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85TH CoNGRESS } HOUSE OF REPRESENTATIVES | REPORT 


2d Session No. 1370 


MILITARY CLOTHING PROCUREMENT 


(Executive Action in Response to Committee Recommendations) 


Fresrvuary 20, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


EIGHTEENTH REPORT 
SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On February 19, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled, 
“Military Clothing Procurement (Executive Action in Response to 
Committee Recommendations).” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


INTRODUCTION 


In the previous session of Congress the committee unanimously 
approved the report of the Military Operations Subcommittee entitled 
“Military Clothing Procurement” (13th Report of the Committee on 
Government Operations, 85th Cong., Ist sess., H. Rept. 1168). 

The report contained 30 recommendations for corrective action by 
the executive departments and agencies, most of which applied to the 
Department of Defense. 

The Honorable Perkins McGuire, Assistant Secretary of Defense 
(Supply and Logistics), alerted the three military departments to these 
recommendations and undertook to prepare for submission to the 
subcommittee a coordinated Department of Defense position. The 
subcommittee is pleased to acknowledge the constructive response 
made by Mr. McGuire in behalf of the Department of Defense, and it 
commends him for the careful attention and study which he gave to 
the recommendations. 

Of the 26 recommendations applying to the Department of Defense, 
the Military Operations Subcommittee was advised that the Depart- 
ment concurred wholly or in part in 25 recommendations. Exception 
was taken only to one recommendation because the extra burden of 
administrative work in carrying it out might be too heavy. 

The remaining recommendations had reference to the Department 
of Labor, the Small Business Administration, and the General Account- 
ing Office. 
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Copies of the report were sent by Chairman Holifield to the Depart- 
ment of Defense, the Departments of the Army, Navy, and Air Force, 
the Marine Corps, the Department of Labor, the Small Business 
Administration, the General Services Administration, the Internal 
Revenue Service, the Renegotiation Board, and the General Account- 
ing Office. 

The transmittal letters and the replies which were received are 
printed in this report for the information of the Congress, the execu- 
tive branch, and the industrial and labor groups interested in military 
clothing manufacture. 

For purposes of summary, preceding the documentary material, 
this report will print in italics each recommendation made in House 
Report No. 1168, followed by a brief commentary and narrative 
description of the relevant agency views and action taken in response 
to the recommendation. 


AGrENcy VIEws AND ACTIONS 


Recommendation No. 1 


In connection with contract awards, military contracting officers 
should make affirmative determinations in writing of bidder responsi- 
bility. A statement of justification for the award, setting forth that the 
requirements for determining bidder responsibility as contained in the 
Armed Services Procurement Regulations have been fulfilled, should be 
retained in the contract files. 

The Department of Defense concurs in this recommendation. The 
Armed Services Procurement Regulations (ASPR) are being revised 
to require the contracting officer to make affirmative determinations 
in writing of bidder responsibility (except for contracts of $2,500 or 
less, utilities contracts, and orders under existing contracts). 

The General Services Administration, while affirming the impor- 
tance of establishing bidder responsibility before contract awards are 
made, does not believe that determinations in writing are necessary 
for GSA procurements or for those of other agencies which have 
adequate procedures for evaluation of bidder responsibility. 

The subcommittee’s findings in the area of military clothing pro- 
curement point strongly to the value of determinations in writing, to 
pin down the responsibility of the contracting officer and to improve 
present bid evaluation procedures. As noted above, DOD concur- 
rence with the committee position is resulting in specific action by 
that Department. 

Recommendation No. 2 


In making such affirmative determinations, contracting officers should 
rule out as unqualified, in accordance with the requirements of the Walsh- 
Healey Public Contracts Act, those bidders who have no established 
manufacturing or dealership facilities at the time they submit bids. 
Recognizing that in certain cases successful bidders would expand their 
facilities or subcontract parts of the work, contract awards should not be 
made to bidders completely lacking such facilities at the time of the bid 
offer. 

The Department of Defense concurs in this recommendation to an 
extent, but takes the position that bidders lacking facilities at the 
time of the bid who— 

take the necessary action to arrange for the timely availabil- 
ity of such facilities should not be excluded from considera- 
tion, if otherwise qualified. 
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ASPR is being revised to require that the contracting officer, in making 
an affirmative determination in writing of bidder responsibility, 
expressly consider business arrangements made by the bidder to 
perform the contract. 

Since this recommendation involves technical definitions of “manu- 
facturer” and “regular dealer’ under the Walsh-Healey Public Con- 
tracts Act, it can best be considered in connection with the next 
recommendation. 


Recommendation No. 3 


The Secretary of Labor, in accordance with the jurisdiction conferred 
upon him by the Congress, should promulgate new instructions explaining 
clearly the statutory qualifications for bidders on Government procure- 
ments subject to the Walsh-Healey Public Contracts Act, and citing the 
circumstances under which bidders should be disqualified for lack of 
manufacturing or dealership facilities. These instructions specifically 
should be called to the attention of military procurement agencies, the 
Small Business Administration and other interested agencies, and in- 
corporate d in their regulations. 

The subcommittee’s chief purpose in making this and the preceding 
recommendations was to insure that the congressional intent in the 
Walsh-Healey Public Contracts Act, to eliminate ‘‘bid brokers’”’ and 
irresponsible parties from obtaining Government contracts, would be 
effectively carried out. The Department of Labor has acknowledged 
the validity of these recommendations by undertaking to clarify and 
restate the official interpretations of “manufacturer” and “regular 
dealer’? under the act. 

Rulings and Interpretations No. 3 of the Department of Labor, 
applying to the Walsh-Healey Public Contracts Act, is being revised 
and will be published in the Federal Register. Copies of the revised 
rulings and interpretations will be sent by the Secretary of Labor to 
all Government contracting agencies for the information of their 
contracting officers, and their attention will be called specifically 
to the qualifications required under the act for bidders on Government 
contracts. 

The Department of Labor points out that, while the Government 
contracting agencies have the initial and major responsibility for 
determining bidder eligibility under the act, proper application of its 
rulings and interpretations should— 


preclude contract awards to “bid brokers’? having neither 
the facilities nor intention to produce the contract goods. 


In this connection, the Department of Defense has advised the 
subcommittee that it— 


will welcome any assistance furnished by the Secretary of 
Labor in response to the subcommittee recommendation. 


The General Services Administration also has endorsed the recom- 
mendation by agreeing— 


that the Secretary of Labor should promulgate new instruc- 
tions explaining clearly the statutory qualifications for 
bidders on Government procurements subject to the Walsh- 
Healey Public Contracts Act, and citing the circumstances 
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under which bidders should be disqualified for lack of 
manufacturing or dealership facilities. 


As just noted, the Secretary of Labor has undertaken action to 
this end. 


Recommendation No. 


Multiple bidding on "the same procurement by one person through the 
instrument of various corporate or company names should be barred in 
Government procurement. Recognizing that in certain circumstances, 
where competition is gen uine and separate producing facilities are main- 
tained, companies under common control or ownership legitimately may 
submit bids for the same procurement, multiple bids should not be accepted 
from companies diversified merely for the trading convenience and the 
profit advantage of the owning or controlling party. 

The Department of Defense concurs in this recommendation to the 
extent of making certain revisions in ASPR. The Department cites 
with approval the following extract from a letter of the Comptroller 
General of the United States: 


It is to be noted that we did not suggest to the subcommit- 
tee that there should be a complete prohibition against the 
practice of double bidding. We believe that each case should 
be decided on its merits but that every reasonable effort 
should be made by the contracting agency to discourage the 
practice in the interest of maintaining the integrity of the 
competitive bidding system. 


DOD believes 


that the new material to be inserted in ASPR will have the 
effect of discouraging the practice of double bidding. 


The proposed revisions to this effect in ASPR are (1) affiliated concerns 
shall be considered as separate entities in determining whether any 
one of them is a responsible prospective contractor; (2) all existing 
business arrangements, whether firm or contingent, for the use of 
manufacturing facilities, shall be considered in determining the bidder’s 
ability to comply with the required delivery or performance schedule; 
(3) the contracting officer may require that all bids must allow a 
stipulated minimum period for Government acceptance or rejection of 
the bid (to prevent manipulation of bid options by a firm under several 
different names); (4) the contracting officer may require each bidder to 
submit with his bid an affidavit concerning its affiliation with other 
firms; and (5) bids shall be rejected as nonresponsive when the bidder 
imposes sabid feta or qualifications, such as a stipulation that the 
bid is to be considered only if prior to the date of award the bidder 
receives (or does not receive) an award under another pending 
procurement. 

The General Services Administration agrees that “illegitimate multi- 
ple bidding”’ should be barred, but suggests that if ‘‘bona fide multiple 
bidding” is eliminated, the Government might have to pay higher 
prices. In the GSA’s view, “clear and firm criteria, established by 
statute and implemented by governmentwide regulations” should be 

railable to assist the contracting officer in dealing with cases of 
multiple bidding. The GSA states that multiple bidding is not a major 
problem in its procurements. 
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Recommendation No. & 


In barring illegitimate multiple bidding and in otherwise preventing 
restraints of trade and collusive practices against fair and open competi- 
tion, the military procurement agencies should require bidder affidavits 
of company ownership and control in procurement areas susceptible to 
such improper practices. Such affidavits, instituted on a test basis by the 
Philadelphia Quartermaster Depot, should become an established feature 
of procurement in designated areas. 

The Department of Defense concurs in this recommendation. 
ASPR is being revised to permit the contracting officer, when neces- 
sary in his judgment. to prevent practices prejudicial to fair and open 
competition, to require affidavits from prospective contractors con- 
cerning company ownership and control as well as qualifications to 
perform. 

The General Services Administration believes that— 


in the case of procurement susceptible to illegitimate multiple 
bidding, a provision requiring bidders to submit affidavits of 
company ownership and control would be beneficial. 


Recommendation No. 6 


Military procurement agencies should require bidders to designate on 
their bid forms, in addition to producing locations, the eaact street address 
of the producing facility, whether or not the facility i is owned or leased by 
the bidder, and how much capacity is available for performance on the 
prospective contract. 

The purpose of this recommendation, in conjunction with others, 
was to promote greater responsibility in bidding, to discourage bids 
by parties without specific production facilities, and to prevent over- 
loading of contracts on limited facilities. 

The Department of Defense concurs “generally” in this recom- 
mendation. ASPR is being revised to require that bids specify the 
exact location, street address, etc., of the principal producing facilities 
(with a full explanation if such designation is not feasible), and the 
names and addresses of owner and operator, if other than the bidder. 

However, DOD believes— 


that additional information regarding leasing arrangements 
and production capacity should be obtained in connection 
with the preaward survey if deemed necessary after examina- 
tion of information furnished by the bidder. 


The General Services Administration holds the view that most of 
the information called for by the recommendation can be obtained at 
the time of plant inspection. It does not believe that there is any- 
thing material to be gained by ascertaining whether a production 
facility is owned or leased. 

The subcommittee’s investigations in the area of military clothing 
procurement disclosed that in many cases preaward plant surveys 
were superficial; exact producing locations were not specified, so that 
the contractor could evade a showing of capacity for timely per- 
formance; and ownership or lease arrangements were so ambiguous 
or uncertain as to confuse the responsibilities for performance. 


Recommendation No. 7 


Military procurement agencies should require bidders to list on their 
bid forms all Government contracts currently held by the bidder and his 
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affiliates, and the nature and extent of the delinquencies, if any, in 
deliveries on such contracts. The term “affiliate”? should be defined in 
the bid form. 

The Department of Defense concurs in this recommendation to the 
extent of defining the term “‘affiliate’’ in the bid form. ASPR is 
being revised to permit a contracting officer, when necessary in his 
judgment to prevent practices prejudicial to fair and open competition, 
to require bid affidavits on affiliation, including the names and ad- 
dresses of all affiliates, and the names and addresses of all persons 
and concerns exercising control or ownership of the bidder and any 
or all of its affiliates. Control or ownership status includes common 
officers, directors and stockholders holding controlling interest. Bids 
failing to include such affidavits, when required, are to be considered 
nonresponsive and are to be rejected. 

Listing on bid forms of all Government contracts currently held 
by the bidder or its affiliates is considered by DOD to be impractical. 
The Department states that many firms are so organized that a 
parent or subsidiary will not have complete knowledge of all contracts 
held by the affiliates or by the parent company. 

Further, DOD believes that listing of delinquencies by a bidder at 
the time of bid is not as meaningful as obtaining such information in 
the course of a preaward survey, since time elapsed between bids 
and awards may be 60 days or more. Also, a technical delinquency 
without explanation would not necessarily disqualify a bidder. 


The General Services Administration holds that this reeommenda- 
tion— 


would present a voluminous amount of paperwork for firms 
holding numerous Government contracts. 


It believes that bidders would tend to minimize their delinquencies, 
and that such information can best be obtained by— 


maintaining detailed performance records and by plant 
facilities mitig it 


Recommendation No. 


Military cn agencies should require bid forms to be properly, 
accurately and completely filled out. The Secretary of Defense should 
issue a reminder to the military procurement agencies, and these in turn 
should impress upon prospective Government contractors the importance 
and necessity of providing full, accurate and complete information 
on the bid forms. A reminder of the penalties for making false state- 
ments to the Federal Government should be printed on bid forms. 

The Department of Defense concurs in this recommendation. 
ASPR is can revised to embody language taken from the committee’s 
recommendation, requiring bid forms to state that “full, accurate, and 
complete” information must be given, and to carry a reminder of. the 
penalties under the false statements statute. 

The General Services Administration agrees with the recommenda- 
tion, and adds that, for GSA procurements— 


a bid is not considered when the bidder fails to include data 
which is essential in evaluating bids. 


No objection is taken to including on the bid form the remainder of 
penalities for false statements. 
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Recommendation No. 9 


Preaward surveys of facilities and financial resources of prospective 
contractors should be promptly and carefully executed, and information 
on the bid form submitted by the successful bidder should be verified or 
refuted in the surveys of facilities and finances. 

The Department of Defense concurs in this recommendation. 
ASPR is being revised to include appropriate language requiring that 
preaward surveys be made promptly so as to avoid delays in making 
awards; also that such surveys shall be made for each procurement 
(with certain designated exceptions) unless the contracting officer has 
sufficient information to determine that all applicable requirements 
for bidder qualification are met. 

The subcommittee is advised further that the Assistant Secretary 
of Defense (Supply and Logistics) “has a group developing uniform 
minimum standards for the conduct of preaward surveys.” 

The General Services Administration concurs in the committee 
recommendation. 


Recommendation No. 10 


Military procurement officials should take active steps to impress upon 
prospective and current contractors the importance of adhering to contract 
terms and specifications, including delivery schedules. 

The Department of Defense concurs in this recommendation. It 
states that the military departments stress such matters at preproduc- 
tion planning conferences, industry meetings, and plant visits. 

The DOD notes, further, that standard bid invitation forms cau- 
tion bidders to examine the invitation and accompanying instructions, 
and that purchasing activities put out local “‘fliers’’ to emphasize the 
importance of reading, understanding, and complying with contract 
provisions. 

In view of the lenient attitude frequently shown by military procur- 
ing agencies toward recurring and sometimes extreme delinquencies in 
contract deliveries, and toward other departures from contract 
terms and specifications, the subcommittee believes that much more 
aggressive action should be taken than by way of routine reminders. 

The General Services Administration, likewise concurring in tne 
recommendation, has advised the subcommittee that a procedure 
recently was established in GSA— 


whereby, on important contracts, a responsible official and 
the inspector assigned to the transaction take notice of award 
to the contractor to explain all contract details and to em- 
phasize the importance of adhering to the contract. 


Recommendation No. 11 


When delinquencies not excusable under the terms of the contract 
persist in the face of due and sufficient warning by contracting officers, 
prompt action should be taken by the contracting officers to default delin- 
quent contracts. 

‘he Department of Defense concurs in this recommendation. 
Foliowing the committee report, a special memorandum dated Sep- 
tember 11, 1957, was directed by the Assistant Secretary of Defense 
(Supply and Logistics) to the three military departments requesting, 
among other things, that renewed efforts be made to secure timely 
contract performance in industries characterized by frequent delin- 
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quencies. The memorandum further suggested that increased use be 
made of the default articles in contracts “until the situation improves,” 
and that consideration might be given to debarring contractors under 
applicable regulations. 

Reporting further on actions taken by the Air Force and the Navy 
in regard to contract delinquencies, DOD states that this matter— 


will continue to be under surveillance within the military 
departments and by this office 


The General Services Administration also concurs in the com- 
mittee recommendation. 


Recommendation No. 12 


A history of repeated delinquencies by a contractor should constitute 
sufficient cause for, and lead to, his suspension or debarment for a 
designated period of time. 

The Department of Defense concurs “in principle” in this recom- 
mendation but expresses the belief that debarment or suspension 
normally is too drastic a penalty for delinquencies. DOD’s opinion 
is 


99 


that neither the Comptroiler General nor the courts would 
uphold such action so long as a contractor finally completes 
his contract and is not placed in default. 


The delinquencies disclosed in the subcommittee investigations of 
military clothing contracts were so rampant that it believes debarment 
could be exercised in some cases under prevailing ASPR which cites 
‘“‘a history of failure to perform” as one of the relevant factors. As 
noted, above, the Assistant Secretary of Defense suggested to the 
three military departments that debarment might be considered in 
relation to delinquencies. 

The General Services Administration concurs in the committee 
recommendation. 

Recommendation No. 13 

Contractors who are seriously delinquent in current contract perform- 
ance, when the number of contracts and the extent of the delinquency on 
each are considered, should be declared nonresponsible bidders jor the 
purpose of new contract awards, until the delinquencies are overcome. 

The Department of Defense concurs in this recommendation. 
ASPR is being revised to embody language from the recommendation, 
making serious delinquencies on the part of the contractor a dis- 
qualifying factor in the consideration of bidder eligibility for new 
awards. 

The General Services Administration also concurs in the committee 
recommendation. 


Recommendation No. 1/4 


Information obtained from bidders, Government plant inspectors, and 
other sources, on the history of performance by individual contractors, the 
number of contracts currently held, and the nature and extent of delin- 
quencies, if any, should be systematically assembled and collated by an 
agency designated by the Secretary of Defense, and distributed to all 
procuring activities for use in bid evaluations. 

This is the only recommendation to which the Department of 
Defense expressly takes exception. It believes the job of assembling, 
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collating and transmitting “the enormous mass of information’’ to 
one agency would be impracticable. Granting that imformation 
collected by the separate military procuring agencies is not always 
coordinated among them, DOD believes that the cost of the proposed 
system would be too great as against— 


the risk that a contractor will occasionally be overloaded or 
that an improvident contract might be made. 


The subcommittee believes that DOD has rejected this recom- 
mendation too summarily, by looking at it in the extreme. There 
would seem to be no good reason why selected areas of contracting 
could not be subjected to such central control of information. In 
clothing and textiles, for example, the single manager could well 
perform this function. The number of contractors is relatively small. 

The General Services Administration advised the subcommittee 
as follows: 


This recommendation would be beneficial to DOD provided 
the administrative expenses are not unduly high. It is 
assumed that a study will be made by the Department of 
Defense to determine the administrative expense involved 
in developing such a system in relation to the benefits to 
be derived. 

Recommendation No. 15 


Miliary procurements should be planned to avoid (1) bunching of 
contract awards, (2) m ultiple awards to one comractor on the same day 
or unthin a short perrvod of days, (3) delays in bid evaluation and contract 
award, (4) setting of delwery schedules unrelated to actual needs, (5) delays 
in delivery of Government-furnished material to contractors, (6) numerous 
Government-sponsored changes in specifications after bids and awards. 

The Department of Defense notes that the matters set forth in this 
recommendation are “operating problems” and adds: 


The views of the subcommittee have been made known to 
the military departments and they have been requested to 
take action accordingly. 


The General Services Administration concurs in the recommenda- 
tion and notes that information with respect to items 1 and 2 of the 
recommendation could be obtained from the system of collating in- 
formation proposed in recommendation No. 14. 


Recommendation No. 16 


Contractor proposals for changes in specifications after contract awards 
should be denied except in exceptional cireumstances and only after (1) 
adequate downward adjustment in the contract price to reflect savings due 
to changes, and (2) reimbursement of the Government for the costs of 
laboratory testing, ae ction and the overhead directly applicable to these 
activities. 

The Department of Defense concurs in this reeommendation— 


to the extent that proposals made for changes in contract re- 
quirements after award generally should be denied where 
the proposal is solely for the convenience of the contractor and 
is not of any advantage to the Government. 


DOD points out that in many instances contractor proposals for 
changes in specifications after awards are based on discoveries that a 
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process will improve the item or reduce its cost, or that the specifica- 
tion is faulty. 


Under such circumstances— . 
according to DOD— 


it would be manifestly unfair to charge the contractor for 
the cost of laboratory tests, inspection, ‘ete., since in the first 
instance this would discourage suggestions for cost reduction 
and in the second instance we must assume responsibility 
for faulty specifications. 


DOD points out, further, that contractor proposals for waiver of 
specifications normally are handled under provisions of the inspection 
clause, which reserves to the Government certain options, including 
termination of the contract for default, or delivery of supplies at an 
equitable reduction in price. Such adjustment takes into considera- 
tion several factors, including some mentioned in the subcommittee 
recommendation. 

The General Services Administration concurs in the committee 
recommendation. 

Recommendation No. 17 


Military procurement agencies should take steps to insure that Govern- 
ment-furnished material is fully and accurately accounted for by the 
contractor, and reimbursement made to the Government for material un- 
necessarily used or not accounted for. 

The Department of Defense concurs in this recommendation. The 
Department has requested the three military departments to enjoin 
personnel responsible for controlling such property to comply with 
applicable ASPR. Instances of loss to the Government through 
negligence of property administrators or their assistants are to be 
dealt with severely and promptly. 

The Chief of Naval Material, in response to this injunction, follow- 
ing the issuance of the committee report, has prepared a special direc- 
tive to all naval personnel concerned (ONM Notice 4340) regarding 
the proper control of Government property. 

Likewise, the Deputy Chief of Staff for Logistics in the Army has 
called the committee report to the attention of the chiefs of the 
technical services (Disposition Form, October 3, 1957), enjoining them 
to take appropriate action to insure that personnel responsible for 
controlling Government property in the possession of contractors 
should comply strictly with applicable ASPR and that negligence be 
severely dealt with. 

The Air Force also reports that every possible effort is being made 
for proper control and accounting of Government-furnished property, 
and that unnecessary usage, losses, damages, or destruction of such 
property while in the possession of contractors are investigated and 
reported to the administrative contracting officer for appropriate 
action to secure reimbursement when the loss or damage is determined 
to be a liability of the contractor. 

The General Services Administration concurs in the committee 
recommendation. 

Recommendation No. 18 


The military procurement agencies should reexamine their procedures 
for keeping contract document files and maintain in connection with 
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documentation on each contract a summary sheet of actions taken, including 
final disposition. A continuous and cumulative record of contracts by 
name of contractor and character of performance should be maintained. 

The Department of Defense concurs “generally” in this recom- 
mendation. ASPR is being revised in the following respects: (1) 
Each contract file shall contain documentation of contract actions, 
including final disposition, and where retained copies of documents 
do not represent all actions taken, suitable memorandums or summary 
statements of undocumented actions shall be prepared —— 
and be retained in the contract file in chronological order; (2) each 
purchasing office shall maintain appropriate records to insure the 
availability of contractor performance history on previous contracts, 
with special attention to be paid to contractors who have shown 
questionable performance, or whose reliability has not been established, 
or whose reputation indicates the need for vigilance on the part of the 
contracting officer. 

The General Services Administration concurs in the committee 
recommendation but expresses the opinion— 


that a summary sheet of actions taken is not always essential 
if a complete and well-organized file is properly maintained 
in accordance with standardized procedures. 


Recommendation No. 19 


The Air Force and the Navy should procure their clothing and related 
equipment through the Military Clothing and Textile Supply Agency, 
exceptions to be made only under special order of the Secretary of Defense. 
Upon transfer of procurement and supply activities to the aforesaid 

Agency, the corresponding activities of the Air Force and Navy should 
be reduced or eliminated. 

The Department of Defense concurs in this recommendation. 
According to the present single manager assignment, the Military 
Clothing and Textile Supply Agency procures clothing, textiles, and 
footwear for the three military departments, with certain exceptions. 
Thus the separate departments are permitted to make local purchases, 
such as athletic uniforms for a base team, when local procurement 
appears to be more economical. The Office of the Secretary of De- 
fense allows the Air Force to purchase electrically heated and high- 
altitude flying clothing. The Department states that 


‘ptions of this type are made because of peculiarities of 
construction and use and because such clothing is actually 


9g 


an item of technical equipment containing many electronic 
parts 
DOD has advised the subcommittee further that as procurement 
and supply activities have been transferred to the single manager 
agency, corresponding activities of the Air Force and Navy have 
been reduced or eliminated, and that this process still is continuing. 
Recommendation No. 20 


The Military Clothing and Testile Supply « igency should analyze the 
bidding experience on procurements within its jurisdiction over a — 
of time in order to eliminate unnecessary circularization of bidders, to 


weed out inactive listings, and to purge the bidders’ list of suspe nded or 
debarred contractors. 


H. Rept. 1370, 85-2——-3 
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The Department of Defense concurs in this recommendation. The 
Department has requested the three military de ‘partments specifically 
to comply with this recommendation and to report actions and results 
to the Assistant Secretary of Defense (Supply and Logistics) as soon 
as possible. 

The following statement was also submitted: 


The Department of the Army reports that the Military 
Clothing and Textile Supply Agency performs a_ periodic 
review of mailing lists and removes the name of any bidder 
who fails upon two occasions to respond to invitations for 
bids, as well as the names of debarred or otherwise ineligible 
bidders. Proposals or bids are not solicited from suspended 
or debarred bidders. To minimize the cost of advertising 
and to limit solicitation to firms interested in a spec ifie pro- 
curement, the Agency issues preinvitation notices of intent 
to purchase. The invitations for bids are sent to those firms 
only which respond to the preinvitation notices and signify 
a desire to receive an invitation. 


The General Services Administration concurs in the committee 
recommendation and states that GSA Regulation 1—II-206.00 covers 
this subject and the particular points mentioned in the recommenda- 
tion. 


Recommendation No. 21 

Negotiated contracts in place of advertised contracts should be resorted 
to only in exceptional circumstances clearly justified under applicable law 
and regulations, and negotiated contracts should be avoided when awards 
for the same or similar items are being advertised. 

The Department of Defense concurs in this recommendation and 
adds the following commentary: 


The deficiencies in this regard noted by the subcommittee 
occurred in 1953 at a time when there was broad authority 
to negotiate procurements under the ‘‘national emergency”’ 
exception of the Armed Services Procurement Act of 1947. 
This authority has since been drastically restricted and it is 
not likely that any substantial portion of the procurements 
under the jurisdiction of the Military Clothing and Textile 
Supply Agency will be negotiated in the future. 


The General Services Administration reports as follows: 


We agree that formal advertising should be utilized when- 


ever possible. Also, that it is gene rally undesirable to simul- 
taneously procure separate quantities of the same item by 
negotiation and by ages advertising. However, it is 
sometimes necessary to procure an interim quantity of ur- 


gently needed supp ies ~ hy negotiation at the same time the 
regularly scheduled requirement is being procured by formal 
advertising. 


Recommendation No. 22 


The Military Clothing and Textile Supply Agency, for procurements 
under its erage should make a sustained effort to develop additional 
reputable sources of supply. As one means of attracting established 
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clothing manufacturers, related tems such as coats and trousers should 
be included in the same procurement. 

The Department of Defense concurs in this recommendation. The 
Executive Director of the Military Clothing and Textile Supply 
Agency has been requested specifically to comply with the commit- 
tee’s recommendation and to report to the Assistant Secretary of 
Defense (Supply and Logistics) actions and results as soon as pos- 
sible. Comments are requested particularly on the recommendation 
that entire uniforms be bought in one procurement. Additionally, 
DOD has advised the subcommittee: 


The Department of the Army reports that its staff is work- 
ing on a program to attract more reputable manufacturers 
to military clothing procurement. Industry and_ labor 
groups are participating in this effort and substantial prog- 
ress is expected. A full report will be made by the Depart- 
ment of the Army direct to the committee in the near future. 
The Army further reports that it is in full agreement with the 
recommendation that related coats and trousers be purchased 
concurrently and the practice is being followed to the extent 
practicable. 


The General Services Administration concurs in the committee 
recommendation. 


Recommendation No. 23 


Performance bonds, when required by military procurement regula- 
tions and under the terms of the contract, should be obtained from the 
contractor unthin the time specified in the contract. 

The Department of Defense concurs in this recommendation. 
ASPR is being revised to add the requirement that performance 
bonds, when re equired under the contract, shall be furnished by the 
contractor within the time specified in the contract, and failure to 
furnish a bond within 10 days after notice by the contracting officer, 
shall be cause for default termination under ‘applicable ASPR. 

The General Services Administration concurs in the committee 
recommendation. 


Recommendation No. 24 


Extensions of delivery schedules for inexcusable delays after contract 
award should be granted only in exceptional circumstances and on the 
basis of adequate price considerations to the Government. 

The Departmer it of Defense concurs in this recommendation and 
refers to the commentary it made under recommendation No. 11 
regarding default for delinquencies. 

The General Services Administration makes this statement: 

We feel that in those cases where delivery is of such sig- 
nificance that it can be reasonably anticipated that a delin- 
quency would cause the Government to suffer real but 
difficult-to-measure damages, the contract should include a 
liquidated damages provision. In other cases the Govern- 
ment’s interest would be protected by proper administration 
of the default clause of the contract provisions. 
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Recommendation No. 25 


Government contracts should not be awarded to the members of the 
immediate family of a Government official occupying a major adminis- 
trative or policymaking position. Such contract awards are repugnant 
to public policy. 

This recommendation was based on the subcommittee’s investiga- 
tion and findings concerning contract awards made to the wife of a 
(then) Department of De fense officia' The matter is covered in the 
subcommittee’s previous report. 

The Department of Defense has advised the subcommittee that 
the General Counsel of the Department— 


has under consideration a Department of Defense directive 
relating to the subject which he will furnish to the sub- 
committee upon publication. 


The General Services Administration agrees with the principle 
of the recommendation but expresses the opinion that legislation 
should be enacted to cover this point. 


Recommendation No. 26 


Certificaies of compete ney issued by the Small Business Administration 
should be based on a review of the bid and contract information in procure- 
ment agency files, plant survey reports, and independent field investiga- 
tions, and should be consistent urith applicable statutes and regulations 
governing bidder qualifications. 

The Small Business Administration has stated to the subcommittee 
that its procedures in issuing certificates of competency, which are 
contained in SBA Manual 400, “insure effectuation of the Committee’s 
recommendation.” 

The subcommittee has found that manual regulations and pro- 
cedures frequently are observed in a careless or haphazard way; 
further, that SBA shows little or no concern with contractor qualifica- 
tions under applicable laws other than its own statute. An unresolved 
question here is the extent to which the Small Business Act supersedes 
other statutory and administrative requirements for contractor 
qualifications to perform Government contracts. 

Recommendation No. 27 


In making size determinations for purposes of small- business classi- 
fication, the Small Business . tdministration should verify certifications 
of the prospective contractor in doubtful « or diffic ult cases through field 
LnvE stigations by regional offi ¢ personnel, including i umn spection of par yroll 
data. Size determinations shor ud take into account not only average past 
employment over a de siqgnated period but prospective employment in 
pe rformance of the Government contract or contracts. 

The Small Business Administration, in section 103.2 of its published 
regulations (22 Fed. Reg. 2121), now provides that size determinations 
of small-business firms will be based on the average employment of 
the concern and its affiliates during the preceding four quarters. This 
approach is intended to discourage large firms from improperly repre- 
senting themselves as small businesses by reducing the number of 
employees prior to a Government contract award. 
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The Small Business Administrator has expressed his concern over 


the “up and down” employment common in certain industries, but 
states that— 


ordinarily it is not feasible to consider as a factor the possible 
increase in employment that will result from the award of the 
contract being considered. 


The subcommittee’s investigations in the military clothing field 
have revealed repeated instances of firms representing themselves as 
small business one day, and becoming big business the next, under 
prevailing size determinations, after a Government contract is assured. 
Recommendation No. 28 


The Small Business Administration should be notified in advance of 
all pending contract awards reserved or set aside in whole or in part for 
small business. A certification from the Small Business Administration 
that the prospective contractor qualifies as small business should be ob- 
tained by contracting officers in making such awards. 

The Small Business Administration has advised the subcommittee 
that it endeavors to obtain as much advance information as possible 
concerning proposed awards reserved for small business, but that 
such information is not always obtainable in view of certain unilateral 
set-asides by the military and civi] procuring agencies. 

SBA states, further, that it is unable to make small-business certi- 
fications prior to aws ards because of budgetary limitations. During 
fiscal year 1957 there was a total of 9, 389 set-asides in military and 


civil procurement, involving the award of 13,416 contracts. The 
Adminiat rator said: 


I believe you will agree that since this Agency employed 
only 97 professional, nonsupervisory, field personnel in the 
entire procuremént and technical assistance program for fiscal 
vear 1957, it would not have been feasible for us to undertake 
a size investigation, determination, and certification in con- 
nection with so large a number of contracts. Because of this 
practical problem, this Agency has been compelled to adopt 
the self-certification method in instances where the con- 
tractor’s status is not challenged. 


The Administrator stated also that spot checks would be under- 
taken, similar to those made of taxpayers’ statements by the Internal 
Revenue Service, and that any instances of improper self-certification 
would be reported to the Department of Justice for appropriate action. 

The Department of Defense reported with regard to recommenda- 
tion No. 28: 

This Department cannot comment upon the subcommittee 
recommendation in the absence of indication from the Small 
Business Administration regarding the impact of the recom- 
mended procedure. It is also likely that consultation would 
be necessary with the Small Business Committees of the 
Congress before adopting a final position. 


The subcommittee also is advised that DOD will work out pro- 
cedures with SBA to accommodate the recommendation. 

The General Services Administration states that SBA representa- 
tives assigned to GSA recommend small business set-asides and that 
this procedure provides automatic advance notification to SBA. 
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Recommendation No. 29 

The Secre tary of Defense should consider the recommendations made in 
this report which are applicable to the Department of Defense, direct that 
they be effected, and direct that the Armed Services Procurement Regula- 
tions be amended to reflect these recommendations. 

The Secretary of Defense has complied with the recommendation 
to the extent indicated in this report. 
Recommendation No. 30 

The General Accounting Office, in management surveys of the military 
procurement agencies, and specifically of the Philadelphia (uartermaster 
Depot, should consider the applicable recommendations in this report 
and determine the extent to which administrative changes have been 
instituted to effect these recommendations. 

The Comptroller General has advised the subcommittee that he 
‘will be glad to comply with the committee’s recommendation.” 

Future audit programs of the GAO in this area will include a 
review of agencies’ actions with regard to all the recommendations. 

The next audit report of the Philadelphia Quartermaster Depot 
will include a review of its procurement policies and practices to 
determine the extent of improvements effected, and a report of GAO 
findings will be submitted to the committee. 





APPENDIXES 


APPENDIX 1 
CORRESPONDENCE WITH THE DEPARTMENT OF DEFENSE 


Avueust 15, 1957. 
Hon. Cuarues E. WILson, 
Secretary of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: Enclosed for your consideration are the 
13th and 14th reports of the Committee on Government Operations 
of the House of Representatives entitled, respectively, “Military 
Clothing Procurement” and ‘‘Letter Contracts and Contract Termi- 
nations in Military Procurement.’”’ ‘These reports were prepared by 
the Military Operations Subcommittee under my direction and 
unanimously approved by the full Committee on Government 
Operations. 

You will note in regard to the report on military clothing procure- 
ment that the subcommittee makes 30 recommendations, the greater 
part of which relate to the Department of Defense and constituent 
agencies. The 29th recommendation, in particular, is directed to 
vour office. 

The report on letter contracts and contract terminations has no 
recommendations but contains certain subcommittee observations in 
this field. The purpose of the report was to make available in 
printed form three surveys by the General Accounting Office growing 
out of a recommendation contained in a previous subcommittee 
report (H. Rept. 1891, 84th Cong., 2d sess.). 

The subcommittee would appreciate having your comments on 
these reports and a statement as to what actions you are prepared to 
undertake in accord with the subcommittee recommendations in the 
report on military clothing procurement. 

I am submitting copies of the aforementioned reports to the three 
service Secretaries and the Commandant of the Marine Corps. 

Sincerely yours, 
Cuet Ho.irievp, 
Chairman, Military Operations Subcommittee. 


[Similar letters were transmitted to the Secretaries of the Army, 
Navy, and Air Force, and the Commandant of the Marine Corps.]} 





ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., October 16, 1957. 
Hon. Cuet Houtrtevp, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuatrMan: Further reference is made to your letter of 

August 15, and our reply of September 11 which indicated that by the 
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middle of October we would submit the actions we have taken con- 
cerning the 13th report of your committee. 

It now develops that we will require until about November 15, 1957, 
to submit this information. The military departments, in order to 
properly assemble the data desired will need this extra time to gather 
the necessary information from their extensive field sources. This 
confirms the tel le ‘phone conversation of Miss Koeberlein of vour staff, 
several days ago in which we established the new target date of Novem- 
ber 15. 

Please be assured that we are giving most careful consideration to 
all aspects of the report. 

Sincerely yours, 
Perkins McGuire, 
Assistant Secretary of Defense (Supply and Logisties 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., December 23, 1957. 
Hon. Cuet Hovirtep, 
Chairman, Military Operations Subcommittee, Committee on 
Government Operations, House of Representatives. 

Dear Mr. CuHatrMan: In signing the attached letter submitting 
the Department of Defense comments on House Report 1168, dated 
August 14, 1957, Mr. McGuire specifically asked that I furnish you, 
in his absence, with certain supplementary information. 

In connection with your subcommittee recommendations concern- 
ing inquiry into bidder responsibility and qualifications, Mr. McGuire 
wanted you to know that he presently has a group developing uniform 
minimum standards for the conduct of preaward surveys. 

Recommendation 3 in your report will be discussed with the De- 
partment of Labor and such assistance as we can offer them in this 
field will be provided. 

Procedures will be worked out with the Small Business Administra- 
tion to accommodate your recommendation No. 28. 

We trust that you and your staff will find this supplement to the 
attached comments to be helpful. 

Sincerely yours, 
G. C. BANNERMAN, 
Director for Procurement Policy. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., December 23, 1957. 
Hon. Cuet Ho.iFievp, 
Chairman. Military Operations Subcommittee. 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuHarrMan: This is in further reply to your letter of 
August 15, addressed to the Secretary of Defense, concerning the 13th 
and 14th reports of the Committee on Government Operations of the 
House of Representatives. 

Comments have been furnished to you on the 14th report in our 
letter of October 29, signed by Mr. Glenn V. Gibson during my 
absence from the country. 





MILITARY CLOTHING PROCUREMENT 19 


In response to your request, this letter and its inclosures set forth 
our comments on the 13th report (H. Rept. No. 1168, dated August 
14, 1957) and actions we have taken and propose to take in accordance 
with the subcommittee recommendations in the subject report. 

In view of the large number of subjects to be covered, this letter has 
been organized on the following basis: 

|. Enclosure 1 lists in tabular form our comments with regard to 
each recommendation in the order in which such recommendations 
appear in the committee report. 

2. Where applicable, the comments are followed by a short state- 
ment of action taken or proposed action to be taken. 

3. If such action consists of the issuance or the proposed issuance 
of directive material, such material is identified by a short statement 
in enclosure 1 and attached thereto. 

Attention is invited to the fact that several of the recommendations 
will be adopted by publication of amendments or additions to the 
Armed Services Procurement Regulations. Following publication, 
copies of the amended regulation will be furnished to you. 

As you have been informed previously by the military departments, 
this letter constitutes a reply for the entire Department of Defense. 
Accordingly, it is not expected that separate replies will be furnished 
to you by the Secretaries of the military departments or the Com- 
mandant of the Marine Corps, to whom requests were also addressed 
for comments on the 13th report. 

The courtesy and cooperation of the subcommittee and its staff is 
deeply appreciated. If we can be of further service, please do not 
hesitate to call upon us. 

Sincerely yours, 
Perkins McGuire, 
Assistant Secretary of Defense (Supply and Logistics). 


{Enclosure 1] 


DEPARTMENT OF DeFENSE DETAILED REPLIES TO COMMITTER 
RECOMMENDATIONS 


SUBCOMMITTEE RECOMMENDATION NO. 1 


Comment.—Concur in the subcommittee recommendation. 
Action.—Please see first, third and fourth sentences of proposed 
revision to ASPR 1-307 on first page of attachment 1. (See p. 26.) 


SUBCOMMITTEE RECOMMENDATION NO. 2 


Comment.—Concur to the extent indicated in the proposed revisions 
of ASPR mentioned below. It is the view of this Department that 
a bidder who has taken the necessary action to arrange for the timely 
availability of such facilities should not be excluded from consideration, 
if otherwise qualified. 

Action.—Please see proposed revision of ASPR 1-307 (b) and (e) 
on first page of attachment 1. (See p. 26.) 


H. Rept. 1370, 85-24 
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SUBCOMMITTEE RECOMMENDATION NO. 3 


Comment.—This Department will welcome any assistance furnished 
by the Secretary of Labor in response to the subcommittee recom- 
mendation. 

SUBCOMMITTEE RECOMMENDATION NO. 4 


Comment.—Concur to the extent indicated in proposed revisions to 
ASPR mentioned below. This Department concurs in the statement 
made by the Comptroller General in his letter No. B—130545 dated 
September 30, 1957, a copy of which was forwarded to the subcom- 
mittee, quoted as follows: ‘It is to be noted that we did not suggest 
to the subcommittee that there should be a complete prohibition 
against the practice of double bidding. We believe that each case 
must be decided on its merits but that every reasonable effort should 
be made by the contracting agency to discourage fhe practice in 
the interest of maintaining the integrity of the competitive bidding 
system.’’ We believe that the new material to be inserted in ASPR 
will have the effect of discouraging the practice of double bidding. 

Action.—Please see the following proposed revisions to ASPR: 

(a) Second sentence of proposed revision of ASPR 1-307 on 
the first page of attachment 1. (See p. 26.) 

(b) The material in parentheses in the proposed revision of 
ASPR 1-307 (c) on the first page of attachment 1. (See p. 26.) 

(c) Proposed new ASPR 2-201 (c) (xvi) and (xvii) on page 4 
of attachment 1. (See p. 29.) 

(7) The third and fourth sentences of proposed revision to 
ASPR 2-403 on page 5 of attachment 1. (See p. 30.) 


SUBCOMMITTEE RECOMMENDATION NO. 5 


Comment.—Concur in the subcommittee recommendation. 

Action.—Please see the last sentence of the proposed revision of 
ASPR 1-307 on page 2 of attachment 1 (see p. 27) and the proposed 
new ASPR 2-201 (c) (xvii) on page 4 of attachment 1. (See p. 29.) 


SUBCOMMITTEE RECOMMENDATION NO. 6 


Comment.-Concur generally in the subcommittee recommenda- 
tion. Proposed revisions of ASPR require bidders to designate on 
their bid forms producing locations and the exact street address and 
ownership of the producing facility as well as other information. 
However, it is be lie ved that additional information regarding leasing 
arrangements and production capacity should be obtained in connec- 
tion with the preaward survey if deemed necessary after examination 
of information furnished by the bidder. 

Action.—Please see proposed new ASPR 2-201 (ce) (xviii) on page 5 
of attachment 1. (See p. 29.) 


SUBCOMMITTEE RECOMMENDATION NO, 7 


Comment.—Concur in part with the subcommittee recommendation 
to the extent of defining the term ‘‘affiliate’’ in the bid form. The 
listing on bid forms of all Government contracts currently held by the 
bidder and his affiliates is believed to be impracticable. Many firms 





MILITARY CLOTHING PROCUREMENT 21 


are so organized that it is actually impossible for either a parent con- 
cern or a subsidiary or division thereof to have complete knowledge 
of current contracts held by all of the affiliates or by the parent com- 
pany as an entity. Listing of delinquencies by a bidder at the time 
of submission of a bid is not as meaningful as obtaining such informa- 
tion in the course of a preaward survey as close in time as possible 
to issuance of award. ‘The latter event may occur as much as 60 days 
or more following the submission of bids. In addition, a technical 
delinquency without explanation should not necessarily disqualify a 
bidder. 

Action.—Please see proposed new ASPR 2-201 (c) (xvit) on pages 4 
and 5 of attachment 1. (See p. 29.) 


SUBCOMMITTEE RECOMMENDATION NO. 8 


Comment.—Concur in subcommittee recommendation. 
Action.—Please see proposed new ASPR 2-201 (a) (v) on page 3 of 
attachment 1. (See p. 28.) 


SUBCOMMITTEE RECOMMENDATION NO. 9 


Comment.—Concur in subcommittee recommendation. 
Action.—Please see second and fourth sentences of proposed revision 
of ASPR 1-307.1 (a) on page 2 of attachment 1. (See p. 26.) 


SUBCOMMITTEE RECOMMENDATION NO. 10 


Comment.——Concur with subcommittee recommendation. The mil- 
itary departments impress the importance of adhering to contract 
terms and specifications upon prospective and current contractors by 
stressing these matters at preproduction planning conferences, industry 
meetings, and plant visitations. The provisions of Standard Form 30 
(Invitation for Bids and Bid Form) cautions bidders to examine the 
invitation and accompanying instructions. Purchasing activities also 
devise locally flyers which emphasize the importance of reading, 
understanding, and complying with contract provisions. 


SUBCOMMITTEE RECOMMENDATION NO. Ii1 


Comment.—Concur in subcommittee recommendation. 
Action.—Please see item 1 of attachment 2 (memorandum for the 
Assistant Secretaries of the Military Departments, dated September 
11, 1957, subject: Thirteenth Report by the House Committee on 
Government Operations (H. Rept. No. 1168, August 14, 1957, ‘Mili- 
tary Clothing Procurement’’). 
he Air Force reports that the responsibility for investigation and 
review of default cases has been centered in one office in the Air 
Materiel Command. During the past year approximately 244 cases 
have been reviewed and while actual default action has been less than 
1 percent, nevertheless the pressures brought to bear by the investi- 
gative procedures have resulted in either a resolution of the causes 
creating the delinquency or have effected compliance by the con- 
tractor. During the 2 years this program has been in effect, a steady 
improvement in this area has been effected partially through the 
investigative procedure cited and through the media of staff visits to 
field offices where default procedures are discussed and re-emphasized. 
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The Department of the Navy has taken action indicated in para- 
graph 2 (a) of attachment 3 (memorandum for the Assistant Secretary 
of Defense (Supply and Logistics), dated October 9, 1957, subject: 
Thirteenth Report by the House Committee on Government Opera- 
tions (H. Rept. No. 1168, August 14, 1957, “Military Clothing 
Procurement’). 

The subject of delinquencies will continue to be under surveillance 
within the military departments and by this office. 














SUBCOMMITTEE RECOMMENDATION NO. 12 





Comment.— Concur in principle. It is believed that debarment or 
suspension are normally too drastic a penalty for delinquencies. It 
is our opinion that neither the Comptroller General nor the courts 
would uphold such action so long as a contractor finally completes his 
contract and is not placed in default. 

ASPR 1-604.1 (b) (i) and (ii) now provide adequately for debar- 
ment in cases of w ‘ful failure to perform in accordance with the speci- 
cations or deliver requirements in a contract or for a history of failure 
to perform, or of unsatisfactory performance, in accordance with the 
terms of one or more contracts. 

Action.— Please see item 1 of attachment 2 which emphasizes the 
use of applicable debarment regulations in connection with defaults. 













SUBCOMMITTEE RECOMMENDATION NO. 13 


Comment.— Concur in subcommittee recommendation. 
Action.— Please see proposed revision to ASPR 1-307 (d) on the 
first page of attachment 1. 














SUBCOMMITTEE RECOMMENDATION NO. 14 
Comment.—Do not concur in the subcommittee recommendation. 

It is believed to be impracticable for one agency to assemble and col- 

late information obtained from bidders, Government plant inspection, 

and other sources, on the history of performance by individual con- , 

tractors, the number of contracts currently held and the nature and 

extent of delinquencies, because of the enormous mass of information 






which would have to be transmitted and evaluated. Such information 
is maintained in manageable proportions at various echelons of the | 
military departments in accordance with ASPR 1-307.2 (a). (Please 


see page 2 of attachment 1.) There are cases where coordination by 
the military departments is not effected. However, in balancing the 
cost of the current system against the proposed system we feel war- 

ranted in taking the risk that a contractor will occasionally be over- 
loaded or that an improvident contract might be made. 















SUBCOMMITTEE RECOMMENDATION NO. 15 
omment.—'The matters set forth in the subcommittee recommenda- 

tion are operating problems. The views of the subcommittee have 

been made known to the military departments and they have been 

requested to take action accordingly. 

Action.— Please see item 3 of attachment 2, 
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The remarks made by the Department of the Navy in paragraph 
2 (c) of attachment 3 are typical of action which is being taken within 
the military departments with respect to this subcommittee recom- 
mendation. 


SUBCOMMITTEE RECOMMENDATION NO. 16 


Comment.—Concur in the subcommittee recommendation to the 
extent that proposals made for changes in contract requirements after 
award generally should be denied where the proposal is solely for the 
convenience of the contractor and is not of any advantage to the 
Government. In many instances such proposals are made on a 
basis such as (7) the contractor has discovered a process which will 
improve the item or reduce its cost, or (i) the specification is faulty. 
In such instances, exceptional circumstances are not necessary to 
justify granting of a request; however, an equitable adjustment is 
made in the contract price if a saving in cost is effected y the con- 
tractor. Under such circumstances it would be manifestly unfair to 
charge the contractor for the cost of laboratory tests, inspection, etc., 
since in the first instance this would discourage suggestions for cost 
reduction and in the second instance we must assume responsibility 
for faulty specifications. In some instances where faulty specifica- 
tions are discovered after production has commenced there may be a 
likelihood that the specification would be amended and an increase in 
price granted. 

Contractor’s proposals for waiver of specifications for the conven- 
ience of the contractor are normally handled under the provisions of 
the inspection clause which reserves to the Government several 
options, including termination of the contract for default. The 
Government may require delivery of supplies at a reduction in price 
which is equitable under the circumstances. This equitable adjust- 
ment takes into consideration several factors, among which are those 
mentioned in the subcommittee recommendation. 


SUBCOMMITTEE RECOMMENDATION NO. 17 


Comment.—Concur in subcommittee recommendation. 

Action.—Please see item 2 of attachment 2; paragraph 2b and 
inclosure 1 to attachment 3; attachment 4 (disposition form from the 
Office of the Deputy Chief of Staff for Logistics to the Chiefs of 
Technical Services, Army, dated October 3, 1957, subject: Control 
of Government Property in the Possession of Contractors). 

The Air Force reports that every effort possible is being made for 
proper control and accounting for all Government-furnished property 
in compliance with the intent of ASPR, appendix B. Unnecessary 
usage, losses, damages, or destruction of Government property while 
in the possession of contractors are investigated and reported to the 
administrative contracting officer for the determination as to liability 
of the contractor under the terms of the pertinent contract, and for 
action to secure reimbursement to the Government for those properties 
the loss or damage of which is determined to be a liability of the 
contractor. 

SUBCOMMITTEE RECOMMENDATION NO. 18 


Comment.—Concur generally in the subcommittee recommendation. 
Action.—Please see proposed new ASPR 1-304 on the first page of 
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attachment 1 and the proposed new ASPR 1-307.2 (b) on pages 2 and 
3 of attachment 1. 


SUBCOMMITTER RECOMMENDATION NO. 19 


Comment.—Concur in the subcommittee recommendation. 

At the present time the Military Clothing and Textile Supply 
Agency does procure clothing, textiles, and footwear for the three 
military departments except as specifically authorized by the Office of 
the Secretary of Defense, pursuant to Department of Defense directive 
5160.12, subject: single manager assignment for clothing—textiles, 
and Department of Defense Directive 5160.15, copies of which are 
attached and numbered attachments 5 and 6, respectively. The 
Agency does have authority, subject to Department of Defense 
policies and procedures to approve items for purchase in small quan- 
tities by the military departments when it is determined that local 
procurement is more economical. For example, athletic uniforms for 
a team located at a base will probably be purchased locally. Excep- 
tions authorized by the Office of the Secretary of Defense include 
electrically heated and high-altitude flying clothing. Exceptions of 
this type are made because of peculiarities of construction and use and 
because such clothing is actually an item of technical equipment 
containing many electronic parts. 

As procurement and supply activities have been transferred to the 
Military Clothing and Textile Supply Agency corresponding activities 
of the Air Force and the Navy have been reduced or eliminated. This 
process is continuing at the present time. 


SUBCOMMITTEE RECOMMENDATION NO. 20 


Comment.—Concur in the subcommittee recommendation, 

Action.—Please see item 4 of attachment 2. The Department of 
the Army reports that the Military Clothing and Textile Supply 
Agency performs a periodic review of mailing lists and removes the 
name of any bidder who fails upon two occasions to respond to invi- 
tations for bids, as well as the names of debarred or otherwise in- 
eligible bidders. Proposals or bids are not solicited from suspended 
or debarred bidders. To minimize the cost of advertising and to 
limit solicitation to firms interested in a specific procurement, the 
Agency issues preinvitation notices of intent to purchase. The invi- 
tations for bids are sent to those firms only which respond to the pre- 
invitation notices and signify a desire to receive an invitation. 


SUBCOMMITTEE RECOMMENDATION NO. 21 


Comment.—Concur in the subcommittee recommendation. The 
deficiencies in this regard noted by the subcommittee occurred in 
1953 at a time when there was broad authority to negotiate procure- 
ments under the ‘“‘national emergency” exception of the Armed Serv- 


ices Procurement Act of 1947. This authority has since been dras- 
tically restricted and it is not likely that any substantial portion of 
the procurements under the jurisdiction of the Military Clothing and 
Textile Supply Agency will be negotiated in the future. 
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SUBCOMMITTEE RECOMMENDATION NO. 22 


Comment.—Concur in the subcommittee recommendation. 

Action.—Please see item 4 of attachment 2. The Department of 
the Army reports that its staff is working on a program to attract 
more reputable manufacturers to military clothing procurement. In- 
dustry and labor groups are participating in this effort and substantial 
progress is expected. A full report will be made by the Department 
of the Army direct to the committee in the near future. The Army 
further reports that it is in full agreement with the recommendation 
that related coats and trousers be purchased concurrently and the 
practice is being followed to the extent practicable. 


SUBCOMMITTEE RECOMMENDATION NO. 23 


Comment.—Concur in subcommittee recommendation. 


Action.—Please see proposed revision of ASPR 10—103.1 on page 6 
of attachment 1. 


SUBCOMMITTEE RECOMMENDATION NO. 24 


Comment.—-Concur in subcommittee recommendation. Comments 
above with respect to subcommittee recommendation No. 11 are 
applicable to subcommittee recommendation No. 24 as well. 


SUBCOMMITTEE RECOMMENDATION NO. 25 


Comment.—This office has previously furnished as an inclosure to a 
letter addressed to the chairman of the subcommittee, dated August 
15, 1957, a copy of the letter from the Deputy General Counsel of the 
Department of the Army to the Comptroller General dated August 1, 
1957, which set forth at length the position of the Department of the 
Army with respect to the subcommittee recommendation. The 
General Counsel of the Department of Defense has under considera- 
tion a Department of Defense Directive relating to the subject: which 
he will furnish to the subcommittee upon publication. 


SUBCOMMITTEE RECOMMENDATION NO. 26 


“ 


Comment.—Not applicable to the Department of Defense. 
SUBCOMMITTEE RECOMMENDATION NO. 27 
Comment.—-Not applicable to the Department of Defense. 


SUBCOMMITTEE RECOMMENDATION NO. 28 


Comment.—This Department cannot comment upon the subcom- 
mittee recommendation in the absence of indication from the Small 
Business Administration regarding the impact of the recommended 
procedure. It is also likely that consultation would be necessary with 
the Small Business Committees of the Congress before adopting a 
final position. 
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SUBCOMMITTEE RECOMMENDATION NO. 29 


Comment.—The foregoing represents consideration of the subcom- 
mittee recommendations by the Office of the Secretary of Defense. 
The actions described and attachments indicate that this office has 
directed that the Armed Services Procurement Regulations be 
amended to reflect these recommendations as indicated in attach- 
ment 1. 

SUBCOMMITTEE RECOMMENDATION NO. 380 


Comment.—Not applicable to the Department of Defense. 





[Attachment 1] 


ProrposEepD Revisions ro ARMED SERVICES PROCUREMENT REGULA- 
TIONS 


NEW ASPR 1-304 


804 Records of Contract Actions. Each contract file shall con- 
tain documentation of actions taken with respect to each contract, 
including final disposition. To the extent that retained copies of 
documents do not represent all actions taken, suitable memoranda or a 
summary statement of such undocumented actions shall be prepared 
promptly and be retained in the contract file in chronological order. 

[Norre.— See committee recommendation No. 18.] 


REVISED ASPR 1-807 


1-307 Responsible Prospective Contractor. Prior to the award of 
any contract for supplies or services, the contracting officer shall make 
an affirmative determination that the prospective contractor is respon- 
sible. Affiliated concerns (see ASPR 2-201 (ec) (xvii)) shall be consid- 
ered as separate entities in determining whether any one of them is a 
responsible prospective contractor (but see ASPR Section I, Part 7 
with respect to status as a small business concern.) This determina- 
tion shall be in writing for all contracts (except those of $2,500 or less, 
utilities contracts, and orders under existing contracts), and may be 
included in a duplicate signed copy of the Statement and Certificate 
of Award (Standard Form 1036) or in any other document required 
for the contract file, or may be separately prepared. In any case, 
such written determination signed by the contracting officer shall be 
retained in the contract file. A responsible contractor is one which 
meets all of the requirements set forth below. 

(a) is a manufacturer, construction contractor, or regular 
dealer, if the contract or order calls for supplies (see ASPR 
1-201.9); 

(b) has adequate financial resources, or ability to secure 
such resources; 

(c) has the necessary experience, organization, and technical 
qualifications, and has or can acquire the necessary facilities 
(including probable subcontractor arrangements) to, perform 
the proposed contract (where a bidder is proposing to use the 
facilities of an affiliate or of a concern other than the bidder, all 
existing business arrangements, whether firm or cointingent, for 
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the use of such facilities shall be considered in determining the 
ability of such bidder to comply with the required delivery or 
performance schedule) ; 

(1) is able to comply with the required delivery or performance 
schedule, taking into consideration all existing business commit- 
ments (contractors who are seriously delinquent in current con- 
tract performance, when the number of contracts and the extent 
of delinquencies of each are considered, shall, in the absence of 
evidence to the contrary or compelling circumstances, be pre- 
sumed to be unable to fulfill this requirement (d)); 

(e) has a satisfactory record of performance, integrity, judg- 
ment, and skills; and 

(f) is otherwise qualified and eligible to receive an award under 
applicable laws and regulations. 

Where it is considered necessary bv the contracting officer to prevent 
practices prejudicial to fair and open competition or for other reasons, 
prospective contractors may be required to submit affidavits concern- 
ing any of the requirements enumerated in (a) through (g) above, and 
company ownership and control (but see ASPR 2-201 (ce) (svii)). 

1307.1 Pre-Award Survey. 

(a2) A pre-award survey is a qualification check to determine that 
the prospective contractor is responsible. Such a survey need not 
cover all of the requirements of paragraph 1-307 above but may be 
limited to those requirements concerning which information available 
to the contracting officer is insufficient to support a determination or 
requires verification or further analysis. Preferably the survey should 
be made bv technical and financial specialists in the appropriate fields, 
and may include an “on the spot” check of the facilities of the pros- 
pective contractor. Surveys shall be made promptly so as to avoid 
delays in making awards. 

(b) Exeept as provided in (ec) below, the contracting officer shall 
request a pre-award survey in each procurement unless he has sufficient 
information to enable him to determine that the prospective contractor 
meets all the applicable requirements of ASPR 1-307. 

(c) Generally, a pre-award survey will not be required when: 

(1) the purchase is to be made under a Federal Supply Schedule; 

(ii) the purchase is to be made under an existing indefinite 
delivery type contract; 

(iii) the supplies are off-the-shelf items to be obtained from a 
regular dealer or manufacturer; or 

(iv) the dollar amount of the procurement is not sufficient to 
justify the cost of a pre-award survey, unless the contracting 
officer has reason to believe that the prospective contractor may 
not be responsible. 


1-307.2 Experience Data. 


(a) The military departments are authorized to maintain such 
records and experience data as may be deemed desirable for the guid- 
ance of contracting officers in the placing of new procurements. In 
making use of such materials, contracting officers shall assure them- 
selves that the information contained therein is current. The depart- 
ments are encouraged to exchange and confer concerning such records 
and experience data to the extent that the information contained 
therein will be mutually useful. 
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(b) Each purchasing office shall maintain appropriate records to 
insure the availability of contractor performance history on contracts 
which it has placed previously. Special attention shall be paid to, 
and records in more complete detail shall be maintained on (i) con- 
tractors who have indicated by their past actions that the character 
of performance on contracts is questionable, (ii) new contractors whose 
reliability has not been established and (iii) contractors whose repu- 
tation indicates the necessity for vigilance on the part of the contract- 
ing officer. 

{[Norr.—See Committee Recommendations as indicated below: 


Committee 
ASPR paragraph recommendation 


1-307, second sentence_____-_---- i ati pase ens No. 1! 
1-307, third sentence_______.._._------ pei Set ry No. 4 
1-307, fourth sentence______._.---_--- Sete. bigiie wakes No. 1 
a ctl nana bap eds ce de scw ts Cain adent bball No. 4 
RU Se ae Se ae ONS waae Sia 8 ae No. 13 
I-oui, ieee aemence.__....._. i S eke ere ee No. 5 
307-1 (a); eee0nd sentence... 2b Ue hee eee No. 9 
1-307.1 (a), last sentence________.-_- is ee ER rec 4t3Gs No. 9 
oe ey ee: a ee a a oe  aliad aa della a Rtas . No. 2 
De eck bi rcs matanad «Maas a . x inactate tier ahand Bika No. 18] 


ADDITION TO ASPR 2-201 (A) 


2-201 Preparation of Forms. The form or forms to be used in 
the solicitation of bids (see ASPR, Section XVI, Part 1) should con- 
tain substantially the following information and any other informa- 
tion required by procedures prescribed by each respective Department. 

(a) Invitation for Bids. 

* * = * * * * 

(v) “BIDS MUST SET FORTH FULL, ACCURATE, AND 
COMPLETE INFORMATION AS REQUIRED BY THIS 
INVITATION FOR BIDS (INCLUDING ATTACHMENTS). 
THE PENALTY FOR MAKING FALSE STATEMENTS IN 
BIDS IS PRESCRIBED IN 18 U.S. C. 1001.” 


Pending revision of the bid forms, the foregoing statement shall be 
included either on the face of the Invitation for Bids in bold type or 
attached thereto in such a manner as to insure its receiving bidders’ 
attention. In determining the completeness and accuracy of the 
information furnished by bidders on their bid forms, the provisions of 
ASPR 2-404 relative to minor informalities or irregularities in bids 
shall be considered. 
{[Nore.—See committee recommendation No. 8.| 


ADDITIONS TO ASPR 2-201 (Cc) 


2-201 Preparation of Forms. ‘The form or forms to be used in the 
solicitation of bids (see ASPR, Section XVI, Part 1) should contain 
substantially the following information and any other information 
required by procedures prescribed by each respective Department. 

+ * . * * + 
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(c) Schedule 
* * * ~ * * * 


(xvi) when considered necessary by the contracting officer, a 
re pedi that all bids must allow a period for acceptance 
by the Government of not less than a minimum period stipulated 
in the Invitation for Bids, and that bids offering less than the 
minimum stipulated acceptance period will be rejected. The 
minimum period so stipulated should be no more than that 
reasonably required for evaluation of bids and other pre-award 
processing. To accomplish the foregoing, a paragraph sub- 
stantially as follows may be included in the Schedule or other 
appropriate place in the Inivitation for Bids: 

Bid Acceptance Period. Bids offering less than days 
for acceptance by the Government from the date of opening 
will be considered nonresponsive and will be rejected. 

[Nore.—See committee recommendations Nos. 4 and 5.] 

(xvii) When considered necessary by the contracting officer 
to prevent practices prejudicial to fair and open competition (see 
ASPR 1-307 and 2-403), a requirement that each bidder submit 
with its bid an affidavit concerning its affiliation with other con- 
cerns. To accomplish the foregomg, a paragraph substantially 
as follows may be included in the schedule or other appropriate 
place in the Invitation for Bids: 

“Affiliated Bidders. (a) Business concerns are affiliates 
of each other when either directly or indirectly (i) one concern 
controls or has the power to control the other, or (ii) a third 
party controls or has the power to control both. 

(b) Each bidder shall submit with its bid an affidavit 
containing information as follows: 

(i) whether the bidder has any affiliates; 
(ii) the names and addresses of all affiliates of the 
bidder; and 
(iii) the names and addresses of all persons and con- 
cerns exercising control or ownership of the bidder and 
any or all of its affiliates, and whether as common officers, 
directors, stockholders holding controling interest, or 
otherwise.”’ 
The bid of a bidder who fails to submit such an affidavit 
will be considered nonresponsive and will be rejected. 
[NorE.—See committee recommendations Nos. 4 and 7.] 

(xvill) when it is reasonably anticipated that producing facili- 
ties will be required in the performance of the contract, a require- 
ment that all bids contain the following information concerning 
the principal producing facilities which will be used in the per- 
formance of any resulting contract: 

(A) exact location, including state, city, street, number, 
etc. (if such designation of principal producing facilities is 
not feasible, explain fully); and 

(B) names and addresses of owner and operator, if other 
than bidder. 

[Nore.—See committee recommendation No. 6.] 
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REVISION OF ASPR 2-403 


2-403 Rejection of Bids. Where it is determined after opening 
but prior to award that the requirements of ASPR 2-201 (d) have 
not been met, the invitation for bids shall be cancelled. Any bid 
which does not, when considered with the invitation for bids, suffi- 
ciently describe the item being offered, or which does not otherwise 
conform to the essential requirements of the invitation for bids, shall 
be rejected (but see ASPR 2-404). Where a bidder conditions or 
qualifies its bid by stipulations which modify the requirements of 
the invitation, such bid shall be rejected as being ronresponsive. 
An example of such a nonresponsive bid is one in which the bidder 
stipulates that its bid is to be considered only if prior to the date of 
award the bidder receives (or does not receive) award under a sep- 
arate procurement being conducted. All bids may be rejected by 
the contracting officer (i) when rejection is in the interest of the 
Government, or (ii) when he finds in writing that the bids are not 
reasonable, or were not independently arrived at in open competition, 
or are collusive, or were submitted in bad faith: Provided, That, if 
negotiation is to be used after any such rejection of all bids, the 
requirements of ASPR 3-215 must be satisfied. The originals of all 
rejected bids, and any written findings with respect to rejection, 
shall be preserved with the papers relating to the proposed purchase. 
Reports of possible violations of the antitrust laws or of any other 
Federal criminal statutes relating to procurement shall be made by 
each respective Department in accordance with procedures pre- 
scribed by that Department, provided that any evidence of bids not 
independently arrived at shall be forwarded to the Department of 
Justice. 


[Notr.—See committee recommendation No. 4.] 
REVISION OF ASPR 10~-103.1 


10-108.1 Performance Bonds in Connection With Contracts Other 
Than Construction Contracts. 'The extent to which performance bonds 
will be required in connection with contracts other than construction 
contracts shall be in accordance with procedures prescribed by each 
respective Department, except that the requirement of such a bond 
shall not be waived when an Invitation for Bids requires a performance 
bond. Conversely, a performance bond shall not be required unless 
the Invitation for Bids requires such a bond, or the requirement of 
such a bond is in the interest of the Government and not prejudicial 
to the other bidders. Whenever a performance bond is required: 

(i) the penal sum thereof shall be in an amount deemed 
adequate by the contracting officer for the protection of the 
Government; and 

(ii) it shall be furnished by the contractor within the time 
specified in the contract; and if it is not so furnished, the con- 
tracting officer shall notify the contractor that if the bond is not 
furnished within 10 days after receipt of such notice, the contract 
shall be terminated pursuant to paragraph (a) (ii) of the “‘De- 
fault’? clause of ASPR 7-103.11. 

[Nore.—See committee recommendation No. 23.] 
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[Attachment 2] 


AssisTaANT SecrRETARY OF DeErFsnsp, 
SupPLy AND LoaistTics, 
Washington, D. C., September 11, 1957 
Memorandum for The Assistant Secretary of the Army (Logistics) 
The Assistant Secretary of the Navy (Material) 
The Assistant Secretary of the Air Force (Materiel) 
Subject: 13th Report by the House Committee on Government 

Operations (H. Rept. No. 1168, August 14, 1957, ‘Military 

Clothing Procurement’’). 

The Military Affairs Subcommittee of the House Committee on 
Government Operations, in the investigations leading to the subject 
report, has pointed up several areas in which procurement practices 
could be improved. While the subject investigation was confined 
to a limited number of clothing procurements, the principles involved, 
for the most part, are applicable across the board. 

Accordingly, it is requested that the following matters be given 
urgent attention within your respective departments. 

Delinquency in contract performance.—In those industries where 
delinquencies in contract performance are widespread, renewed efforts 
must be made to secure timely performance. It is suggested that 
increased use be made of rights under ‘default’ articles until the 
situation improves, even in instances where continued performance 
by the delinquent contractor would normally appear to be a proper 
course of action. In this connection, consideration might be given to 
debarring contractors under applicable regulations. In those cases 
where delays are excusable, prompt contract amendments will serve 
to prevent erroneous conclusions regarding delinquency. 

2. Control of Government-furnished property.—It is requested that 
personnel responsible for controlling such property be enjoined 
strictly to comply with ASPR, appendix B. Instances of loss to the 
Government through negligence on the part of property adminis- 
trators or their assistants should be dealt with severely and promptly. 

Procurement planning.—lIt is requested that steps be taken to 
avoid, wherever practicable, the results of improper planning noted 
in the committee’s recommendation No. 15. 

Military clothing procurements.—\t is requested that the Execu- 
tive Director of the Military Clothing and Textile Supply Agency 
comply with the committee’s recommendations Nos. 20 and 22, and 
report to this office through channels, as soon as possible, actions 
taken with regard thereto and results. Comments are particularly 
requested on the recommendation that entire uniforms be bought in 
one procurement. 

Enclosed for your information is a memorandum I am sending to 
the ASPR committee. 

[ would appreciate it if each of you would advise me as soon as 
possible of actions taken by your respective departments in response 
to the Committee’s recommendations and this memorandum. 

Mr. Holifield has requested the Secretary of Defense to comment 
on the subject report and state what actions we are prepared to 
undertake in accord with the subcommittee recommendations. I 
understand that letters of similar import have been addressed to the 
Secretaries of the military departments. As previously indicated to 
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members of your staffs, I plan to reply to Mr. Holifield on behalf 
of the entire Department of Defense, which would obviate separate 
substantive replies by your departments. Of course, my reply will 
be coordinated with you prior to dispatch. 

[ am informing Mr. Holifield that he may expect my reply during 
the middle of October 

Perkins McGuire, 
Assistant Secretary of Defense 
(Supply and Logisties). 


[Attachment 3] 


DEPARTMENT OF THE Navy, 
Orrice or Navat MaArTeriA., 
Washington, D. C., October 9, 1957. 

Memorandum for the Assistant Secretary of Defense (Supply and 
Logistics). 

Subject: 13th Report by the House Committee on Government 
Operations (H. R. 1168, August 14, 1957, “Military Clothing 
Procurement’). 

Enclosure: (1) Proposed ONM Notice 4340. 


1. In your memorandum of September 11, 1957, you have described 
four areas in the field of procurement in which our practices could be 
improved. Of these the fourth is primarily of interest only to the 
Military Clothing and Textile Supply Agency. In addition you 
requested that these matters be given urgent attention within the 
Navy and that you be advised as to what corrective actions we are 
prepared to undertake in accord with the subcommittee recommen- 
dations. 

2. These deficiencies were brought to light at this time as a result 
of inquiry by the subcommittee into certain procurements of military 
uniforms, flight and athletic clothing by the Army and Marine Corps 
from the various Wynn Enterprises. It is agreed that the problems 
exist across the board in varying degree. Following are the Navy’s 
comments with respect to the first three areas under consideration: 

a. Delinquency in contract performance.—The hearings on which 
the subject report are based (pp. 80-86) include the introduction of 

(i) BUSANDA Instruction 4336.2 of March 1, 1956, (ii) Navy 
Procurement Directive NPD 8-001 of February 28, 1957, and (iii) 
NPD 1-306a of August 16, 1956. NPD 8-001 provides both the 
Navy policy and detailed procedures to prevent or cure contractor 
delinquency. Though issued only recently it is the result of detailed 
study over several years. Even so there are procedural problems 
which have arisen in the implementation of this policy and these are 
under continuing study to the end that they may be eliminated. 
NPD 1-306a, which is directed toward preaward surveys and which, 
therefore, goes to the heart of the delinquency problem is also under 
study. The initiation of this study predates the Wynn hearings and 
it has as its partial goal the same objective as current proposed 
revisions to ASPR 1—307.1 (a) being made as a result of recommenda- 
tions (2) and (9) of the subject report. 

In cases ope default is indicated, application throughout the 
contract of NPD 8-001 will insure that the contracting officer will 
know at the earliest possible moment that a slippage exists or is 
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imminent. Furthermore, he will have preserved his right to take 
default action or to amend the contract, for consideration, if such is 
in the best interest of the Government. In addition, by knowing 
at the earliest moment of a slippage, he has an advantage in being 
able to take timely default action. This permits repurchase against 
the defaulted contractor’s account without introducing delays which 
would otherwise be impossible for the Ne-ry to accept in the ultimate 
obtaining of the supplies. 

The remedy of debarment to cure delinquency is restricted to in- 
stances of willful failure to perform or a history of failure to perform. 
Its purpose is that of protecting the interest of the Government, not 
punishment. The effect of debarment of firms engaged principally 
in defense contracts is so ruinous as to prohibit its use unless all other 
remedies have been exhausted. Pending perfection of all of our 
policies and procedures in the areas of contract administration, deter- 
mination of responsibility or responsiveness and in the general good 
business sense areas of contracting the use of debarment to cure 
delinquency is not recommended except in extreme cases. 

In summary, there is a great awareness in the Navy of this problem 
of contractor performance, this awareness is not new, and active and 
effective measures to correct the problem have and are continuing to 
be taken. 

(b) Control of Government-furnished property—In this area the 
basic problem is one of es with existing directives and pro- 
cedures. Enclosure (1) has been prepared for immediate distribution 
to all personnel concerned. Its purpose is to forestall errors of the 
type listed in the subject report and to enjoin strictest compliance 
with ASPR and Navy directives. 

(c) Procurement planning.—The results of improper planning as 
listed in the subcommittee recommendation No. 15 are matters of 
continuing concern throughout the Navy. Encompassing as they 
do the entire area of procurement from funding through final delivery 
of an acceptable aad product, they incorporate all of the problems 
inherent in military procurement. The specific actions enumerated 
in subparagraphs (a) and (6) above and the ASPR Committee actions 
being taken in furtherance of other of the subcommittee’s recommenda- 
tions are representative of the Navy’s program of correction and 
prevention. These problem areas will remain under continuing 
study by my staff. 

E. W. Ciexton, 
Chief of Naval Material. 


Proposed ONM 4340 
ONM Notice 4340 M543—DJH:rh 


From: CNM. 
To: MIS, USN. 
Subject: Control of Government-furnished property. 
Reference: (a) Appendixes B and C to ASPR. 
(6) NAVCOMPT Manual, volume 3, chapters 6 and 7. 

1. Purpose.—To advise personnel concerned with the administra- 
tion of Government property in the possession of contractors of the 
importance of their responsibilities and the serious effects that may 
occur when negligent in the performance of these responsibilities. 
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Background.—The Military Affairs Subcommittee of the House 
Committee on Government Operations has pointed up several areas 
in which property administration practices should be improved. 
While their investigation was confined to a limited number of clothing 
procurements, the “principles involved, for the most part, were con- 
sidered applicable to other type procurements. Some of the areas 
cited where there was laxness on the part of Government personnel 
included 

(a) Material reported missing in shipment and/or material 
improperly identified and therefore reported missing. Con- 
tractors’ explanations for shortages or losses usually were accepted 
and the contractor not held liable. 

(6) Material reported received in soiled or damaged condition, 

Transfers of material by the contractor to other contracts. 

(d) Erroneous crediting of returned material from one contract 
to another. 

) Exeess usages of material. Generally, disputes concerning 
excess usage of materials were resolved in the favor of the con- 
tractor. ‘The files did not disclose the final disposition of some 
of the disputed cases. 

(f) Inconsistencies and inaccuracies in contractors’ records. 

(g) Discrepancies between quantities ticketed and shipped. 

General——The basic requirements for contractor and Govern- 
ment personnel for the control of Government property in the posses- 
sion of contractors are stated in reference (a). Reference (5) as 
supplemented by pertinent instructions promulgated by the Office 
of Naval Material, provides the implementing procedures to be used 
by inspection office personnel in administering the Government prop- 
erty clauses in contracts. Contract administrators are reminded that 
contractors are responsible for all Government property in their 
custody or control until relieved of that responsibility by the contract 
administrator. Since the actions of the contract administrator depend 
greatly on the recommendations of the property administrator, the 
property administrators are enjoined to give careful attention to 
performance of their duties in accordance with references (a) and (6). 
Careless performance of the property administration function may 
result in embarrassment to the Navy, costly recovery actions or 
complete loss of the property to the Government. Where negligence is 
involved on the part of Government personnel, disciplinary action 
7 be taken. 

Action.—Addressees shall disseminate this notice to personnel 
aa with the administration of Government property in the 
possession of contractors. Contract administrators and property 
administrators shall assure that Government property in the pos- 
session of contractors is administered in accordance with the terms of 
the contract, and references (a) and (6). 

5. Cancellation.—This notice is canceled upon completion of the 
action required therein and for record purposes, December 31, 1957. 











MILITARY CLOTHING PROCUREMENT 35. 


[Attachment 4] 


Date: Ocroser 3, 1957, 
Copy of Disposition Form 
File No. 
LOG/E1 52924 
Subject: Control of Government property in the possession of con- 
tractors. 

From: DCSLOG 
To: Chief of Ordnance 

The Quartermaster General 

Chief of Engineers 

Chief of Transportation 

Chief Signal Officer 

The Surgeon General 

Chief Chemical Officer 

1. The Department of the Army recently has been subjected to 
criticism by congressional committees because of instances where 
Government-owned property in the possession of contractors has not 
been controlled in strict accordance with appendix B of the Armed 
Services Procurement Regulations. 

2. Addressees are enjoined to take appropriate action to insure that 
all personnel rdupontetble for controlling Government property in the 
possession of contractors are thoroughly conversant with and comply 
with ASPR, appendix B. Such personnel should be warned that in- 
stances of loss to the Government through negligence on the part of 
property administrators or their assistants will be considered as serious 

reaches of established directives and dealt with accordingly. 

By direction of the Deputy Chief of Staff for Logistics: 


B. A. SAHOLsKY, 
Colonel, GS, Chief, Contracts Branch Procurement Division. 





[Attachments Nos. 5 and 6, containing DOD Directives 5160.12 
and 5160.15 and page changes, are in the files of the subcommittee.] 


APPENDIX 2 
CORRESPONDENCE WITH THE DEPARTMENT OF LABOR 


Aveust 16, 1957. 
Hon. James P. MircuHe nt, 


Secretary of Labor, Department of Labor, 
Washington, D. C. 

Dear Mr. Secretary: Enclosed for your consideration is the 
13th report of the Committee on Government Operations of the 
House of Representatives entitled “Military Clothing Procurement.” 
This report was prepared by the Military Operations Subcommittee 
under my direction and unanimously approved by the full Committee 
on Government Operations. 

You will note that this report discusses matters of interest and 
concern to the Department of Labor and contains a recommendation 
(No. 3 at p. 4) calling upon you to take certain action. The sub- 
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committee would appreciate having your comments on the report and 
advice as to what action you are prepared to undertake in accord with 
the subcommittee recommendation. 


Sincerely yours, 
_ Cuer Houiriexp, 
Chairman, Military Operations Subcommittee. 





DEPARTMENT OF LABOR, 

OFFICE OF THE SECRETARY, 
Washington, D. C., January 17, 1958. 
Hon. Cuer Houirie.p, 

Chairman, Military.Operations Subcommittee of the Committee 

on Government Operations, House of Representatives, Wash- 
ington, D. C. 

Dear ConGressMAN Ho.irietp: This is in further response to 
your letter transmitting a copy of the military clothing procurement 
report of the Committee on Government Operations, and calling 
attention to recommendation No. 3 of the report. 

The committee’s report and recommendation have been carefully 
considered and studied. These documents together, bear primarily 
on the ““‘manufacturer” contractual requirement of the Walsh-Healey 
Act and this Department’s re gulation under section 4 of the act defin- 
ing such term. The committee’s recommendation suggests clarifica- 
tion of this definition and of the definition of the companion term 


“regular dealer’ used in the act. 


The regulations defining a manufacturer as well as a regular dealer 
state the affirmative requirements to be met by potential contractors 
before they may receive Government contracts subject to the terms 
of the act. These definitions are of long standing and well established. 
They have effectively informed contracting agencies and bidders of 
the necessary qualifications for manufacturer or regular dealer status. 
However, it appears desirable additionally to detail the interpretation 
of the manufacturer definition in further guidance of bidders and 
contracting agencies. 

The contracting agencies, which ro the sole direct dealings with 
the many thousands of bidders for Government supply contracts, 
have the initial and major responsibility for determining the eligibility 
of such bidders to receive contracts subject to the act. This Depart- 
ment’s administrative responsibility under the act is to establish the 
overall criteria governing such eligibility to be applied by the agencies 
and to be met by prospective contractors. In view of the require- 
ment of the act that a contractor represent and stipulate that he is 
the manufacturer of the goods to be furnished under contract, the 
term manufacturer as defined by regulation is designed to require a 
showing in advance of award of the readiness and ability of a bidder 
to carry out the required contractual representation. 

The proper interpretation of this definition, as will be made clear, 
is that a bidder who desires to qualify for award as a “manufacturer”’ 
must show before award that he is an established manufacturer of the 
particular goods or goods of the general character sought by the 
Government, or if he is newly entering into such manufacturing activ- 
ity that he has made all necessary prior arrangements for manufactur- 
ing space, equipment, and personnel to perform manufacturing 
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operations required for contract performance. This requirement must 
be met to the satisfaction of the contracting agency as a condition 
precedent to any award of a contract covered by the act. The proper 
application of this requirement will adequately and effectively carry 
out the purposes and provisions of the Walsh-Healey Act, and preclude 
contract awards to “bid brokers” having neither the facilities nor 
intention to produce the contract goods. 

Whether from among the qualified bidders the Government should 
or would give its business to a new, untested manufacturing enterprise 
rather than to one that has become established involves decision as to 
the ability or suitability of the person to actually perform successfully 
the contract specifications. This determination lies outside the scope 
of the Walsh-Healey Public Contracts Act and is committed by other 
statutes to the sole judgment and discretion of the contracting agency 
awarding the contract. 

The alternate requirement of the act for eligibility to receive 
Government contracts subject to its terms, is the representation 
that a contractor “is a regular dealer in” the goods to be furnished 
the Government. [Emphasis supplied.] The statutory qualification 
of the term “dealer” by the requirement that he be a “regular’’ dealer 
is accorded significance in the Department’s regulation defining 
“regular dealer.”” The Department’s interpretation of this regulation 
requires a showing before award of the existence of a suitable estab- 
lishment and a stock-on-hand of appropriate goods for sale and also 
a showing of a regular and usual course of dealing with the general 
public as to such goods. A showing limited to arrangements for such 
an establishment and stock of goods would fail to grant qualification 
in view of the further necessary showing of an established business 
dealing with the general public. Thus initially perfecting status as a 
regular dealer is far more time consuming and difficult than as to a 
new, bona fide manufacturing enterprise seeking Government business. 
This result necessarily follows the requirement of the act that dealers 
be “regular,”’ that is, established dealers, to qualify for Government 
contracts under the act, particularly since regular dealers as such are 
nonmanufacturers and more clearly pose the problem of proscribed 
bid brokers receiving Government contracts. 

Revision of our published Rulings and Interpretations No. 3 is 
nearing completion and will be published in the Federal Register. 
It will contain a full statement of the necessary qualifications of 
bidders for Government contracts under the Walsh-Healey Act. We 
intend to send to all contracting agencies for the information of their 
procurement officers a copy of these revisions, calling to their attention 
the rulings and interpretations regarding the qualifications necessary 
to receive Government contracts subject to the act. 

Sincerely yours, 
JAMES T. O’CoNNELL, 
Under Secretary of Labor. 
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APPENDIX 3 
CORRESPONDENCE WITH THE SMALL BusINEss ADMINISTRATION 


Aveust 16, 1957. 
Hon. WenpeE.t B. BarRngs, 
Administrator, Small Business Administration, 
Washington, D. C. 

Dear Mr. Barnes: Enclosed for your consideration is the 13th 
Report of the Committee on Government Operations of the House of 
Representatives entitled ‘Military Clothing Procurement.” ‘This 
report was prepared by the Military Operations Subcommittee under 
my direction and unanimously approved by the full Committee on 
Government Operations. 

You will note that the report considers certain actions and responsi- 
bilities of your agency, particularly beginning at page 39, and in 
recommendations 26, 27, and 28 at pages 6 and 7. 

The subcommittee would appreciate having your comments on this 
report and your advice as to what actions your agency is prepared to 
undertake in accord with the pertinent recommendations. 

Sincerely yours, 
Cuer Ho.iFie.p, 
Chairman, Military Operations Subcommittee. 


SMALL Bustness ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., December 19, 1957. 
Hon. Cuetr Ho .irrexp, 
Chairman, Military Operations Subcommittee of the Committee on 
Government Operations, House of Representatives, Washing- 
ton, D. C. 

Dear ConeressMAN Ho.trtetp: We regret the delay in replying to 
your letter of August 16, 1957, requesting comments on the 13th re- 
port of the Committee on Government Operations and the action this 
agency is prepared to undertake in accordance with the pertinent 
recommendations of the committee. Recommendations 26, 27, and 
28 on pages 6 and 7 of the report are the only recommendations that 
relate directly to this agency. 

Recommendation 26 is: 

“Certificates of competency issued by the Small Business Adminis- 
tration should be based on a review of the bid and contract information 
in procurement agency files, plant survey reports, and independent 
field investigations, and should be consistent with applicable statutes 
and regulations governing bidder qualifications.” 

Certificates of competency are issued by this agency in accordance 
with applicable statutes and regulations governing bidder qualifica- 
tions. Recognizing the need for basing these centiiivatée on complete 


factual information relative to the applicant’s production and finan- 
cial abilities, this agency’s procedures, which are contained in SBA 
Manual 400, provide that our field and Washington offices shall: 
(a) Review the case application and other documents con- 
cerning the procurement with its production requirements; 
(b) Make a physical survey of the applicant’s production, engi- 
neering and technical ability; 
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(c) Obtain information from Government procuring agencies 
and other sources within and without the Government with 
respect to the applicant’s production, engineering, and technical 
ability; 

(d) Obtain regular commercial credit reports concerning appli- 
cant’s financial competency; and, 

(e) Visit the applicant’s offices to determine its fiscal practi- 
ces, procedures, records, etc., and confer with the applicant’s 
accountants, banks, and other sources within and without the 
Government for other pertinent information concerning the 
applicant’s financial position, in order that an analysis can be 
made of his financial ability to perform the contract. 

Copies of the SBA report forms required to be completed by our 
offices and which comprise a part of the case file folder are enclosed. 

I believe these procedures and the SBA Manual requirements 
insure effectuation of the committee’s recommendation. 

Recommendation 27 is: 

“In making size determinations for purposes of small-business 
classification, the Small Business Administration should verify certi- 
fications of the prospective contractor in doubtful or difficult cases 
through field investigations by regional office personnel including 
inspection of payroll data. Size determinations should take into 
account not only average past employment over a designated period 
but prospective employment in performance of the Government 
contract or contracts.” 

Section 103.2 of this agency’s published regulations (22 F. R. 2121) 
provides for the use of the average employment of the concern and 
its affiliates during the pay period ending nearest the 15th day of the 
3d month in each calendar quarter for the preceding four quarters, 
If the concern has not been in existence for four full calendar quarters, 
the average employment during the period of its existence, based on 
the number of employees employed during the pay period ending 
nearest the 15th day of each month is utilized. 

Applicants seeking this agency’s certification must complete SBA 
Form 355 (copy enclosed). This form, properly completed, provides 
information pertinent to making a decision as to the size of the appli- 
cant. In almost all cases the applicant submits additional information 
which he believes would assist this agency in making size determina- 
tions. While an inspection is not customarily made of the applicant’s 
payroll data since the employment information requested is the same 
as that which the applicant has submitted to the Bureau of Internal 
Revenue on their form 941, field personnel visit the applicant’s plant 
or place of business to verify information submitted, or to acquire 
additional information in difficult or doubtful cases, or where there is 
reason to suspect the veracity of the claim to small business status. 

It is believed that these regulations will preclude prospective Gov- 
ernment contractors from reducing the number of their employees 
prior to bidding in order to qualify as a small-business concern and, 
thereafter rehiring or replacing the discharged employees after the 
award is made. [ fully recognize the problems implicit in the “up 
and down” employment that is common in certain industries. Ordi- 
narily, it is not feasible to consider as a factor the possible increase in 
employment that will result from the award of the contract being 
considered. Moreover, we do believe that utilization of the average 
annual employment gives a more realistic picture of the concern’s 
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employment requirements and its status as a small-business concern, 
particularly when viewed in light of the concern’s place in its field 
of operation, i. e., the applicant must also establish that it is not 
dominant in its field of operation. We feel that these procedures are 
a substantial improvement over previous methods of determining 
which companies are small businesses. 

Recommendation 28 is: 

“The Small Business Administration should be notified in advance 
of all pending contract awards reserved or set aside in whole or in 
part for small business. A certification from the Small Business Ad- 
ministration that the prospective contractor qualifies as small business 
should be obtained by contracting officers in making such awards.” 

This Agency endeavors, to the maximum extent possible, to obtain 
advance information concerning all proposed awards under procure- 
ments reserved in whole or in part for small business. However, 
it is not always possible for us to obtain this information. This i is 
particularly true if unilateral set-asides are made by the military 
departments under the provisions of title 10, United States Code, 
section 2304 (a) (1), and by those civilian agencies authorized to 
utilize title 40, United States Code, section 252 (c) (1). 

It is noted that recommendation 28 also suggests that prior to 
award, a certification from this Agency should be obtained to the 
effect that the specific contractor qualifies as a small business. It 
appears that effectuation of this is not practicable in light of the 
existing budgetary situation. During fiscal year 1957, SBA in 
cooperation with ‘the military services, made 7,649 set-asides for 
small business concerns, and in cooperation with the civilian agencies, 
made 1,740 such set-asides, or a total of 9,389 set-asides. <A total of 
13,416 contracts was awarded under these set-asides. I believe you 
will agree that since this Agency employed only 97 professional, 
nonsupervisory, field personnel in the entire procurement and tech- 
nical assistance program for fiscal year 1957, it would not have been 
feasible for us to undertake a size investigation, determination, and 
certification in connection with so large a number of contracts. Be- 
cause of this practical problem, this Agency has been compelled to 
adopt the self-certification method in instances where the contractor’s 
status is not challenged. 

In this connection, it has been noted that self-certification is 
practiced by many Government agencies. For example, insofar as 
income tax reporting is concerned, the Government relies on the tax- 
payer’s statements as to dependents, capital gains, ete. Of course, 
spot checks are made and the taxpayer is subject to prosecution if 
the statements are false. This Agency is undertaking to make similar 
spot checks and will report promptly to the Department of Justice for 
appropriate action any instances in which it is ascertined that the 
self-certification by a prospective contractor violated title 18, United 
States Code, section 1001. 

I shall be happy to discuss the foregoing procedures with repre- 
sentatives of your subcommittee and give utmost consideration to 
any suggestions the subcommittee desires to recommend in this matter. 

Sincerely yours, 
Wenpve.tt B. Barnes, Administrator. 


[The SBA forms enclosed with this correspondence are in the files. 
of the subcommittee.] 
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APPENDIX 4 
CoRRESPONDENCE Wirn THE GENERAL SERVICES ADMINISTRATION 


Aveust 16, 1957. 
Hon. FrRanKuin G. FLOETE, 


Administrator, General Services Administration, 
General Services Building, Washington, D. C. 

Dear Mr. Fioere: Enclosed for your consideration are the 13th 
and 14th reports of the Committee on Government Operations of the 
House of Representatives entitled, respectively, “Military Clothing 
Procurement” and “Letter Contracts and Contract Terminations in 
Military Procurement.”’ These reports were prepared by the Mili- 
tary Operations Subcommittee under my direction and unanimously 
approved by the full Committee on Government Operations. 

While these reports are concerned primarily with military procure- 
ment matters, I know they will be of interest to the General Services 
Administration in view of its broad procurement responsibilities. 
Insofar as these reports treat of matters in which your agency has a 
jurisdictional concern or interest, the subcommittee would appreciate 
having your comments. 

Sincerely yours, 
Cuer Ho.irterp, 
Chairman, Military Operations Subcommittee. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., September 25, 1957. 
Hon. Cuer Houirie.p, 
Chairman, Military Operations Subcommittee, 
House of Representatives, Washington, D. C. 

Dear Mr. CHarrMan: GSA’s comments with respect to the 13th 
report of the House Committee on Government Operations are 
attached. Each comment is identified with the number that was 
used for the corresponding recommendation. In connection with the 
committee’s 14th report, our comments follow: 

GSA generally does not utilize letter contracts. However, there 
undoubtedly will be circumstances under which letter contracting 
will be the only feasible method of establishing a commitment. 
We do agree that letter contracts should be formalized as rapidly 
as possible. We concur in the observation that the Government 
should not terminate a contract for convenience when it is in a 
position to terminate for default. 

Many of the points covered in these documents highlight problem 
areas that have vexed Government procurement for a long time. This. 
agency is keenly aware of them and is constantly striving to find solu- 
tions for application in GSA’s own procurement operations and in 
discharging its responsibility for governmentwide procurement policy. 

We sincerely appreciate having been given an opportunity to study 
these reports and submit our comments. 

Sincerely yours, 

FRANKLIN G. FLoEetTE, Administrator. 
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COMMENTS ON “PART Il RECOMMENDATIONS” CONTAINED IN THE 13TH 
REPORT BY THE COMMITTEE ON GOVERNMENT OPERATIONS, UNION 
CALENDAR NO. 4583, HOUSE REPORT NO, 1168, 85TH CONGRESS, 1ST 
SESSION 


1. We agree it is important and necessary to establish bidder respon- 
sibility before issuing an award and our procedures require the con- 
tracting officer to determine, prior to awarding a contract, whether 
the bidder qualifies as a responsible bidder with respect to the con- 
tract being considered. The contracting officer must consider whether 
the bidder satisfies all of the following requirements: 

(a) Has adequate financial resources to complete the proposed 
contract; 

(6) Has the necessary experience, organization, technical qualifica- 
tions, and facilities to perform the contemplated contract; and 

(c) Is otherwise qualified and eligible under applicable law and 
regulations. 

When, in the judgment of the contracting officer, there is doubt as 
to a prospective contractor’s responsibility and ability to perform the 
contract, the contracting officer obtains an.inspection report on plant 
facilities and operations and a financial report. All of this data is 
contained in the file and is a part of the recommendation and approval 
of award. Insofar as GSA procurements are concerned, we do not 
believe it is necessary for the contracting officer to make an affirmative 
determination, in writing, of the bidder’s responsibility. 

With respect to other Government agencies we feel that when their 
procedures provide for a similar thorough evaluation of the supplier’s 
responsibility prior to issuing an award, it would not be necessary to 
make a separate additional determination in writing. 

2 and 3. We agree that the Secretary of Labor should promulgate 
new instructions explaining clearly the statutory qualifications for 
bidders on Government procurements subject to the Walsh-Healey 
Public Contracts Act, and citing the circumstances under which bid- 
ders should be disqualified for lack of manufacturing or dealership 
facilities. When this is done, it will be possible for contracting 
officers to make affirmative determinations as to bidder qualification in 
accordance with the requirements of the Walsh-Healey Public Con- 
tracts Act, utilizing information obtained from plant and financial 
reports. 

Currently, we provide for bidder qualification under the Walsh- 
Healey Public Contracts Act by self-certifications by bidders and not 
by making separate investigations in addition to the regular checks on 
bidder responsibility outlined under 1 above. It is possible that 
separate investigations and determinations would result in an undue 
administrative burden. Such determinations should therefore be 
required in unusual cases only, and, when made, should be based upon 
instructions promulgated by the Department of Labor. 

4and 5. We have not found multiple bidding to be a major problem. 
Good competition from several sources generally protects the Govern- 
ment in this area. While we agree that it would be good practice to 
bar illegitimate multiple bidding, the elimination of bona fide multiple 
bidding may cause the Government to pay higher prices. In the case 
of procurements that are susceptible to illegitimate multiple bidding, a 
provision requiring bidders to submit affidavits of company ownership 
and control would be beneficial. When an instance of multiple bidding 
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is disclosed, the contracting officer should have clear and firm criteria, 
established by statute and implemented by governmentwide regula- 
tions, to assist him in determining whether sch bidding is improper. 

6. All of this information is obtained at the time of inspection of the 
bidder’s plant facilities and operations except information as to whether 
the facility is owned or leased by the bidder. If the bidder has the use 
of the facility, whether it is owned or leased does not appear to be 
material. 

7. This would present a voluminous amount of paperwork for firms 
holding numerous Government contracts. The nature and extent of 
their Salininedadins would no doubt be minimized by bidders. We 
believe that this information can be developed more feasibly and 
effectively by maintaining detailed performance records and by plant 
facilities inspections. 

8. We agree that bid forms must be properly, accurately, and com- 
pletely filled out. A bid is not considered when the bidder fails to 
include data which is essential in evaluating bids. We have no objec- 
tion to including a statement in the bid forms in regard to penalties 
for making false statements to the Government. 

9. Concur. 

10. We concur and have recently established a procedure whereby, 
on important contracts, a responsible official and the inspector 
assigned to the transaction take the notice of award to the contractor 
to explain all contract details and to emphasize the importance of 
adhering to the contract. 

11. Concur. 

12. Concur. 

13. Concur. 

14. This recommendation would be beneficial to DOD provided 
the administrative expenses are not unduly high. It is assumed that 
a study will be made by the Department of Defense to determine the 
administrative expense involved in developing such a system in rela- 
tion to the benefits to be derived. 

15. We concur and note that information with respect to parts 1 
and 2 could be obtained from the system mentioned in the comment 
on recommendation 14. 

16. Concur. 

17. Concur. 

18. We concur but feel that a summary sheet of actions taken is 
not always essential if a complete and well organized file is properly 
maintained in accordance with standardized procedures. 

19. Not applicable to GSA. 

20. Concur. GSA Regulation 1—-IT—206.00 covers this subject and 
» particular points mentioned in the recommendation are provided 
or. 

21. We agree that formal advertising should be utilized whenever 
possible. Also, that it is generally undesirable to simultaneously 
procure separate quantities of the same item by negotiation and by 
formal advertising. However, it is sometimes necessary to procure 
an interim quantity of urgently needed supplies by negotiation at 
the same time the regularly scheduled requirement is being procured 
by formal advertising. 

22. Concur. 

23. Concur. 
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24. We feel that in those cases where delivery is of such significance 
that it can be reasonably anticipated that a delinquency would cause 
the Government to suffer real but difficult to measure damages, the 
contract should include a liquidated damages provision. In other 
cases the Government’s interest would be protected by proper ad- 
ministration of the default clause of the contract provisions. 

25. We agree with this principle, but feel that legislation should be 
enacted to cover this point. 

26 and 27. These recommendations apply to SBA. 

28. The SBA representatives assigned to GSA recommend procure- 
ments to be set aside in whole or in part for small business. The 
procedure provides automatic advance notification to SBA. 

SBA has established criteria for determining whether or not a firm 
qualifies as a small business. We do not feel it is necessary to have 
the SBA representative certify as to a firm’s qualification unless there 
is a question regarding the particular firm’s status. 

29. This recommendation applies to DOD. 

30. This recommendation applies to GAO. 





APPENDIX 5 
CoRRESPONDENCE WITH THE INTERNAL REVENUE SERVICE 


Aveust 16, 1957. 
Hon. Russet, C. Harrineron, 
Commissioner, Internal Revenue Service, 
Department of the Treasury, Washington, D. C. 

Dear Mr. Harrineton: Enclosed for your consideration is the 
13th Report of the Committee on Government Operations of the 
House of Representatives entitled ‘‘Military Clothing Procurement.” 
This report was prepared by the Military Operations Subcommittee 
under my direction and unanimously approved by the full Committee 
on Government Operations. 

In the course of the investigation representatives of the Service 
were in contact with members of the subcommittee staff and had 
access to subcommittee records of interest to them. 

You will note at page 58 of the report a discussion of a tax matter 
of possible interest to the Service. The subcommittee would appre- 
ciate having any comments you may wish to make concerning this 
report and would like to be advised of any tax actions taken, or to be 
taken, with reference to the companies involved in this inquiry. 

Sincerely yours; 


Cuer Ho.irie.p, 
Chairman, Military Operations Subcommittee. 
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Unitep Srates Treasury DEPARTMENT, 
CoMMISSIONER OF INTERNAL REVENUE, 


Washington, September 23, 1957. 
Hon. Curt Houiriep, 


Chairman, Military Operations Subcommittee of the Committee 
on Government Operations, House of Representatives, Wash- 
ington, D. C. 

My Dear Mr. CuarrMan: This is in reply to your letter dated 
August 16, 1957, transmitting a copy of the 13th Report of the Com- 
mittee on Government Operations of the House of Representatives, 
entitled “Military Clothing Procurement.” In your letter you also 
call our attention to certain tax aspects of the report which might be 
of interest to the Service. 

Copies of the report of the subcommittee have been forwarded to 
the regional commissioners at New York and Atlanta, under whose 
jurisdiction the returns of the various taxpayers should have been 
filed, requesting that they initiate such examinations in each case as 
the facts and circumstances warrant. You will be promptly advised 
as soon as we receive the reports as to the actions taken that we have 
requested from the regional offices. 

Thank you for sending us this copy of the report. 

Very truly yours, 
Dean J. Barron, 
Acting Director, Audit Division. 


APPENDIX 6 
CoRRESPONDENCE WITH THE RENEGOTIATION BoarpD 


Aveust 16, 1957. 
= r ‘ ‘ 7” , 
Hon. THomas CoGGESHALL, 


Chairman, Renegotiation Board, 
Washington, D. C. 

Dear Mr. CoacrsHauu: Enclosed for your information are the 
13th and 14th reports of the Committee on Government Operations of 
the House of Representatives, entitled, respectively, “Military Cloth- 
ing Procurement” and ‘‘Letter Contracts and Contract Terminations 
in Military Procurement.”’ These reports were prepared by the Mili- 
tary Operations Subcommittee under my direction and unanimously 
approved by the full Committee on Government Operations. 

There may be matters in these reports, and particularly in the report 
on military clothing procurement, of interest to your agency. I wish 
to take this opportunity to thank you and staff members of the Board 
for helpful advice and assistance in connection with the inquiry. 

Sincerely yours, 
Cuet Ho.irie.p, 
Chairman, Military Operations Subcommittee. 


[This letter required no formal reply.] 
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APPENDIX 7 
CorRESPONDENCE Wits THE GENERAL ACCOUNTING OFFICE 


Avcustr 16, 1957. 
Hon. Josspn CAMPBELL, 
Comptroller General of the United States, 
General Accounting Office, Washington, D. C. 

Dear Mr. Campseuu: Enclosed for your consideration are the 
13th and 14th reports of the Committee on Government Operations 
of the House of Representatives, entitled, respectively, ‘‘Military 
Clothing Procurement” and “Letter Contracts and Contract Termina- 
tions in Military Procurement.’’ These reports were prepared by the 
Military Operations Subcommittee under my direction and unani- 
mously approved by the full Committee on Government Operations. 

You will note that the report on military-clothing procurement in 
recommendation 30 at page 7 calls upon the General Accounting 
Office to take certain action. The subcommittee would appreciate 
having your comments on this report and your advice as to what 
action the General Accounting Office is prepared to undertake in 
accord with the recommendation. 

The report on letter contracts and contract terminations embodies 
the three surveys made by the General Accounting Office in this 
area pursuant to a recommendation in a previous subcommittee report 
(H. Rept. 1891, 84th Cong., 2d sess.). 

Sincerely yours, 
Cuet Ho.uiri£.p, 
Chairman, Military Operations Subcommittee. 





GENERAL AccoUNTING OFFICE, 
CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, September 4, 1957. 
Hon. Cuet Ho.uirie.p, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 


Dear Mr. Cuarrman: This is in reference to your letter of August 
16, 1957, transmitting for our consideration the 13th and 14th reports 
of the Committee on Government Operations of the House of Repre- 
sentatives entitled, respectively, ‘Military Clothing Procurement” 
and ‘Letter Contracts and Contract ‘Tevunhinatiogie in Military 
Procurement.” 

We have noted recommendation No. 30 in the Military Clothin 
Procurement report wherein the General Accounting Office is deiyiidnted 
in their management surveys of the military-procurement agencies to 
determine the extent to which the administrative changes have been 
instituted to effect the recommendations of the committee. We will 
be glad to comply with the committee’s recommendation. In the 
future our audit programs for this area will include a review of the 
agencies’ actions with respect to the committee’s recommendations. 

In our next audit of the Philadelphia Quartermaster Depot we will 
make a review of their procurement policies and practices to determine 
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the extent of improvements effected. A report on our findings will 
be submitted to the committee at the completion of the audit. 

Your referral of the reports is greatly appreciated. We would also 
like to thank you for the opportunity of working with your staff in the 
studies covered by these reports. We feel that the experience gained 
in working with you will be of great benefit in our reviews of these 
activities. The work of the subcommittee is most commendable 
and should provide a basis for considerable improvement in the 
Government’s policies and practices in the procurement field. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


O 
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Dear Mr. Speaker: By direction of the Committee on Government 
Operations, I submit herewith the committee’s nineteenth report to the 
85th Congress. ‘The committee’s report is based on a study made by 
its Military Operations Subcommittee. 
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UNITED STATES MILITARY AID AND SUPPLY PROGRAMS 
IN WESTERN EUROPE 


Frepruary 20, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


NINETEENTH REPORT 
SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On February 19, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled, 
‘United States Military Aid and Supply Programs in Western 
Europe.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


INTRODUCTION 


Kor 3 weeks in September—October 1957, the Military Operations 
Subcommittee was in Western Europe. The purpose of the subcom- 
mittee’s trip was fivefold: 

1. To examine certain aspects of our military assistance programs 
in major countries of Western Europe; 

2. To study the effects of changing concepts of supply support to 
United States Military Forces abroad; 

3. To obtain firsthand information on the status and role of NATO 
in the light of nuclear weapon and missile developments; 

4. To study the civil defense and underground shelter system of 
Sweden in connection with the subecommittee’s civil defense investiga- 
tions; and finally, 
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5. To observe educational, technical, and production efforts behind 
the Lron Curtain—efforts which pose the greatest challenge ever faced 
by the United States and the free world. 

Conferences and briefings were held at various locations, including 
the United States Air Force supply depots at Burtonwood, England, 
and Chateauroux, France; the United States Navy Purchasing Office 
at London, England; the United States Army European Headquarters 
at Heidelberg, Germany; the United States Air Force European 
Headquarters at Wiesbaden, Germany; the United States Regional 
Organization and the United States European Command Head- 
quarters at Paris, France; and the Supreme Headquarters, Allied 
Powers, Europe, located at Fontainebleau, France. 

In addition to the formal conferences and briefings, subcommittee 
members took eve ry opportunity to confer informally with American 
diplomatic and military personnel in the countries visited. 

Extensive information also was obtained directly from national 
civil defense authorities in Denmark and Sweden. ‘The subcommit- 
tee’s findings relating to atomic shelters in the Scandinavian countries 
will be presented in a subsequent report dealing with new civil defense 
legislation. 

Certain observations on the nature of the Soviet challenge, based 
on the subcommittee’s visit to the Soviet Union and on a review of 
intelligence data, is presented in the last part of this report. 

Suppl! menting its own inquiries overseas, the subcommittee has 
reviewed other classified and unclassified re ports on milits ary aid and 
supply pny orams, in cluding those of the General Accounting Office 
Since the latter have been the subject of a separate report by the 
Executive and Legislative Reorganization Subcommittee, this sub- 
committee does not attempt to cover the same ground in detail but 
refers to the General Accounting Office material in support of particu- 
lar observations 

In this report the subcommittee has endeavored, within the limits 
imposed by s rg restrictions, to present a forthright appraisal of 
our military aid and supply programs in Europe. 

The wuboommittes believes that such an appraisal is necessary and 
imely. Too often the executive agencies, principally the Depart- 
ments of State and Defense and the International Cooperation 
Administration, have offered —— of these programs before 
the legislative and appropriat mn committees of the Congress in 
general terms without discussion and analysis of specific accomplish- 
ments. 

Once again the American people are being asked to contribute a 
goodly portion of their earnings, through tax dollars, for foreign aid. 
They are told that the outlays for this purpose are a wise and sound 
investment in defensive strength against Communist aggression. 

This report is not an attempt to pass upon the broad general policies 
of military aid to foreign countries, but assesses broadly the returns on 
the military portion of our investment in Europe. The report is not 
animated by partisan concerns nor does it question the basie principle 
of collective defense of the free nations. Rather it invites critical 
analysis of a subject largely roped off by security and it suggests ways 
to strengthen collective defense at less cost in dollars. 
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CONCLUSIONS AND RECOMMENDATIONS 


The Soviet challenge demands of Americans a stern new dedication 
to the tasks of building defensive strength for peace. 

To make our efforts count, to avoid a wasteful dissipation of human 
energies and material resources, we must quickly but carefully reassess 
our total military needs and obligations. 

Military aid to other nations must figure in that reassessment. 

Under present methods of operation, we do not know what we are 
trying to accomplish through military aid. There is no comprehen- 
sive plan against which yearly progress can be measured. There is 
no way to relate program costs to yearly appropriation requests. 
Congressional appropriations are little better than blank checks. 

However we look at the military aid program, there is large w astage 
of resources. Inordinate complexities of organization and serious 
deficiencies in planning and administration characterize the program, 

The complicated structure and excessive “overhead” of our own 
military establishment, the separate dealings with the armies, navies, 
and air forces of a dozen or more NATO countries, the lack of weapons 
standardization and of interchangeability of parts and supplies—these 
and many other military-aid factors eat up dollars without building 
strength. 

Whatever progress we have made in building allied strength is 
threatened by Soviet advances. NATO approaches a crisis. To 
accomplish its purposes, NATO needs a new strategy, new weapons, 
and a new logistics support system. 

( \endhonall outpouring of military supplies and equipment, without 
careful regard to country capabilities to use them effectively, and 
without a strategy of free world defense, creates a dangerous illusion 
of security. 

The scientific and productive resources of the NATO countries are 
not being effectively used. F oten tially, the combined resources of 
NATO members are a powerful force for freedom that the Communist 
countries cannot match. Actually, these resources have not been 
mobilized. 

A high order of statesmanship and imaginative military planning 
are requir id to evoke greater and more cooperative endeavors of the 
free world alliance. 

American military aid efforts must be redirected to helping the 
NATO nations achieve self-sufficiency in conventional weapons and 
spare parts, and in developing new weapons adapted to NATO 
Strategic re quire ments. 

We must put our own house in order. Some improvements can 
be made in present planning and programing of military aid. More 
substantial improvements require drastic reorganization. 

The military-aid program should be reexamined at the National 
Security Council level in relation to national resources and other 
military needs. Determinations should be made as to how long the 
program is to continue, what precise objectives it is to serve, and 
how best they can be achieved. 

2. Basie reorganizations now being considered for the Military 
Establishment should include specific measures to reconstitute the 
Kuropean Theater Command as an organic unity rather than as a 
coordinating body. In this way, separate military service activities 

H. Rept. 1371, 85—-2—— 
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and organizations, with their heavy overhead, duplicating efforts, 
and costly inventories of supplies and equipment could be reduced to 
a more compact and cohesive structure. 

3. In this process, the whole supply support structure for United 
States forces in Europe should be reexamined in the light of the 
nuclear war threat. Direct-supply support from the U nited States 
should be extended to cover more items. Large depot complexes 
should be reduced in favor of dispersed, flexible ‘supply units, 

4. Military-aid programs designed to meet artificial force goals or 
nonmilitary objectives, or to supply elements that cannot be effec- 
tively mobilized within a reasonable time, should be reconsidered and 
cut back, possibly in favor of other forms of assistance. 

Deliveries of obsolete weapons under military-aid programs 
should be discontinued. A new priority list of military equipment 
eligible for these programs should be drawn up for the purpose of 
minimizing continued dependence on spares support from the United 
States. 

6. Know-how is more important at this time than dollars in mili- 
tary aid. Logistics training programs should be made an integral 
part of United States military assistance, so that recipient countries 
can acquire the management skills and experience for self-sufficiency. 

A regional manager for spare parts should be established in the 
European Theater Command, in accord with recommendations of the 
Defense Spare Parts Working Group appointed by the Assistant Secre- 
tary of Defense for International Security Affairs. The regional man- 
ager would have specific responsibilities for determining and con- 
solidating country requirements, for improved record keeping, for re- 
distributing excesses, and for other measures designed ‘“‘to develop a 
— base of internal supply competence” in Europe. 

The functions of the regional manager should be expanded, when 
iaieweaaraie, to replace separate service procurement activities and to 
a United States supply management operations in Europe. 

The Military Assistance Advisory Groups should be withdrawn 
iia their individual country stations and reconstituted as a small, 
highly trained regional mobile team to work in conjunction with the 
regional manager. 

10. American leadership should be exerted in NATO to develop a 
NATO-wide logistics organization and an effective standardization 
program. In support of this objective the United States regional 
manager organization eventually should be shifted to NATO, and 
future military aid should be geared directly to NATO requirements 
and operations. 

11. Pooling of scientific resources of the free nations holds great 
promise for development of new weapons and for reducing conven- 
tional military aid. The United States Mutual Weapons Develop- 
ment Team should be revamped and authorized to promote vigorous 
integrated programs of scientific research and development among the 
NATO members, with ultimate sponsorship by NATO. 


[. CrriviquE oF JUSTIFICATIONS FOR MILITARY ASSISTANCE 


To meet the Soviet challenge, a cardinal point of American policy 
is that this Nation will not go it alone. By treaty, law, and well- 
established practice, the United States is committed to helping other 
nations in a common fight against Communist tyranny. 
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Even before the guns and planes of World War II were stilled, the 
United States began to give large and generous amounts of economic 
aid to the war-shattered nations for relief and rehabilitation. Longer 
term aid, commencing with the Marshall Plan, was started a decade 
ago. 

“With such help, many countries could restore their national life, 
resist the insidious encroachments of communism at home, and con- 
tribute to collective defense against the direct physical threat of Soviet 
aggression. 

In recent years, American aid to Western Europe gradually has 
progressed from the economic recovery feature of the Marshall Plan 
to the defense-support and direct military rearmament aid embodied 
in the Mutual Defense Assistance Program. The outbreak of the Ko- 
rean war quickened the shift of emphasis. Today, United States 
assistance to the nations of Western Europe is almost entirely military 
in nature 

The pric e tag for the military portion of American aid is $24 billion, 
of which Western Europe received more than half. How well have 
these American dollars been spent? What have they accomplished? 

The Congress, in considering yearly appropriation requests for 
military aid, gets no satisfactory answers to these questions. There 
is no comprehensive, well-defined program against which available 
national resources can be matched, and yearly costs and achievements 
can be measured. For this reason, the General Accounting Office has 
recommended among other things that long-range costs be developed. 

The military authorities, for their part, are opposed to developing 
long-range costs for military aid. They plead the shifting strategies 
of warfare, the uncertain costs of technical changes, the changing 
political, economic, and other conditions and needs in the countries 
affected. 

One way of approaching the answer to our questions, then, is to 
consider the justifications that are entered for military assistance to 
other countries. 

These justifications are many and varied. They represent a subtle 
interplay of military, economic, political, and psychological factors. 
Military aid not only provides arms to deter, and if necessary resist, 
attack; it may broaden production and employment opportunities in 
the recipient country, strengthen political stability, and create a 
psychological stiffening of the will of the population to resist Com- 
munist subversion. 

In the final analysis, however, the justifications usually come down 
to this: the amounts spent for ‘military aid to foreign countries will 
buy more defense per dollar than would otherwise be possible. At 
bottom, the appeal for military-aid grants is one of economy and 
enlightened self-interest. 

It follows from this position that the cost of military aid must be 
judged against the results which would be obtained if such costs were 
incurred direc tly for our own military programs. 

To cite a simple example of this type of justification: annual presen- 
tations to the Congress by the Department of Defense have dealt at 
considerable length on the lesser costs of equipping and maintaining 
a foreign soldier as compared to an American serviceman.! 


1 See, for example, Mutual Security Appropriations for 1958, hearings before the Senate Committee on 
Appropriations, 85th Cong., Ist sess., pp. 114-115. 
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Such presentations are valid, of course, only if military strategic 
plans depend upon the maintenance of armed forces of a given size in 
those countries receiving military assistance. 

The failure of Western Germany to equip and place in the field 12 
infantry divisions under NATO has not resulted in the deficiency being 
met by compensatory increases elsewhere. The withdrawal of Frenc sh 
forces from the NATO front to North Africa has not resulted in the 
dispatch of American troops to fill the gap. Nor does such presenta- 
tion account for the qualitative differences of American troops and 
those of other countries, especially those in the undeveloped or semi- 
developed countries. 

[t appears that the military aid programs are developed and funded 
with little, if any, regard for the net increase in defense posture which 
could be obtained if the resources applied to foreign programs were 
applied to United States military programs. 

This is not to say that military aid is useless and should be com- 
pletely terminated. The subcommittee contends here that military 
aid programs should be more carefully planned, funded, and justified, 
so that the value of specific programs and progress in meeting objec- 
tives can be measured. 

From this point of view, let us examine more closely the conven- 
tional justifications for military aid presented to the Congress. 

Department of Defense officials, in testimony before congressional 
committees in 1957, have given a fourfold justification for the role 
of military assistance.? The basic propositions advanced by the 
Department of Defense may be summed up as follows: 


1. Acquiring base rights——The military assistance program has 
played an important part in the establishment and in the protection 
of our land, sea, and air bases. Our allies have made many of these 

strategic outposts available to us. The existence of friendly local 


fores , many of them supported through military assistance, Is an 
important factor in assuring continued availability and security of 
these bases. 

2. Promoting security pacts —One of the noteworthy achievements 
of American diplomacy has been the establishment and maintenance 
of collective e security agreements under whic bh many of the nations of 
the free world have joined with us in mutual defense against the Soviet 
threat. Through the military assistance program we have helped 
our partners’ substantial contributions to these joint defense efforts. 


3. Obtaan ing essential materials —The United States must rely on 
many other areas of the world for scarce materials essential for both 
the civilian economy and defense efforts. The military assistance 


program, in contributing to the maintenance of defensive strength 
throughout the free world, is safeguarding the sources of supply of 
many of ae a 

4. Building allied strength—A significant accomplishment of the 
military assi st ance progr am has been the development of military 
strength of our allies. Through this program the United States has 
encouraged and helped many iaiions of the free world to build and 
maintain large defensive forces in the interest of preserving world 
peace. 

These justifications, impressive, as they seem, have become stereo- 
typed. ‘They are parts of a collective and generalized argument for 


2 Tbid., 110-114. See also Mutual Security Act of 1957, hearings before the Senate Committee on 
Foreign Relations, 85th Cong., 1st sess., p. 150 et passim. 
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continued military aid restated from year to year. Analyzed sepa- 
rately, they raise serious questions which must be answered before 
positive general assertions can be made that military aid is a wise and 
sound investment. 

1. Consider the case for acquisition of base rights. If military 
equipment must be furnished to a country in return for base rights, 
such matters as the roles and missions of the country’s forces, their 
buildup and effectiveness, are largely irrelevant. 

The Department of Defense does not clearly identify what portion 
of military aid is granted in exchange for bases. Only when this is 
done can the military assistance program for a particular country be 
evaluated in terms of the purposes which it hopes to achieve. A 
moderate amount of economic aid instead of expensive military 
hardware might well serve a more constructive purpose both in secur- 
ing the necessary bases for the United States and in contributing to 
the welfare of the country concerned. 

In the absence of any positive role for the country’s forces in 
United States military plans, a clear recognition of the essential 
difference between military aid to increase force effectiveness and 
military aid in exchange for base rights should result in reducing 
military aid to a minimum in favor of economic assistance. 

In practice it appears that once military aid is provided in return 
for base rights, roles and missions are devised for the country’s forces. 
Where none may exist, force objectives are established, and military 
aid becomes a continuing, self-perpetuating affair. 

2. In the case of collective security agreements, the essential 
question is whether the military aid programs to the countries entering 
such agreements have resulted in developing effective military forces 
and in strengthening the determination of the countries to resist 
Communist subversion or overt attack. 

Establishment of collective security pacts which are not backed by 
effective forces may result in the illusion that real security has been 
obtained, in alienating neutral countries, and in providing an invita- 
tion and focal point for Soviet subversion. 

The contention that military assistance programs help in assur- 
ine to the United States a supply of scarce materials must be eval- 
uated in terms of alternative policies, such as stockpiling, the develop- 
ment of substitute materials and technical innovations, and the 
changing nature and requirements of warfare. Furthermore, it does 
not follow that military aid is a necessary part of the price of obtaining 
such materials. In any event, the NATO area, with which this report 
is mainly concerned, has small potential as a source of strategic ma- 
terials for the United States. 

4. We come now to the question whether the military assistance 
programs have resulted in the development of truly effective fighting 
forces to counter the Soviet threat. This is a complex question; the 
answers depend on how, when, and where the threat will manifest 
itself in action. The subcommittee does not set itself up as a group 
of military experts, but it wishes to make these observations. 

Our milit ary aid programs are not clearly related to a strategy of 
defense, nor are they based on a realistic assessment of country capa- 
bilities to contribute to that defense. 

Careful observers point out, with regard to the underdeveloped 
countries, that our military aid programs are designed to make pos- 
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sible the maintenance of standing armies much larger than these coun- 
tries could otherwise afford, despite the fact that any general war 
which threatens our securit y probably would have to be fought largely 
by our own military forces 

Short of a general war, to which these national armies would con- 
tribute little, a more persuasive case can be made for strengthening 
the will to resist Communist penetration by extending economic and 
technical assistance. Starving and disease-ride len peoples need such 
help more desperately than they need obsolete tanks and guns. 

A grand strategy for winning over the uncommitted or the partly 
committed countries must be devised. It will not be found in mili- 
tary aid programs which make ef the underdeveloped nations a vest 
dumping ground for secondhs and war materiel. 

As for the NATO are “a, the fact must be faced that the NATO forces 
are World War II armies, equipped largely with World War I] weap- 
ons. Logistic al plans have not been rev vised to kee ‘~p step with strategic 
concepts, and strategic concepts in turn lag behind war technology. 

The NATO forces must be reequipped and reorganized if they are 
to survive and fight effectively on a nuclear battlefield. Military 
assistance programs which continue to furnish materiel premised on 
outdated concepts contribute little to the building of allied strength. 


II. OrganizatioNaL CompLexities oF Miurrary AssIsTANcEr 

The magnitude of military aid progreming deficiencies shown by 
investigations of the Committee on Government Operations based on 
General Accounting Office reports and cther studies indicates under- 
lying and basic w 2knes sses in the edministrative structure. 

Procedures and organizations originally improvised or adapted to 
carry out military aid fun c “tions have, in many respects, hardened into 
administrative routine. Toa certain extent, changes have been made 
as the program evolved, and new agencies or organizations have been 
added or substituted for old ones. 

To the layman the foreign aid structure, encompassing both domes- 
tic and overseas organizations, is a complicated and bewildering 
edifice through which many voices resound. 


BASIC POLICY FORMULATION 


As a signatory to the multilateral North Atlantic Treaty of 1949, 
the United States has pledged itself to participate in mutual aid of 
the member nations against aggression. Our military-aid eentribu- 


tions to NATO members, as well as to other nations, are governed by 
bilateral agreement iit are authorized by domestic statute. 
The Congress has vested the authority for foreign aid in the Presi- 


dent and the funds ere approprieted to him. The euthority is dele- 
vated, and the funds allocated, to the Secretaries of State and Defense 
with the International Cooperation Administration, a semiautono- 
mous unit of the Department of State, sharing in the re sponsibility. 

On top of the two major departments, and including their secre- 
taries, sits the National Security Council which is charged with 
establishing basic policy as it concerns United States economic, politi- 
cal, and military objectives in foreign countries. This broad policy 


3 Foreign Aid Program, 8. Doc. No. 52, 85th Cong., Ist sess., p. 28. 
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guidance is translated into specific objectives which the executive 
agencies are supposed to carry out under the monitorship of the 
Operations Coordinating Board, comprising the deputies of the Secre- 
taries on the National Security Council. 

The inadequacies of the information available to the National Se- 
curity Council and the Operations Coordinating Board were pointed 
out by an interagency working group. It found that much of the 
material presented by the Department of Defense to the Council and 
the Board was designed more to justify the military aid program than 
to highlight the problem and provide a basis for sound decision. 


DEPARTMENT OF DEFENSE RESPONSIBILITIES 


The Secretary of Defense, by direct and delegated statutory author- 
ity, is mainly responsible for the administration of military assistance. 
Subject to broad policy approval by the Secretary of State or the 
Director of ICA, he furnishes military equipment, supplies, and train- 
ing as well as nonmilitary assistance in direct support of the military 
forces of recipient nations. Within the Department of Defense these 
functions are carried out by the separate military services under the 
policy direction of the Assistant Secretary of Defense for International 
Security Affairs (ISA). 

At the departmental level the Army and Air Force have special 
branches for military assistance affairs. ‘The Foreign Aid Division in- 
the Office of the Deputy Chief of Staff for Logistics directs the pro- 
gram in the Army, while a similar function in the Air Force is per- 
formed by the Assistant for Mutual Security in the Office of the 
Deputy Chief of Staff, Materiel. 

Navy responsibilities for military assistance are vested directly in 
the Office of the Chief of Naval Operations; there is no separate 
organization in that department for the direction of military assistance 
activities. 

The three military departments, through their policy offices and 
their component activities, participate both in the development of 
annual military aid programs and in procuring, stocking, and deliver- 
ing military items under approved programs. 

Programing of military aid requirements is a lengthy and compli- 
cated process which starts with the Military Assistance Advisory 
Group (MAAG) stationed in each recipient country. Comprised of 
representatives of the three military services who work with their 
opposite numbers in the recipient country, each MAAG submits 
vearly recommendations for military aid items in consonance with 
force objectives established by the Joint Chiefs of Staff. The MAAG 
submissions are reviewed by the joint command organization of the 
American forces in Europe (EUCOM) and forwarded to the Depart- 
ment of Defense agencies in Washington for examination, adjustment, 
and ultimate consolidation in an annual budget program. 

The General Accounting Office has “noted a diffusion of responsi- 
bility for programing and an uncertainty over the method of processing 
MAAG program submissions within the Department of Defense.”’ 

This diffusion is due in part to the competing play of interests and 
responsibilities by the three military services, the Joints Chief of Staff, 
and the Assistant Secretary of Defense for International Security 
Affairs. The latter, as the designee of the Secretary of Defense for 
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this area of policy and administration, has endeavored to exercise 
greater control over military assistance programs by making more 
critical analyses of country capabilities, deve ‘loping program criteria, 
and presenting yearly budget requests to the Congress which reflect 
a more coherent Department of Defense position. 


MAAG PROBLEMS 


Analysis of the programing and other deficiencies in the military 
assistance program leads to the conviction that they stem in part 
from the country-oriented viewpoint of the MIAAG’s. 

Too often the MAAG is less concerned with the utilization made 
by the country’s forces of the materiel delivered to them through the 
military assistance program than it is with presenting the country’s 
stated requirements and assuring delivery of the items requested. 

The subcommittee recognizes that the MAAG’s are confronted with 
difficult problems in dealing with countries which have differing mili- 
tary organizations and logistics systems. Some countries are more 
receptive than others to advice and inspection, and individual MAAG 
roles are shaped largely by the degree of receptivity. 

The MAAG’s vary also in the skill, training, and experience of their 
members. In some cases technical skills are deficient; in others they 
cannot be fully utilized because of country resistance. 

From one point of view the MAAG’s comprising relatively small 
complements of military personnel, are understaffed to perform the 
difficult and exacting labors demanded of them. From another, 
MAAG assignments become easy and comfortable berths in which 
adjustments are readily mede to the local situation. 

While ISA has started a training program for the MAAG’s in order 
to acquaint them with new programing concepts, the subcommittee 
believes that a complete reorganization of the MAAG’s to make them 
a regional rather than separate country entities would produce 
worthwhile results. In this way, MAAG technical skills could be fully 
employed, individual country orientation minimized, and regionwide 
defense concepts strengthened. 


EUCOM ROLE 


theory, the MAAG-submitted country programs are subjected 
to a regional perspective of gross requirements at EUCOM, the 
unified command hi ‘adquariters in Europe. The Military Assistance 
Division is the largest division in that headquarters. 

The subcommittee does not believe, however, that EUCOM makes 
any real analysis of the MAAG submissions. EKUCOM either has not 
been aware of program deficiencies or has taken no action other than 
to justify programing errors made by the MAAG’s. 

As one illustration, the General Accounting Office determined that 
substantial quantities of undelivered military end items amounting 
to about $118 million were being procured in the United States and 
through offshore procurement in excess of actual requirements. This 
resulted from a lack of coordination between programing and pro- 
curement functions as between EUCOM and the military procure- 
ment services, from a reluctance on the part of the procurement 
agency to cut back procurement of excesses, and the apparent lack 
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of authority and/or desire on the part of EUCOM to direct the 
necessary action. Even after GAO brought this matter to EUCOM’s 
attention, pointing out the substantial savings which might be made, 
no action was taken by EUCOM to curtail procurements. 

It appears that studies now are underway in the Department of 
Defense which may lead to certain reorganizations. Whatever the 
results of such studies, the subcommittee believes that a good case 
can be made for divorcing EUCOM of its present role in the military 
assistance program, unless EUCOM is reconstituted as a truly unified 
and effective theater command. This point is considered later in the 
report. 

FIELD ORGANIZATIONS 


The United States organizations supporting the military assistance 
programs in Europe are part of a military-civilian complex supporting 
all United States operations in Europe. These include the functions 
performed by United States diplomatic missions, United States 
civilian and military representatives in the NATO program, United 
States military forces and logistics organizations deployed in Europe, 
as well as the United States Operations Mission (USOM) of the Inter- 
national Cooperation Administration (ICA) and the Military Assist- 
ance Advisory Group (MAAG) in each country receiving military 
aid from the United States. 

The nonmilitary function most closely associated with the military 
aid program is that performed by ICA missions in conjunction with 
MAAG teams, both of which operate under the “‘country-team” chair- 
manship of the United States Ambassador. Presumably, the economic 
analysis of the USOM and the political judgment of the diplomatic 
mission are combined with the military guidance of the Department 
of Defense, as represented by the MAAG, to form the United States 
position in dealing with each country. 

At other levels the military aid programs are influenced by economic, 
military, and diplomatic views emanating from various United States 
organizations operating in Europe. In addition to EUCOM, which 
is under the direct command of the United States Commander in 
Chief, Europe (CINCEUR), and which is in charge of the MAAG’s in 
Europe, other organizations bearing upon military aid are the United 
States Regional Organization (USRO), headed by the United States 
(Ambassador to NATO; and the defense element of the United States 
Mission to NATO, headed by the Defense Representative, North At- 
lantie and Mediterranean Areas (Def. Rep. NAMA), representing the 
Assistant Secretary of Defense for International Security Affairs. 

Within the framework of these organizations are still others per- 
forming operating and advisory functions relating to military aid 
policy. Of particular interest is the mutual weapons development 
team, in Paris, which operates within the defense element of the 
United States NATO Mission, but is jointly responsible to the Assist- 
ant Secretary of Defense for International Security Affairs and the 
Assistant Secretary of Defense for Research and Engineering 

These assorted United States organizations and activities in 
Europe do not make up a coherent pattern or a unified effort in either 
2 command or geographical sense. 


H. Rept. 1371, 85-2-——-3 
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For example EUCOM, in addition to being in charge of United 
States military forces in Europe (exclusive of Strategic Air Command 
units), is responsible for MAAG units in such places as Pakistan, 
Afghanistan, and Ethiopia. But the military assistance program in 
Spain is administered separately by the Department of the Air 
Force. Cooperation between the Spanish and other aid programs 
in Europe apparently is dependent upon the activities of Def. Rep. 
NAMA, whose jurisdiction is broader than that of EUCOM in this 
sense. 

The precise role and mission of Def. Rep. NAMA in relation to 
the function of USRO is not clear. Presumably, the purpose of 
USRO is to coordinate all United States functions in the NATO area, 
but Def. Rep. NAMA appears to operate independently of USRO 
control, both within and outside the NATO area. 


Ill. Derictencres IN PLANNING AND ADMINISTRATION 


Charges of waste and mismanagement in our military-aid program 
have been viewed by many as an attack on the basic objectives of the 
program. This shield will no longer serve. A hardheaded reexamina- 
tion is long overdue because the wastage is too great to be ignored. 

More important, it is necessary to dispel the dangerous illusion 
that our dollars have bought more security than is the case. Sharp 
criticism will serve a constructive purpose in the national reassessment 
of our total military needs and obligations that must be undertaken. 

Unfortunately, the data needed for intelligent public debate on 
military assistance are contained largely in classified documents. 
For the most part, the American people are asked to take this program 
on faith rather than on the basis of a full disclosure of relevant infor- 
mation. 

The subcommittee makes no blanket indictment of military aid. 
Neither does it disparage the high purpose and hard work of our 
military and civilian officials engaged in planning and administering 
the program. 

In particular cases, individuals may be at fault because of poor 
judgment or carelessness or ignorance. But they work within the 
context of agencies and institutions and procedures which they 
cannot individually control. 

With so many agencies sharing responsibility, with so many indi- 
viduals involved on a temporary and changing basis, with so many 
conflicting objectives to be reconciled, with so many foreign countries 
and nationals to be reckoned with, no clear patterns of responsibility 
emerge. 

In one sense, waste and misinanagement are inevitable in dealing 
with a dozen or more sovereign nations with their differing economic 
and political systems, laws, customs, military, and logistics o organiza- 
tions. In another sense, waste and mismanagement are the by- 
product of deficiencies in our own military and political organizations 
which have responsibilities in this area. 

Whatever the case, deficiencies in planning and administration are 
not hard to find. A number of these are mentioned elsewhere in the 
report and in the studies of the General Accounting Office. Of major 
importance are the following: 
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QUESTIONABLE FORCE OBJECTIVES 


The force objectives for NATO countries established by the Joint 
Chiefs of Staff, which the military-assistance programs are designed 
to equip and maintain, are of questionable validity. 

Data available to the subcommittee indicate that certain JCS- 
approved forces presently being equipped by the United States are 
not likely to be mobilized and availab ble for combat within an accept- 
able period. Nonetheless the Department of Defense continues to 
deliver equipment for such ineffective units. 

United States-established force objectives in one NATO country 
admittedly were unrealistic in that they were based on standards 
which did not reflect current and projected divisional reorganizations. 
Furthermore, the objectives exceeded those established by NATO for 
defense of the area. Nonetheless military equipment has been pro- 
gramed and delivered to equip such forces. 

In several countries, military items are programed on the basis of 
United States tables of organization and equipment despite the fact 
that such tables of organization and equipment were not suitable for 
the particular composition of the country forces. This has resulted in 
delivery of excess material. 


DELIVERIES FOR NONMILITARY PURPOSES 


Military equipment is sometimes furnished as a quid pro quo, to 
obtain base rights or for nonmilitary objectives. Under these circum- 
stances, as we have noted earlier, force goals established by the Joint 
Chiefs of Staff for the country’s armed forces are not only meee 
less but tend to result in the perpetuation of an unnecessary and costly 
military-aid program. 

In the most significant instance, the Joint Chiefs of Staff estab- 
lished force objectives, and equipment was delivered, despite the fact 
that the country’s Armed Forces had no military mission and the 
political commitment to the country probably would have been met 
by substantially reduced expenditures. Military assistance is pro- 
jected for almost half a billion dollars. 

It now appears that continuing aid will be furnished in support of 
these force objectives and that military roles and missions will be 
devised for the country’s Armed Forces. 


DELIVERIES UNRELATED TO ABSORPTIVE CAPACITY 


Military equipment to fill United States-established force goals has 
been programed and delivered without proper regard for the recipient 
country’s ability to utilize or support such equipment. 

In one country, large numbers of military vehicles have been 
inoperative because the quantities delivered exceeded the supply of 
trained mechanics. 

In another country, large quantities of material have been pro- 
gramed and delivered, only to be placed in warehouses and depots 
until such indefinite time as units would be activated to utilize the 
material. 

The logistic capabilities of some countries are inadequate to properly 
support their Armed Forces and to handle and distribute United 
States-furnished materiel; yet materiel is being programed and de- 
livered without regard to such shortcomings in the supply systems. 
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LACK OF AUSTERITY IN PROGRAMS 


Department of Defense agencies have not adhered to the policy of 
formulating austere military-assistance programs. 

In one case, United States military officiels have consistently re- 
fused to take into account materiel produced by and available to the 
recipient country. As a result, United States military aid estimated 
at several hundred million dollars was delivered over and above the 
amount actually required by the country. 

Actual requirements, especially for spare parts support which has 
become an increasingly important part of the military assistance 
program, frequently have not been determined. Materiel deliveries 
under these conditions often have resulted in the accumulation of 
substantial excesses in country inventories and in United States depots. 

An analysis of funds available for aircraft spare parts indicated 
excessive amounts of about $350 million. Stocks held by United 
States Army Forces in Europe for the military-assistance program 
amounted to about $100 million. A Department of Defense team 
concluded that it could not determine whether these stocks had any 
value in the military assistance program. “The $100 million stock 
may be a gold mine or a scrap pile.”’ 

One type of ammunition was procured on the basis of certain require- 
ments. However, when such requirements changed, Department of 
Defense agencies were reluctant to adjust contract quantities in ac- 
cordance with revised requirements. It is estimated that about $118 
million in excess ammunition of this one type alone was procured. 


DIVERSION OF MILITARY EQUIPMENT 


One NATO country has diverted major quantities of United States- 
furnished materiel to purposes other than those for which the materiel 
was delivered. 

There can be no question that such diversion has seriously weakened 
existing NATO defense capabilities. There appears to be consider- 
able confusion on the part of military authorities in the field as to 
whether such diversion has received United States approval. 

At the present time, additional materiel is being progr: amied and 
delivered despite the knowledge that it too will be similarly diverted. 


FAILURE TO RECOVER EXCESSES 


The extent of the equipment delivered to NATO countries which 
is now excess to their needs, and which is subject to recapture by the 
United States under existing agreements with these countries, is not 
known by the Department of Defense, though it appears to be sub- 
stantial. In any event, these agreements have not resulted in the 
recovery of any sizable quantities of excesses. 

Under these cire amstances, it is apparent that goods will continue 
to be procured in the United States for delivery to NATO countries 
which could have been provided through a redistribution of excess 
equipment in the depots and warehouses of the countries concerned. 
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FAILURE OF SPARE PARTS POLICY 


Reviews by the General Accounting Office and by a Department 
of Defense team of the program to supply spare parts to NATO 
countries for the major items delivered under grant aid disclosed 
serious deficiencies in the program. 

The United States policy of cutting off financial support to the 
NATO countries for spare parts supply has failed. This cut-off 
policy has had the effect of interrupting the flow of spares to the 
countries’ armed forces and has reduced still more the effectiveness 
of such forces. This matter is treated in further detail below. 

The establishment of spare-parts-production facilities in Europe 
by United States-financed offshore procurement contracts at a cost 
of over $100 million has fallen far short of its purpose since the facilities 
set up in one country are not being fully utilized by other NATO 
countries. 

Inadequate maintenance in some NATO countries has resulted in 
the necessity for the United States aid programs to include millions of 
dollars’ worth of spare parts which could have been avoided. 

Stock control over spare parts is inadequate, and it appears that 
substantial excess spares exist in one country while United States 


procurement is made to fill deficiencies for the same items in other 
countries. 


IV. SuppLty Support to Unitrep Srates Forces 1n Europe 


Military aid to NATO members and other European nations is only 
part of the American effort to build allied strength in this area. The 
United States maintains its own military forces in Europe with a 
complex structure of headquarters commands, bases, depots, pur- 
chasing offices, and other organizational and administrative entities 
established to support combat elements. 

In addition to American uniformed personnel, American civilians 
as well as European nationals and displaced persons from Communist 
satellite countries are employed in United States military organiza- 
tions in Europe. 

Then there are several hundred thousand dependents of American 
military and civilian personnel in Europe supported in part by the 
military services. They receive housing, commissary privileges, 
medical and dental care and other facilities and services from the 
military. 

OFFSHORE PROCUREMENT 


United States military procurement agencies in Europe generally 
have a twofold mission: to procure local supplies and services for their 
forces not readily or economically obtainable from the United States; 
and to place orders for “offshore’’ supplies and equipment to meet part 
of the military-aid requirements. Each military department, by 
directive of the Secretary of Defense, is required to integrate military- 
assistance procurement with its own procurement programs. 

The bulk of the offshore-procurement contracts involving military 
assistance for Western Europe was let in 1952-53 for an approximate 
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total of $1% billion. Great Britain’s share of the amount was $515 
million. New procurements for this purpose have fallen off, although 
many contracts still are outstanding. 

For fiscal year 1957 the Army command in Europe reported that 
$265 million was obligated to offshore procurement, of which $43 
million represents contracts for the military-assistance program. 
The remainder, spent largely for services, supplies, construction, sub- 
sistence and the like, entails 117,000 procurement actions, of which 
70 percent were for less than $1,000 each. 

The Navy Purchasing Office in London reported approximately 
$16,700,000 expended in fiscal year 1957, of which almost half went 
for military-assistance items. Purchases for the 1958 fiscal year 
were expected to continue at the same rate. The value of offshore 
contracts still outstanding as of June 10, 1957, was in excess of $96 
million. 

Air Force headquarters in Europe reported $148 million in off- 
shore procurements for fiscal year 1957. Of this, a relatively small 
amount went for military assistance, since basic MAP requirements 
are supplied from the United States and only engine overhaul support 
is purchased locally. 

Military contracting officers, in effecting these offshore procure- 
ments, encounter numerous obstacles created by laws, business prac- 
tices, and Government regulations which differ widely among the 
countries concerned and differ from those in the United States. Off- 
shore procurements are governed by numerous agreements between 
the United States and European countries in the form of treaties, ex- 
changes of letters, and memorandums of understanding. These agree- 
ments deal with such matters as tax exemption, patent interchange, 
currency exchange, contract forms, contracting procedures, sale and 
barter of agricultural surplus commodities, housing, and transportation. 


GOVERNMENT-TO-GOVERNMENT TRANSACTIONS 


In most countries the agreements permit direct transactions be- 
tween the United States military procurement agency and private 
contractors, but in several cases, Government-to-Government trans- 
actions are required. 

In France, for example, supplies and services and facilities procured 
locally for establishment and operation of the line of communications 
across France to support American Armed Forces in Germany, must 
be channeled through the French Government. 

Under the terms of the so-called Line of Communications Agreement, 
all contracts over $10,000 for supplies and services (and for certain 
services regardless of amount), and all construction contracts over 
$50,000 must be executed by the French Liaison Mission. The French 
agency acts as the prime contractor for the United States. 

In the United Kingdom the Ministry of Supply and other Govern- 
ment agencies are utilized to a large extent in offshore procurement 
by American military services. The United States Navy Purchasing 
Office in London, for example, procures many items through the 
British Admiralty. 

The subcommittee was advised in London that Government-to- 
Government contracting often was due to the fact that European 
defense production of many important items took place in Govern- 
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ment-owned arsenals and factories. Where private production was 
involved, the role of the foreign government as prime contractor was 
seen to have certain advantages to the United States. 

Navy Purchasing Office representatives said that the British Ad- 
miralty often could obtain lower prices from British industry because 
of long-established dealings with them. Also, when private firms 
refused to accept contractual provisions put forth by the United 
States procuring agency, a contract between the two Governments was 
found to be a more convenient method of effecting the procurement. 


NO-PROFITS AGREEMENTS 


The memorandums of understanding between the United States and 
other governments for offshore procurement provide that the foreign 
government as prime contractor or producer will not make a profit, 
since these are United States-financed procurements for the common 
defense. However, books and records of the foreign government 
agencies are not ordinarily available to American audit agencies, and 
determinations whether profits accrue to a government in the course of 
numerous, sizable, and extended contracts cannot be independently 
made. 

Delicate and protracted negotiations on the diplomatic level have 
ensued in some cases for possible recovery of profits without much 
result. The problems of implementing the no-profit agreements are 
discussed in House Report No. 1281 of the Committee on Govern- 
ment Operations.‘ 


SEPARATE SERVICE PROCUREMENT 


Offshore procurement functions are performed by subordinate units 
of the three military services under the direction of their respective 
commands in Europe. The latter are the commander in chief, United 
States Army, Europe (CINCUSAREUR), with headquarters located 
at Heidelberg, Germany; the commander in chief, United States 
Naval Forces, Eastern Atlantic and Mediterranean (CINCNELM), 
who operates through the United States Navy Purchasing Office, 
London; and the commander in chief, United States Air Force, Europe 
(CINCUSAFE), with headquarters at Wiesbaden, Germany. 

The Navy Purchasing Office, the smallest procuring organization of 
the three military services in Europe, is the primary purchasing activity 
of the Navy in Europe, and is responsible for procuring supplies and 
services in the United Kingdom, the continent of Europe, North 
Africa and the Middle East. 

In the Air Force, offshore procurement is divided between local base 
purchases under USAFE headquarters jurisdiction and central and 
local procurement by the large depots under jurisdiction of the Air 
Materiel Forces, Europe, a component of the Air Materiel Command. 

The Army procurement structure is the most complicated, with 
each technical service maintaining its own procuring organization 
along commodity lines, as in the United States. Apart from local 
procurement effected by various area commands for their own needs, 

¢ Report on review of General Accounting Office operations in Europe and the major programs covered 


by the General Accounting Office in the European area, Seventeenth report by the Committee on Governe 
ment Operations (H. Rept. 1281), 85th Cong., 2d sess., January 16, 1958, 
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the seven technical services of the Army maintain central procurement 
offices and field and suboflices for procurement of items in Army-wide 
use. 

Prior to July 1, 1957, the technical service procurement centers 
were directly under the headquarters of the Army Command in Europe 
(USAREUR). In a reorganization of Army logistical structure, they 
are now assigned to the headquarters of the Communication Zone 
Command (Com Z), with the exception of certain Engineer and Signal 
procurement activities which still are supervised by USAREUR 
headquarters. 

The subcommittee believes that the maintenance of separate 
procurement centers by the technical services, particularly where 4 
or 5 are located in the same city (F rankfurt) makes little sense. 
The shift in command responsibilities mentioned above has been 
accompanied by a USAREUR suggestion to Com Z that it “consider 
the feasibility of combining into one consolidated organization all of 
these separate procurement centers that are located in Frankfurt, 
thereby eliminating what we consider to be duplication of 
administrative and overhead personnel.” 

The subcommittee endorses this suggestion, but it views the possible 
consolidation of a few Army procurement offices as one small aspect 
of a much broader and more.fundamental problem: How to weed out 
duplicating organizations, activities and personnel, within and among 
the military services, with their several Jayers of “policy” control, 
and how to bring a measure of coherence and unity to our supply 
operations in Europe. 


EUCOM ‘‘COORDINATION’’ 


In this connection the subcommittee observes that central procure- 
ment in any meaningful sense never has been achieved by the United 
States military procuring agencies in Europe. Except for the most 
general kind of ‘‘coordination” by’ EUCOM, they operate under 
established departmental procurement regulations, as modified by 
authorized deviations for offshore procurements, and are supervised 
by their own European command headquarters. 

EUCOM headquarters has no control over the allocation of pro- 
curement funds. Those funds are distributed by the three military 
departments directly to their service « commanders in the field. Each 
service command has its own funding and auditing system. 

EUCOM headquarters is responsible, however, for assigning single- 
service procurement functions in those commodity areas wherein 
single-service procurement is deemed desirable. Such assignments 
are not required to conform to assignments governing the single- 
service procurement of commodities inside the United States. 

An Offshore Procurement Policy Coordinating Committee meets 
every 2 or 3 months at EUCOM. It comprises the chiefs of procure- 
ment activities of various service commands, a representative of 
Def. Rep. NAMA and the Chief of the Procurement Branch of the 
Logistics Division at EUCOM headquarters. 

The primary functions of this committee are described as: (1) To 
develop and coordinate offshore procurement policies, procedures, 
and practices to insure maximum effectiveness and economy in the 
procurement programs within the European Command; (2) to de- 
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velop recommendations on offshore procurement matters for con- 
sideration by the Office of the Secretary of Defense; and (3) to resolve 
procurement matters of common interest to two or more subordinate 
commands. 

The subcommittee was not impressed with the ability of EUCOM 
to provide basic information on numerous logistics problems. It is 
evident that military service headquarters in Washington tend to 
bypass EUCOM and deal directly with the service headquarters in 
Kurope. 

The United States commander in chief, Europe (CINCEUR), 
appears to be far removed from the support operations of American 
military forces in Europe, whatever his ‘“command” functions may be 
with respect to the actual deployment of forces. 

EUCOM, the headquarters of the commander in chief, instead of 
exercising direct command authority in Europe, seems to be little 
more than a clearinghouse for the discussion of problems. At best, 
it serves as a temporary, or intermediate, level referee for the military 
services in the field, pending final resolution of policy problems in 
Washington. 

If EUCOM is to become a unified theater command in fact as well 
as in name, it must be completely reconstituted to acquire organic 
unity rather than to “coordinate”’ the separate military services in 
the theater. 

Organic unity, in the sense of a single command and logistics organ- 
ization, would serve to cut down the size and complexity of the vast 
logistics ‘‘overhead”’ in relation to combat forces and to bring about 
management and fiscal controls not now possible in overseas operations. 

The subcommittee is well aware that this is a drastic proposal that 
challenges the vested interests and habits in the military establish- 
ment and implies basic reorganizations all along the line. Such basic 
reorganizations now are under consideration by the highest authorities 
in the executive branch. If any important results are to be forth- 
coming, the theater command structure must figure in them. 


DEPOT SYSTEMS 


United States military forces in Europe are supported by a large 
depot complex in France and Germany, mainly under Com Z, the 
major logistical command organization in Europe. The Air Force 
has two large depots in Europe, one at Burtonwood, England, and 
another at Chateauroux, France. 

‘Total Army, command stocks in Europe, as of March 1957, were 
valued at $1.7 billion, of which $465 million were determined to be 
excess to authorized supply levels. For the fiscal year 1957, $363 
million were declared excess, of which $278 million were disposed of 
as surplus. 

At the time of the subcommittee’s visit, Burtonwood had an inven- 
tory of $116 million (reduced from $180 million a year ago), with an 
additional $35 million segregated for disposal as surplus. For next 
year, an estimated $35 million to $40 million more will go into the 
disposal category. 

‘The inventory at Chateauroux was $282 million. Between Septem- 
ber 1956 and September 1957, $56 million to $57 million of Air Force 
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stocks were declared excess at this depot. Of that amount, 9 percent 
was redistributed in the theater, 61 percent returned to the States, and 
29 percent disposed as surplus. 

The large amounts of actual and potential surplus in the various 
depot inventories offer opportunities for increasing the returns on 
surplus sales by improved merchandising methods. Army head- 
quarters in Europe reported that from January 1 to August 1, 1957, 
the percentage return on surplus sales increased from 8 to 12 percent 
(of acquisition cost), due to more careful merchandising. This per- 
centage is above the average return for military surplus sales in the 
United States. 

Large surplus accumulations, caused in part by obsolescence, normal 
wear and tear, and changes in military requirements, also are caused 
by overstoc king and poor inventory controls. 

The Air Materiel Command, which has acquired jurisdiction over 
the overseas Air Force depots, has been grappling with serious supply 
management problems in these depots for several years. During a 
prior inspection trip in 1954, the subcommittee observed numerous 
deficiencies. Now the Air Force has decided that the maintenance 
of large general depots in forward areas is no longer essential. 


AIR FORCE PHASE DOWN 


Under its so-called improved European logistics program the Air 
Force is increasing base stocks and “phasing down”’ depot stocks with 
the ultimate objective of routing supplies directly from stateside prime 
depots to the individual bases. Burtonwood will have only the resid- 
ual supply functions such as surplus property disposal and Chateau- 
roux will become a contracting agency and management control point 
for remaining AMC supply system operations in Europe. 

The subcommittee believes that the Burtonwood Air Force Depot 
should be closed down, and the surplus disposal function as well as 
the numerous Air Force “tenants” who need airdrome facilities should 
be transferred to other locations. The 1,600 acres of real estate at 
Burtonwood are adjacent to large coal-mining areas where excavations 
are proceeding, and the airdrome facilities are likely to become im- 
paired by subsidence in the next few years. Some overhead savings 
possibly could be realized also in a redistribution of Burtonwood 
activities. 

The direct-support concept, which eliminates large depot stockage 
in forward areas and presumably reduces the aggregate quantity of 
pipeline items, poses certain problems. Greater use of local Kuropean 
contractors will be “er d for maintenance work previously handled 
in the depots. Individual bases may be inclined to hoard supplies no 
longer availa ble by requisitioning from nearby depots. A greater load 
of administrative work will be thrust upon the prime ZI depots and 
care must be take n ths at “el ustomer’’ support doesn’t bog down. 

The size and complexity of the supply job is indicated by the fact 
that the Air Force overseas depots issued to bases $261 million worth 
of supplies, exclusive of stock fund items, in the past year, or a rate of 
$1 million per day. 

The subcommittee intends to examine this system more closely at a 
later date. 
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ARMY LOGISTICS PLAN 


The Army also has a new logistics plan in Europe which it terms 
the Modern Army Supply System (MASS). Under this plan, still on 
a test basis and limited to spare parts support, slow-moving items will 
he supplied from United States depots, while theater depots will stock 
a smaller list of items upon which user and direct-support activities 
will be authorized to draw. 

Army comm: and headquarters in Europe advised the subcommittee 
that this plan does not contemplate elimination of any large Army 
depots in the theater, although some may be placed in reserve status. 

While MASS is desioned to increase the mobility of the 7th Army 
in Europe by more selective close supply support, it does not change 
in any fundamental way the conventional line-of-communications 
approach to ground warfare 

To reduce the vulnerability of its line of communications, which 
previously ran from the port of Bremerhaven, Germany, close to the 
East German border, the Army constructed a new line from the west 
coast of France. New logistical support facilities, costing many 
hundred million dollars, were constructed over a period of 6 or 7 
vears. This Com. Z system would be depended upon to supply 
\merican troops in case of war. 

In keeping with its commentary on the need for a truly unified 
theater command and for a revision of NATO strategy and logistics, 
the subcommittee believes:that the whole supply support structure for 
United States forces in Europe should be reexamined. New weapons 
and atomic war strategy and tactics call into question the value of 
large depot complexes compartmentalized along commodity lines and 
exposed to nuclear attack. 


V. Towarp a NATO Loatstics ProGram 


NATO authorities have been faced with a dilemma never satis- 
factorily resolved: How to insure support for an international fighting 
force under NATO command with logistics systems remaining under 
separate national commands. In other words, how could the NATO 
military commander deploy forces at will under a flexible strategy 
when he had no control over the supplies and services necessary for 
those forces? 

There are certain NATO-owned facilities known as common in- 
frastrueture which are financed by contributions of the member 
nations. These comprise airfields, fuel pipelines and storage tanks, 
communications, headquarters buildings, and others. However, each 
member nation retains responsibility for the logistics support of the 
troops it puts at NATO’s disposal. This is the “legal” position taken 
at the beginning and basically it stands today, although attempts 
have been made to modify it. 

Logistics was not a preoccupation of the early NATO planners. 
They were striving to get some semblance of a defense posture, to 
get a quick buildup of initial forces. How these were to be supplied 
and reequipped in case the battle were joined, was another question. 
There was a strategic plan without a logistics plan. 

The Lisbon Conference of NATO in 1952 considered the problem 
for the first time by authorizing the Supreme Allied Commander in 
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Europe (SACEUR) to ‘‘coordinate’’ national logistics in support of 
NATO forces. The London Nine-Power Conference of 1954 called 
for closer coordination and authorized SACEUR to inspect logistics 
systems of countries contributing forces. Technical studies were 
made, and at one time a NATO- controlled depot system for reserve 
stocks was considered, but the plan fell away against strong objections. 

Two of the rocks on which the concept of an integrated NATO logis- 
tics system foundered were the lack of standardization in NATO 
weapons and the insufficiency of common use type items which 
NATO members could draw from central depots and interchange 
among themselves. 

NATO has a military agency for standardization, established in 
1951 and quartered in London, responsible to the standing group of 
the NATO Military Committee. Although the standardization 
agency has made some headway in the area “of administrative forms 
and procedures, its influence in wes xpons and materiel has been virtu- 
ally negligible. As late as April 1957, NATO Secretary General Ismay 
could report only “40 standardization agreements in respect of various 
components of motor vehicles, electronic equipment, antiaircraft 
artillery and ammunition.” ° 

Lord Ismay’s successor as Secretary General, Paul-Henri Spaak of 
Belgium, recently denounced “obvious and wasteful structural defects 
in the military defense system of the West’ and pointed out that 
“Enormous savings could be achieved by standardizing military 
equipment and by placing its manufacture on a rational basis of inter- 
national distribution of defense orders, and possibly better still by 
common-sense coordination of scientific research.”’ ® 

Mr. Spaak undoubtedly had in mind, among other things, the con- 
ditions existing in the military forces of his own country. In 1956 
the Belgians were reported to have 4 different models of medium 
tanks with 2 different kinds of drive, and consequently 2 different 
kinds of driver training. 

The subcommittee believes the problems of achieving a substantial 
degree of standardization in NATO weapons and supplies has a direct 
bearing on United States military-assistance policy. It is apparent 
to the subcommittee that reduced United States assistance in the 
future is dependent upon the attainment of greater cooperation among 
all the NATO nations in the manufacture and distribution of weapons 
and supplies. Such cooperation, in turn, depends to a large extent 
upon progress in standardizing weapons and supplies utilized by the 
NATO nations. 

Greater NATO-wide cooperation in weapons research and develop- 
ment also would contribute to the solution of standardization prob- 
lems with respect to new weapons. A later section of this report deals 
with scientific research and development considerations relevant to 
military assistance policy. 


NEED FOR NEW AID POLICY 


From the inception of the military-assistance program the United 
States has poured huge quantities of weapons and supplies into the 


5’ NATO Letter, vol. 5, Special Supplement to No. 6 (Paris), June 1957, p. 7. 
6 Address before the National Press Club, Washington, D. C., October 24, 1957, printed in NATO Letter, 
vol. 5, No, 11, November 1957, p. 22 
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NATO countries on a direct-grant basis. Additional quantities have 
been furnished on a reimbursable basis. 

While this material aid has been furnished in an effort to create 
effective military forces to meet immediate requirements in the NATO 
area, it has also been a policy of the United States to encourage the 
development of an industrial base in Europe which would enable the 
NATO nations to provide for their own defense at the earliest pos- 
sible date. 

To a limited extent such development has been stimulated by 
United States procurement of weapons and supplies from West 
European sources, but the rate of development has not measured up 
to expectations. NATO countries have failed to develop the ability 
or willingness to finance and supply all their military requirements, 
and consequently, they continue to rely on United States assistance. 

The subcommittee believes it is most essential that our NATO 
allies develop a high degree of self-sufficiency in the military field. 
If a true partnership is to be attained, each partner must contribute 
a proportionate share to the common effort. Accordingly, future 
United States assistance should be geared to make the maximum con- 
tribution toward the development of NATO self-sufficiency, thus per- 
mitting the reduction and ultimate termination of United States 
assistance of a direct-grant nature without endangering the security 
of the NATO area. 


SPARE PARTS CUTOFF 


In an effort to reduce the degree of dependence on direct United 
States assistance by recipient nations, the Department of Defense in 
January 1955 established a policy designed to transfer responsibility 
for spare parts support to recipient nations. The policy, among other 
things, embodied a detailed plan for assessing the capability of each 
recipient country to assume financial responsibility for purchasing 
necessary spare parts. It was contemplated that as each country 
achieved this capability, United States spare-parts assistance would 
be cut back or terminated and eventually most of the countries receiv- 
ing assistance would assume full responsibility for their own spares 
support. 

Today it is apparent that the defense spare parts policy has failed to 
achieve these objectives. Information available to the subcommittee 
indicates that recipient countries have not assumed responsibility for 
spare parts support as quickly as their financial capability permitted; 
and, in the NATO area, gaps are reported to be occurring in the flow 
of spare parts to military forces. 

A Defense Spare Parts Working Group appointed by the Assistant 
Secretary of Defense (ISA) in September 1956 found the spare parts 
policy to be inadequate for a number of reasons. In its report pre- 
sented in January 1957, this group cited 7 specific problems prevent- 
ing the proper execution of the spare parts policy: 

1. Countries cannot perform all the logistic functions associated 
with spares self-sufficiency. 

2. Countries cannot, singly, buy in large enough volume to 
command tolerable prices. 

3. Cutoff isolates countries from stocks available in the United 
States. 

4. NATO, for a number of reasons, has been prevented from 
coordinating the joint efforts of affected countries. 
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United States action has not been sufficiently vigorous or 
sophisticated to win the assent of countries to self-support. 
United States agencies cannot assure the availability of 
stocks in response to country RMA (reimbursable military aid) 
purchases. 
7. Cutoff, as currently administered, interrupts the flow of 
spares to users. 

In further consideration of these problems, the Group noted that 
procurement of spare parts separately by recipient countries leads to 
unnecessary costs of duplicated management overhead and_ fails 
to take advantage of savings which might result from fully utilizing 
active production lines in the United States. 

Moreover, the separate procurement of spare parts is complic ated 
by failure to achieve effective redistribution of excesses among 
NATO members. 

With respect to the first problem listed above, the DOD Working 
Group conchided that individual NATO countries, having been 
dependent upon United States logistic support, do not now have the 
technical know-how and essential supply management skills required 
for spare parts self-sufficiency. It stated that they cannot compute 
requirements accurately; they do not know production sources and 
prices; they do not know production lead times. 

Summarizing the procurement problem, the Working Group 
reported: 


Accustomed to relatively simple MAP requisitioning pro- 
cedures, countries do not have the organization and skills 
to determine sources, prepare bid requests, select bidders, 
prepare and administer contracts, and determine product 
acceptability. [One NATO country} * * * has observed 
that these functions for aircraft government furnished 
ae (GFE) alone would require ‘‘a whole host of 
civil servents,’”’ and her problem is general among MAP 
somnieine. 


REGIONAL MANAGER FOR SPARE PARTS SUPPORT IN NATO 


In view of the manifold problems besetting the spare parts policy 
established in 1955, an important question now facing the United 
States is whether MAP countries will ever be able to assume individual 
responsibility for spare parts support without impairing still further 
the low state of NATO defense. If the answer to this question is 
negative, then we must consider whether some alternative technique 
of joint action would relieve the United States of the heavy burden 
of spares support. 

The DOD Working Group concluded that the NATO countries can- 
not perform their own spares support functions, either individually 
or collectively, at the present time. As an alternative, however, the 
group recommended the creation of a United States regional spares 
support program for NATO under the direction of a U ‘nited States 
regional manager re porting directly to the United States commander 
in chief, Europe (CINCEUR). 

The regional manager proposed by the working group would operate 
through existing United States organizations and facilities in the 
NATO area. His objectives, as outlined by the Working Group, 
would be to— 
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(1) Achieve sound and mutually consistent supply control 
systems within the country’s military organizations, establish 
necessary management reporting procedures, and convert country- 
computed materiel requirements into consolidated European-wide 
requirements. 

(2) Achieve the consolidation of country requirements on a 
time-phase basis, the determination of stocks available in the 
United States and the selection of sources for the remainder, the 
placement and administration of contracts and the scheduling of 
ere 

) Match excesses in one country with deficiencies in another. 

(4) ) Supervise and control procedures under which MAP dollars 
and country currencies are accepted and used to finance the pro- 
curement of spares. 

(5) Coordinate regional overhaul programs, determine repa- 
rables admissible into the United States maintenance program, 
and encourage country accessory repair programs. 

(6) Coordinate United States assistance, by the MAAG’s and 
technical teams, to develop in Europe a sound base of internal 
supply competence on which the regional structure can rest. 

Eventually the United States regional manager and his program 
would be shifted to NATO, with indigenous personnel being drawn 
into the NATO organization and control being exercised by the NATO 
commander. 

A REGIONAL NATO SUPPLY DIRECTOR 


The subcommittee commends the imaginative and constructive 
analysis and recommendations of the DOD Spare Parts Working 
Group. It believes that the tvpe of regional organization for spare- 
parts support outlined by the Working Group holds great promise in 
this extremely complex field. 

The basic concept of regional management might then be extended 
to encompass a NATO-wide supply-management program, including 
not only spare parts, but also the procurement and distribution of all 
weapons and supplies presently being furnished under the military 
assistance program. 

As a first step, the subcommittee recommends the adoption of the 
regional system of spares support suggested by the working group. 
This program should be established as the first phase of a regional 
MAP program. 

In time, this regional system should become a NATO operation, 
eventually replacing the bilateral arrangements between the United 
States and other NATO countries. The United States undoubtedly 
would continue as an important contributor of assistance, and con- 
siderable military hardware and supplies would continue to flow 
from the United States to Europe. But the management and direc- 
tion of the program would fall within the NATO structure. 

In effect, future United States assistance would be directly to 
NATO and would be predicated upon the development of an integrated 
NATO program, including proportionate contributions from other 
NATO members. In practice, individual member countries would 
probably requisition major supplies through the NATO supply 
organization, drawing against their own contributions to the program 
and receiving certain ‘credits from any subsidy-type contribution made 
by the United States. 
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The subcommittee believes that a NATO supply director would 
be in the best possible position to bring about the type of contract 
placement essential to the building of a balanced industrial base in 
Western Europe. And until such a base is established, making full 
use of West European resources in support of NATO military forces, 
the United States will be shouldered with the major burden in 
supporting those forces. 


VI. Pootine or Screntiric REesouRCcES 


For the past 4 years military aid to Europe has included modest 
amounts of money to be used in assisting NATO allies in the develop- 
ment of promising new weapons. Admunistered by the United States 
Mutual Weapons Development Team (MWODT) in Paris, these funds 
are allotted to individual development projects within member coun- 
tries on the basis of NA7TO-wide requirements and capabilities. To 
date, the projects sponsored or supported under this program have 
been non-nuclear and have been intended to represent areas of weapons 
development not already being exploited by the United States. 

At the end of fiscal year 1957 the United States had entered into 
MWD agreements with Belgium, France, Germany, Italy, Norway, 
the Netherlands, and the United Kingdom. Altogether 125 projects 
had been started, with the United States contribution representing 
approximately 50 percent of costs incurred subsequent to United 
States participation, or 35 percent of total costs including those 
incurred by foreign governments prior to our participation. 

Evidence presented to the Military Operations Subcommittee indi- 
cates that the United States lags far behind various of its NATO 
allies in some areas of science and technology related to weapons 
development. Bilateral agreements with various NATO countries 
under the Mutual Weapons Development Program (MIWDP) have 
been designed to provide for a mutual exchange of technical informa- 
tion together with the granting of financial assistance by the United 
States. 


While the subcommittee is aware of several major problems stand- 
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enable this Nation to place greater emphasis en its own scientific 
research and development program. 

At the samé time, the freer exchange ef technical information that 
would accompany an expansion of the research-and-development aid 
program would enable the United States to obtain valuable technical 
information in areas in which our allies now enjoy a substantial 
superiority. The advantage of obtaining such information, in terms 
of our long-term security, is incalculable. 

At the present time the United States is the only nation in a position 
to know the total range of NATO-wide research and development 
efforts and capabilities. The technical information obtained from 
individual member nations in return for research-and-development 
assistance is usually “for United States eyes only.”’ 
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Even where areas of duplication among NATO members are known 
to the United States, efforts to eliminate or reduce the duplication 
usually must be limited to the granting of technical assistance to only 
one research-and-development project in the subject area concerned. 
In some cases, however, it is possible to foster the exchange of 
information among all NATO nations by making financial assistance 
contingent upon NATO-wide access to the items developed. 

Within this limited framework, the Mutual Weapons Development 
Program is in a sense a means of pooling allied scientific and technical 
resources. But in the main, NATO scientific and technical resources 
are continuing to be applied to the solution of the same problems 
many times over. 

A primary factor standing in the way of a direct pooling of scientific 
and technical inforriation—or of the resources themselves—is the 
lack of adequate security safeguards on the part of individual NATO 
countries. Some members refuse to release secret information to 
other members for fear of leaks to the Soviet Union. This is particu- 
larly true in the case of countries with Communist representation in 
their national legislatures. 

Another factor tending to prevent a direct NATO-wide pooling of 
scientific information is competition among various member nations 
in the development of weapons for adoption and use by NATO. 

This subcommittee is convinced that the entire military assistance 
program for Europe should be revised to reflect the increased impor- 
tance of scientific and technical assistance to our NATO allies. - 
significant expansion of this type of assistance should make possible 
substantial reduction in total funds for foreign military ctiaiatian 

Present legal barriers to further exchanges of information with 
NATO allies should be thoroughly reviewed to determine the extent 
to which restrictions may be safely removed. While it is important 
that the exchange of information not be hampered by needless or 
unrealistic security restrictions, every reasonable precaution should 
be taken to safeguard the security information made available by 
other NATO countries as well as by the United States. 

It is anticipated that the expansion of United States scientific 
and technical assistance would be accompanied by an effort to en- 
courage more stringent security safeguards in those NATO countries 
where such safeguards are presently considered inadequate. Toward 
this end it may be necessary to make further United States assistance 
contingent upon improved security standards on the part of each 
rec ipie nt country. 

The feasibility of a cooperative scientific research and development 
program for NATO has been demonstrated by the work of the Mutual 
Weapons Development Team. But this organization has failed to 
create the bold and imaginative program required to achieve effective 
scientific collaboration among the NATO allies. To accomplish the 
objectives contemplated by this subcommittee, the MWD Team needs 
to be revamped and clothed with the extraordinary authority re- 
quired to cut through needless redtape and interservice differences 
which stand in the way of full-scale cooperation with our NATO 
allies in scientific research and development. 

The subcommittee is aware of the work being done by the NATO 
Advisory Group for Aeronautical Research and Development 
(AGARD) in compiling data on aeronautical developments in the 
various NATO countries. It is possible that this advisory group 
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could be expanded in makeup and in functions to perform a similar 
purpose with respect to the entire NATO research and development 
effort. In this way, the numerous bilateral United States research 
and development agreements might be more closely tied in with the 
formal NATO structure and program. 

In the initial stages of an expanded scientific assistance and infor- 
mation exchange program arrangements would be bilateral between 
the United States and each of the other participating countries. But 
as security standards are improved further country-to-country col- 
laboration in research and development projects within NATO should 
be encouraged by the United States. In some instances it may be 
possible to increase the extent of subcontracting between NATO 
countries and in this way achieve a degree of scientific and technical 
cooperation tantamount to actual pooling of resources in some areas. 

The practical advantages of increased bilateral agreements between 
the United States and individual NATO countries for research and 
development projects would be similar to those of a direct pooling 
arrangement. The major difference would be that the United States 
would in effect become the monitoring agent primarily responsible for 
the elimination of duplicate scientific efforts and would have a domi- 
nant voice in the direction of broad NATO research and development 
efforts. 

The success of the program outlined here will depend not alone upon 
the willingness of the recipient countries to comply with the conditions 
set forth, but also upon the willingness of the United States to accept 
its NATO allies as full partners in research and development. The 
United States must adopt superior European-developed weapons for 
its own use, thereby demonstrating its confidence in the research and 
development and the weapons of its NATO allies. 

The subcommittee has been advised of various new weapons devel- 
oped by our European allies which are suitable for use by United 
States Forces. But almost without exception the United States 
attempts to develop comparable weapons for production in the United 
States, usually at much greater unit costs. If only for reasons of 
economy—an extremely important factor—it would seem advanta- 
geous for the United States to purchase less expensive new weapons 
from its allies, particularly where those weapons will be used by United 
States Forces overseas or will be purchased for military assistance 
purposes. 

In a very real sense, the key to reduced United States expenditures 
for foreign military assistance is a willingness to promote the weapons 
development and production capabilities of our allies. Until such 
development and production are increased to meet the major needs 
of forces deployed in the NATO area, the United States will be forced 
to continue expending vast sums of money for military assistance in 
Europe. 

VII. Svrarus anp Rote or NATO 


The American military effort in Europe, whether by contributions 
of supplies and equipment or by direct maintenance of United States 
Forces, is directed fundamentally to the support of NATO. 

If war came to Europe, American combat elements in that area, 
as well as those of other nations, would be under NATO command. 
From the beginning, the top NATO command post has been held by 
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Americans. The present Supreme Allied Commander is Gen. 
Lauris Norstad; he is also commander in chief of United States 
Forces in Europe. 

At the Supreme Allied Headquarters in Europe, the subcommittee 
heard an eloquent and impassioned defense of the NATO concept by 
General Norstad. He cited impressive evidence of the increase in 
strength of NATO since its inception in 1949—the growing number of 
bases and airfields, the military forces in being, the strategic deploy- 
ment of Ground, Air and Naval Forces, the development of a warning 
and communications system, the integrated command organization, 
and the unity of purpose and will to back up the fighting forces. 

There is a paradox in this situation, as the subcommittee sees it. 
The stronger NATO has become, the less sure its military footing. 
The potential enemy has vastly increased its own strength with nuclear 
weapons and long-range missiles. NATO approaches a crisis. It 
flounders dangerously in the wake of a swift-running war technology. 

NATO will survive, and further military contributions to its 
buildup will be justified, only if an appropriate strategy is devised 
together with the supporting weapons and logistics systems. 

The strategic concept of NATO, approved by the North Atlantic 
Council in 1950, was one of ground force deterrence. NATO military 
forces were assigned a primary military mission to deter aggression, 
and failing that, to oppose armed attack. 

From this strategic concept came the forward strategy of holding 
the potential enemy as far to the east in Europe as possible. Defense 
of Western Germany and participation of German ground forces in 
NATO were considered ‘‘a stern necessity’’ and a key postulate of the 
strategy.’ 

Although Lord Ismay, the Secretary General of NATO, asserted the 
validity of this strategic concept as late as 1954, the first rude shock 
to the strategy of deterrence by NATO ground forces came with the 
Soviet atomic explosion in September 1949, when NATO hardly had 
been born. 

With the attainment by the Soviets of atomic striking power, 
NATO ground forces were viewed by the NATO countries as making 
less and less sense. Deterrence began to give way to the “trip wire” 

r ‘‘plate glass” concept in whic h limited ground forces were to be 
used to test the seriousness of Soviet incursion into NATO territory 
and to set off an alarm which would bring into play United States 
strategic capabilities for atomic destruction. 

In the face of the developing Soviet atomic threat, the buildup of 
NATO forces was characterized by increasing reluctance on the part 
of the menther countries to devote adequate resources to the creation 
of conventional ground troops. The Lisbon meetings of 1952 had 
postulated force goals of 100 divisions by 1954 as being essential to 
provide the required deterrent, with Germany providing, at United 
States insistence, a substantial number of infantry divisions. By the 
end of 1956 these goals generally were recognized as meaningless. 

A further factor discouraging the buildup of NATO ground forces 
was the new turn in Soviet tactics. As the Soviets emphasized politi- 
cal, psychological, and economic penetration, the possibility of direct, 


massive invasion by Communist forces into NATO areas appeared 
more remote. 


7 NATO, the First Five Years, 1949-54 (printed in the Netherlands), p. 102. 
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Divisive factors among the NATO allies came to the fore. These 
were particularly evident in relation to interests outside the NATO 
area. The Algerian situation has resulted in the diversion of French 
and American-furnished equipment from NATO. The Suez adven- 
ture of the United Kingdom and France saw the United States oppos- 
ing those allies that had theretofore constituted the foundation of our 
NATO policy. 

The demonstrated technological advances of the Soviets in rocketry 
led the United States to enter the December 1957 NATO conference 
with a proposal for establishment of guided missile bases in NATO 
countries. This proposal was acc« pted “in principle,’ but the United 
States was compelled in turn to yield to Western European insistence 
that the Soviet’s neatly timed offer to negotiate should be explored. 

While the United States embarks on a program to speed up the 
development of missiles and to increase the strength of its Armed 
Forces, no similar approach can be expected of the Western European 
countries. On the contrary, the concept of disengagement, of a neu- 
tral zone through Europe, appears to be receiving serious attention 
from those very countries which previously were the strongest sup- 
porters of the United States position. 

The military-assistance program, except for the promise to provide 
guided missiles (which are not yet in existence) to the Western Euro- 
pean countries, has not changed in character. We continue to build 
up and maintain the kind of conventional forces which the NATO 
countries will not readily augment by their own national effort, and 
which do not spell security in convincing terms. 

Statesmanship of the highest order is called for if the NATO 
members are to be rallied and spurred to a greater common effort. 
New military plans must be devised for NATO defense. Farsighted 
and imaginative action must be taken to mobilize NATO resources to 
this end. 

It is commonly argued that the combined resources and skills of 
the NATO nations, including those of the United States, represent an 
overwhelming force for freedom—one that far outweighs the resources 
of Soviet Russia and the satellites. The fact is that NATO resources 
are only a potential yet to be realized. The country-by-country 
approach has vitiated much of American military assistance. There 
is needed a basic reorientation toward a NATO-wide concept of supply 
and logistics to support a viable NATO strategy and command 
posture. 

The subcommittee has no illusions about the enormous difficulties 
posed by this approach. Nevertheless it believes that unless it is 
undertaken, the United States will fritter away many more billions of 
dollars in archaic programs to build up armies, navies, and air forces 
in separate little countries of Europe. 

Ihe pressing need now is not for large new sums of money to con- 
tinue grants of conventional military equipment. In fact, a stop 
order should be placed on certain types of obsolete equipment and 
renewed efforts should be directed to make the NATO countries self- 
sufficient in the more conventional weapons. 

For the immediate future NATO strength should be increased by 
improving the atomic capability of our own forces in Europe. For 
the longer run, measures should be taken to mobilize the scientific 
skills and productive resources of Western Europe in a fully coopera- 
tive endeavor. 
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VILL. THe Nature or THE Soviet CHALLENGE 


The subcommittee arrived in Moscow 2 days after the first satellite 
was placed in orbit. We had a unique opportunity to see how this 
spectacular achievement was exploited by the Soviet authorities. 

On the one hand the orbiting sphere was heralded as a scientific 
advance in the cause of peace; on the other hand Soviet officials 
boasted that the apparatus for launching a satellite could successfully 
launch an intercontinental missile. 

This is no idle boast. Soviet Russia outpaces the United States in 
certain lines of missile development. We face the terrifying prospect 
that nuclear attack upon the United States can be directed from Soviet 
bases. 

The fact that the United States far exceeds the Soviet Union in total 
productive and technical resources is beside the point. The danger 
to our national survival is a selective one. A few missiles that span 
continents with their “payloads” of death and destruction make the 
crucial difference. 

The shock and surprise of the successful Soviet ventures into outer 
space had this valuable effect: our smug sense of superiority was 
shattered. Now we are forced, late as it is, to reexamine our educa- 
tional system, our defense organization and strategy, and our research 
and production capabilities. Our foreign aid programs, too, must 
figure in this reassessment. 

Soviet Russia’s ability to develop atomic and hydrogen weapons so 
soon after the United States did should have been warning enough to 
galvanize our national efforts. Our intelligence of Soviet missile ex- 
perience should have hoisted higher the red flag of danger. But until 
the American people read about, and could see for themselves if they 
cared to look, a luminous metal ball revolving in the heavens, Russian 
progress in science and production was seriously discounted. 

Now the American people must respond to the fact that we have 
a great and powerful rival in the most complicated technical and in- 
dustrial fields. They must respond, not in panic, not in diffuse and 
wasteful motion, but in a calm and purposeful dedication to the tasks 
of building up the Nation’s strength. Our country must be strong 
and unexcelled in the weapons of war; it must use that strength in the 
difficult but unremitting search for peace. 

The subcommittee’s visit to three Russian cities brought home to it, 
as no written accounts can do, vivid impressions of the officially 
directed drive for industrial production in the Soviet Union. Soviet 
industry is one giant speedup system. Everywhere the propaganda 
emphasis is on production and more production, on meeting and beat- 
ing production goals. Russian newspapers and magazines daily re- 
mind their readers of achievements in production and confidently 
predict that per capita output in this and that commodity will soon 
outstrip that in the United States. 

Our travel behind the Iron Curtain was restricted and constantly 
supervised, but we saw great dams and hydroelectric works under 
construction, steel mills and machinery plants going full blast, the 
rebuilding of areas razed by war and German occupation. On display 
at industrial and agricultural expositions we saw an interesting array 
of new designs and models of wares, equipment, vehicles, and machin- 
ery. Inthe newest Moscow University building, the tallest structure 
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in the Soviet Union, we inspected laboratory, library, and study facil- 
ities and received firsthand information about Soviet educational 
methods. 

The Soviet rulers realize that education and training are the indis- 
pensable key to the transformation of their country from a backward 
and illiterate, largely agricultural society, into a modern industrial 
one. Toward this goal of transformation the *y are driving the people 
day and night, exploiting the country’s material and human resources 
without stint and without concern for those considerations of human 
welfare which have an accepted place in American industrial society. 

The dullness and monotony of regimented living, the poor housing, 
the high cost of necessities, the lack of simple comforts, the coarse 
attire of the people—these contrast sharply with the spectacular 
achievements of Soviet science and industry. Judging by the rather 
old and dilapidated vehicles that one sees on the Moscow streets and 

the rough roads outside the city center, the shining new automobiles 
at the fairgrounds are promises of the future rather than conveniences 
of the present. 

Most Soviet citizens seem to believe, however, that the promises of 
their rulers are not empty and idle. They work without freedom; 
they work without choice; but they work as part of e vast national 
effort in which the zoals are very specifically, very self-consciously 
set forth. Life in Soviet Russia is grim and earnest and dedicated 
to state-directed tasks. 

This highly uneven development in a land of strange contrasts, 
marked by primitive living and startling scientific advance, poses a 
very specific threat and makes inordinately difficult and costly the 
means of countering it. We can never hope to anticipate every 
scientific achievement of the Soviets. Nor can a free society, which 
abhors forced labor and ruthless exploitation of people, mobilize and 
concentrate its resources so, quickly and secretly for any given line of 
endeavor. 

Yet the inexorable require:inents of the technological revolution in 
weapons demand that we move ahead on a wide and deep front of 
science and technology, matching and excelling the potential enemy’s 
best weapons and maintaining the deterrent balance of strength which 
for the foreseeable future is the best hope of peace in this world. 

The Soviet system is now 40 years old. Our industrial system is at 
least twice as old as theirs. Our own accomplishments under free 
enterprise and free government have been tremendous, yet not with- 
out sacrifice and suffering. The big difference, the important differ- 
ence, despite all our shortcomings, is that Americans are free people. 

To preserve that freedom for ourselves and others, to demonstrate 
to the uncommitted nations and to the underprivileged millions who 
struggle for a better life that they can reach their goals as free men 
and women, we Americans are confronted with the greatest challenge 
in our history. 














ADDITIONAL VIEWS OF HON. CLARE E. HOFFMAN 


My vote was cast to adopt the report on the assumption that the 
last 2 paragraphs on page 2, being amended, as proposed by Mr. 
Brown of Ohio, made clear that we do not invade the jurisdiction of 
either the Committee on Foreign Affairs or of the Committee on Armed 
Services and that the report does not, in any way, approve or disap- 
prove of NATO or any part of the foreign-aid program. 

Certainly, on the question of the avoidable waste of public funds, it 
is proper for one, even though he opposes the expenditure of any sum 
for an announced purpose, to insist that the resulting appropriation 
should not be deliberately misspent, that is, either extravagantly or 
for an unauthorized purpose. 

On the assumption that that is the purpose of the report, it can be, 
and is, supported. 

Ciare E. Horrman. 


33 


O 








JTFOSITED ay THe 
UNITED STATES ot AMERICA 


Union Calendar No. 539 


85th Congress, 2d Session - - House Report No. 1372 


FALSE AND MISLEADING ADVERTISING 
(Filter-Tip Cigarettes) 


TWENTIETH REPORT 


BY THE 


COMMITTEE ON GOVERNMENT 
OPERATIONS 


FEBRUARY 20, 1958.—Committed to the Committee of the Whole House 
on the State of the Union and ordered to be’printed 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1958 








COMMITTEE ON GOVERNMENT OPERATIONS 
WILLIAM L, DAWSON, Illinois, Chairman 


CHET HOLIFIELD, California 
JOHN W. McCORMACK, Massachusetts 
JACK BROOKS, Texas 

L. H. FOUNTAIN, North Carolina 
PORTER HARDY, Jrk., Virginia 
JOHN A. BLATNIK, Minnesota 
ROBERT E. JONES, Alabama 
EDWARD A. GARMATZ, Maryland 
JOHN E. MOSS, California 

JOE M. KILGORE, Texas 

DANTE B. FASCELL, Florida 
MARTHA W. GRIFFITHS, Michigan 
HENRY S. REUSS, Wisconsin 
OVERTON BROOKS, Lousiana 
ELIZABETH KEE, West Virginia 


KATHRYN E, GRANAHAN, Pennsylvania 


CLARE E. HOFFMAN, Michigan 

R. WALTER RIEHLMAN, New York 
CECIL M. HARDEN, Indiana 
CHARLES B. BROWNSON, Indiana 
GEORGE MEADER, Michigan 
CLARENCE J. BROWN, Ohio 
GLENARD P. LIPSCOMB, California 
VICTOR A. KNOX, Michigan 
WILLIAM E. MINSHALL, Ohio 
EDWIN H. MAY, Jr., Connecticut 
ROBERT H. MICHEL, Illinois 
FLORENCE P. DWYER, New Jersey 





CHRISTINE Ray Davis, Staff Director 


ORVILLE §. 


POLAND, General Counsel 


JAMES A. LANIGAN, Associate General Counsel 
HELEN M. Boyer, Minority Professional Staff 


J. P. CARLSON, 


Minority Counsel 


LEGAL AND MoNETARY AFFAIRS SUBCOMMITTEE 


JOHN A. BLATNIK, Minnesota, Chairman 


JOE M. KILGORE, Texas 

MARTHA W. GRIFFITHS, Michigan 
OVERTON BROOKS, Louisiana 
PORTER HARDY, JR., Virginia 


GEQRGE MEADER, Michigan 
WILLIAM E. MINSHALL, Ohio 


MEMBERS Ex OFFICIO 


WILLIAM L. DAWSON, Illinois 


CLARE E. HOFFMAN, Michigan 


Curtis FE. JOHNSON, Staff Administrator 


JEROME S. 
ErRIc WEINMANN, 


JEROME SONOSKY, 


PLAPINGER, Counsel 
4ssociate Counsel 


{ssociate Counsel 


STANLEY T. FisHer, Accountant-Investigator 
JOHN L. ANDERSON, Investigator 
ELIZABETH D. HEATER, Clerk 


ANN DOMINEK, 


II 


Assistant Clerk 





LETTER OF TRANSMITTAL 





House or REPRESENTATIVES, 
Washington, D. C., February 20, 1958. 
Hon. Sam Raysurn, 
S pe aker of the House of Re prese ntatives, 
Washington, D.C. 

Dear Mr. Spreaker: By direction of the Committee on Government 
Operations. I submit herewith the committee’s 20th report to the 
85th Congress. The committee’s report is based on a study made by 
its Legal and Monetary Affairs Subcommittee. 

Witiiam L. Dawson, Chairman. 


Iit 











Union Calendar No. 539 


85TH CoNGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 1372 


——SSSSSSSSSSSSS==zRNE=_——= = — 





FALSE AND MISLEADING ADVERTISING 
(Filter-Tip Cigarettes) 


FEBRUARY 20, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTIETH REPORT 


SUBMITTED BY THE LEGAL AND MONETARY AFFAIRS 
SUBCOMMITTEE 


On February 19, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled 
“False and Misleading Advertising (Filter-Tip Cigarettes) .” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


I. InrrRopUcTION 


_ This is the first of a series of reports on the activities of the Fed- 
eral Trade Commission, the Post Office Department, and the related 
activities of the Food and Drug Administration, in protecting the 
public from false or misleading advertising. 
The subcommittee is concentrating its attention on the advertising 
of products which have a direct relationship to the public health. 
This advertising relates to medical preparations, and as well to 
other products such as cigarettes—primarily filter-tip cigarettes. 
The advertising of filter-tip cigarettes, through claims made exten- 
sively in the press, on radio and television, and as a result of articles 
in professional journals has acquired definite health connotations. 
Recent articles in the periodical press on the health dangers of 
cigarette smoking, and the wide press and “air” coverage given to 
the results of studies conducted by the American Cancer Society pur- 
porting to establish a causal relationship between cigarette smoking 
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and lung cancer and other illnesses evidence the tremendous public 
interest and concern that has been generated in this subject. 

Because of this widespread public interest and concern, the sub- 
committee determined to examine initially the advertising of ciga- 
rettes, principally filter-tip cigarettes. 

Since the various heart and cancer “scares,” this advertising has 
been affected with serious health implications. An appraisal of such 
advertising therefore necessarily involves some technical literacy of 
the widely reported dangers to health. It also involves an exami- 
nation of the function of the filter, what it seeks to accomplish and 
what it accomplishes, as measured against advertised claims. 

In this report, the subcommittee sought to evaluate the efficiency 
of the Federal Trade Commission in its enforcement programs, with 
respect to the advertising of filter-tip cigarettes. 


II. BackGrounp 
A. THE TOBACCO INDUSTRY 


The tobacco industry is a substantial one. Its retail sales total 
over $5 billion annually. Its annual advertising budget totals over 
$100 million and, according to the New York Times (July 21, 1957) — 


the “Big Six” of the industry rank at the top of leading na- 
tional advertisers in all mediums. 


It directly employs some 500,000 persons, is the major factor in the 
employment of 3 million agricultural workers and farmers, and has 
substantial impact on the 1,300,000 persons who are engaged in the 
wholesale and retail distribution el other dependent and allied in- 
dustries, trades and services. The industry 1s said to account for 
over $2 billion in tobacco taxes, and $500 million in corporate and 
other taxes. 
B. CIGARETTES AND HEALTH 


Deaths from lung cancer have risen at an alarming rate during the 
last 25 years. In 1930, 2,500 cases were reported, and in 1950 this 
figure had risen to 18,000. In 1956, 29,000 cases were reported. 
While it is generally believed by medical scientists that this increase 
has been in part due to better diagnosis and in part to aging of 
population, many scientific investigators believe that this increase is 
too great to be attributable to these factors alone. 

During the past 9 years, an increasing number of reports have 
appeared in medical journals and magazines suggesting a link be- 
tween cigarette smoking and the incidence of lung cancer. 

A study in 1949 by Drs. Ernest L. Wynder and Evarts Graham 
showed that cancer could be induced on the skin of mice with tobacco- 
tar condensates. In 1952 an article by Dr. Alton Ochsner, in the 
Journal of the American Medical Association, called cigarette smok- 
ing a principal cause of lung cancer. In December 1952, the Reader’s 
Digest published an article of obvious implications, entitled “Can- 
cer by the Carton.” In 1953, an additional study by Drs. Wynder 
and Graham gave further evidence that cancer oat be produced 
with cigarette tars. 








FALSE AND MISLEADING ADVERTISING 3 


In 1954— 


prompted by the appearance of certain publications ne 
an established relationship between cigarette smoking an 
lung cancer— 


the Tobacco Industry Research Committee was created by tobacco 
manufacturers to— 


communicate authoritative factual information on the subject 
to the public. 


The TIRC’s Scientific Advisory Board to date has spent $2 million 
on grants for cancer research. 


C. CIGARETTE SALES 


Following the reports linking cigarette smoking and lung cancer, 
cigarette sales in 1953 dropped for the first time in 21 years. This 
decline continued in 1954. 


Recovery in sales began in 1955, but not until 1956 did they ap- 
proximate the 1952 level. 


Tax paid cigarettes removed in billions 





























| | Percent 
| 1952 1953 | 1954 1955 | 1956 1957 change 
from 1956 
ba a 
NT ciiciicnccctiissctided 92.3 | 98. 8 87.8 92.8 96.1 100.9 +5.0 
PR rhistictnnsadisoncctmd 99. 2 95. 5 | 97.4 | 98.9 | 100. 6 104. 4 +3.8 
Total (6 came atittides | 191.5 | 194. 3 | 185. 2 | 191.7 | 196.7 | 205. 3 +4. 4 
3d quarter-. ; ded 104. 8 98. 2 | 95. 5 | 97.4 | 99.0 107.9 +9.0 
— —-) | peta 
Total (9 months). ----| 206.3] 202.5 | = 280.7 | 289.1 |} 295.7 313. 2 +5.9 
Final quarter... __- EES 97.8 4.3/ 87.9] 93.0) 95.9 | 197.3 +1.4 
Grand total. _-- trie 394. 1 386. | 368. 6 382.1 391.6 | 1410.5 +4.8 
1 Estimated. 
Source: Printers’ Ink, Dec. 27, 1957—-Special Annual Report by Harry M. Wooten. 


During the period from 1952 to 1957, a revolution occurred in the 
cigarette industry. Until 1952, the major share of the market had 
been held by six well-established brands of regular cigarettes. How- 
ever, in 1952, P. Lorillard Co. introduced the Kent filter- tip cigarette 
with claims of substantial reduction of nicotine and tar. 

During the next few years, every major manufacturer of cigarettes 
introduced one or more brands of filter cigarettes. During this} period, 
accompanied by tremendous adv ertising campaigns, sales of filter 


cigarettes have climbed steadily, while the sale of regular cigarettes 
has steadily declined. 
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Billions of tax paid cigarettes 








l | | 
| Percent 
1952 1953 1954 1955 | 1956 | 1957 | change 
| | | } from 
| i 1952 
Regular size ; 318. 7 271.3 225.3 | 202. 1 179. 95 160. 35 | -49.7 
King size__-- 71.9 103. 9 106. 3 | 103.2 | 95. 15 | 85.75 | +19. 3 
Filter tips 5 : 5.2 12.4 37.4 | 74.7 | 115.9 | 164. iS | +3, 056. 7 
Manufactured 395. 8 388. 0 369.0 | 380.0 | 391.0 410, 25 +37 
Indicated stock....--.--- —1.7 —1,2 —.7 +2.0 | +.6 +. 25 | anda 
Reported removals 394. 1 386. 8 368. 3 382.9} 391.6 | 410.5 | +4. 2 
Number of brands or sizes of | | 
cigarettes Ss tesiat 26 28 33 34 38 _” ionncteedse 


Source: Printers’ Ink, Dec. 27, 1957—Special Annual Report by Harry M. Wooten. 


Whereas in 1952 filters accounted for only 1.4 percent of sales, in 
1957 filters accounted for 40 percent of all cigarette sales. 


Billions of tax paid cigarettes by brands (domestic volume) 


1957 1956, 
Brand a _ ; Percent 
change 


Regular) Filter | Kings | Total |Regular) Filter | Kings | Total 


| 
| 
| 


Camel. 64.0 0 0 64.0 69.5 0 0 69.5 —7.9 
Pall Mall 0 0 55. 2 55. 2 0 0 56.0 56.0 —1.4 
Lucky Strike _- 51.5 0 0 51.5 55.5 0 0 55.5 —7.2 
Winston 4 0 40.8 0 40.8 0 34.0 0 34.0 +20. 0 
Chesterfield ___- 21.8 0 10.0 31.8 24.5 0 13.0 37.5 —15.2 
L&M.- Z 0 24.8 0 24.8 0 20.3 0 20. 3 22.2 
Viceroy. 0 24.5 0 24.5 0 23.3 0 23.3 +5.1 
Marlboro. : 0 19.5 0 19.5 0 14.3 0 14.3 +36. 4 
Old Gold_.- : 7.2 6.5 2.1 15.8 9.1 5.9 3.0 18.0 —12.2 
Kent- ‘ 0 15.1 0 15.1 0 3.4 0 3.4 +344. 1 
Philip “Morris.- -| 10.0 0 5.0 15.0 13.8 0 5.5 19.3 —22.3 
Xoo ‘ 5.7 6.6 0 12.3 7.4 2.0 2.5 11.9 +3.4 
Salem (mentholated) -- -- 0 12.0 0 12.0 | 0O 4.0 0 4.0 +200. 0 
Herbert T areyton 0 3.6 4,2 7.8 0 3.6 5.4 9.0 +13. 3 
Raleigh- 0 0 6.7 6.7 0 0 7.0 7.0 | —43 
Hit Parade--- . 0 4.5 ) 4.5 0 1.8 0 1.8 +150. 0 
Parliament. 3 0 2.0 0 2.0 0 1.8 0 1.8 +11.1 
Oasis (mentholated) 0 9 0 9 0 0 0 0 
Newport (me ntholated “os 0 9 0 9 0 0 0 0 
Benson & Hedges... : 0 9 0 9 0 all 0 1 +800. 0 
Domino.... 0 0 75 75 0 0 sa on +7, 1 
Cavalier _ . : 0 0 7 a 0 0 1.0 1.0 —30.0 
Marvel-_.--. : 0 0 .6 .6 0 0 6 od 
Sano___- 15 35 0 5 15 o3 0 45 +11.0 
Regent... ; 0 2 a 4 0 2 015 | 35 +14.3 
Wings_. 0 0 .4 .4 0 0 so ol +3 0 
Holiday -.-._- 0 35 0 35 0 .3 0 .3 | +16.7 
Spud (mentholated)______- 0 2 1 8 1 ue .4 0 4 — 25.0 
DuMaurier. -- a oa S. ope eee op ee Or peal a 
TIN ssa pintenrcinni tik OD a 0 3 0 05 0 | - 05 
Encore... | oO 05 S Ff “eer 1 ~se8 a7 Ge < 
PM Risnk 5 os 55i5003 | @ 0 0 ee, ae ee 2 | 62 
Estimated sales_._.....| 160.35 | 164.15 85.75 | 410.25 | 179.95 | 115.9 95. 15 } 391 Oo | +49 
Percent of market_..........| 39.1 | 40.0 20.9 100. 0 46.0 29. 6 24.4 Be tivwicacds 


Source: Printers’ Ink, Dec. 27, 1957—-Special Annual Report by Harry M. Wooten. 


D. TOBACCO MARKETING 


The emergence of the filter-tip cigarette bound up with the con- 
troversy on lung cancer had other sionific: ant effects. 

With the rise of the filter, the light milder tobaccos, which were 
the hallmark of the tobacco industry in the period prior to 1952, fell 
into decline. 
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A Government tobacco expert, Stephen E. Wrather, of the Depart- 
ment of Agriculture, expressed the opinion to the subcommittee that 
since the introduction of the filter cigarette, the industry has sought a 
tobacco which would give to the smoker essentially the same flavor and 
the same strength of smoke that he would get from a regular cigarette. 

As a result, the use of heavier, stronger (and lower priced) tobaccos 
of the pre-19% 52 period increased cigniffeantly. 

This is reflected by the changes in inventory in Government ware- 
houses under the Government price-support program during the 
period 1952- 


Flue-cured prices, loan receipts, and holdings by grade groupings, 1952-56 crops 


Loan receipts (percent of total) Current loan 





Grade groupings | 











aR aA ee a DS Ei 8 padi 4h iS inventory 
| | (percent of 
1952 1953 1954 | 1955 1956 total) 
oats deictstailadeiihaicheedicnlah = stil let aeell idinieladh i 
Thin and fairly thin bodied _-- 35.3) 15.9] 35.4 50.2 | 43.7 49.9 
Medium bodied 38.9 | 26.2 32.7} 468] 651.5 46.7 
Fairly heavy bodied_- 7.4| 19.6 8.0 9 1.8 | 11 
Dark and green_.._..-- 18.4 38.3 | 23.9 2.1 | 3.0 2.3 


} 1952 1953 1954 | 1955 1956 


Market price (cents per pound) wiea 50.3 52.8 


} 
52 2.7] 527] §1.5 
Overall loan level (cents per pound) 50. 6 47.9 47.9| 483] 48.9 
Average value loan receipts (cents per pound) _. , 37.6 31.7 41.6) 55.1} 49.4 
Loan receipts (million pounds) 165. 0 151.4 130.3 298.9 | 319.9 
Loan receipts (percent of crop) 12.2 11.9 9.9] 20.2] 22. 5 


Source: Tobacco Division, Agricultural Marketing Service, July 1957. 
Burley prices, loan reeeipts and holdings by grade groupings, 1952-56 crops 


Loan receipts (percent of total) | Current loan 
Grade groupings i le a ol 
| | | (percent of 
1952 1953 1954 1955 | 1956 total 
Thin to medium bodied _--- 14.8} 49.6 54. 4 97.9 99. 2 | 84.0 
Medium bodied 13.5 15.2 31.5 2.0 .3 | 15.9 
Medium heavy bodied 14.5 4.5 8.5 a 1 
Red, dark, green 7.2 30.7 5.6 
1952 1953 | 1954 1955 | 1956 
Market price (cents per pound i ay 50.3 52.5 49.8 | 58.6 | 63.5 
Overall loan level (cents per pound 49.5 46.6 | 46.4 46. 2 | 48.1 
Average value loan receipts (cents per pound) a 34.9 46.0 53.7 62.7 | 60.0 
Loan receipts (million pounds) 104. 0 102. 0 271.0 73.0 | 6.0 
Loan receipts (percent of crop ¥ 16.0 18. 2 33. 4 15.3 1.2 


Source: Tobacco Division, Agriculture Marketing Service, July 1957. 


Thus while burley, generally a heavier bodied tobacco, in 1952 ac- 
counted for 104 million pounds of the Government support inven- 
tory, or 16 percent of the total burley crop, in 1956, the price support 
inventory in burley was only 6 million pounds, or 1.2 percent of the 
total burley crop. Although the 2 lightest burleys of the 4 tobacco 
grade groupings accounted for 99.9 percent of the ‘hon inventory in 
1956, as against 28.3 percent in 1952, the 1956 loan inventory in these 


groupings totaled almost 6 million pounds as against 30 million 
pounds in 1952. 


H. Rept. 1372, 85-2——-2 
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In the milder flue-cured tobaccos, while the 1952 Government sup- 
port inventory totaled 165 million pounds, or 12.2 percent of the crop, 
in 1956 the volume and percentage almost doubled, 319.9 million 
pounds, or 22.5 percent of the entire crop. The 2 lightest of the flue- 
cured groupings constituted 94.6 percent of the loan inventory in 
1956, as against 74.2 percent in 1952. 

A 20 percent decrease in the price-support program for flue-cured 
tobacco was ordered by the Government for 1957. 


III. Hearrtes 


Following the collation and study by the staff of advertising and 
technical data on filter-tip cigarettes, the subcommittee unanimously 
resolved to commence hearings on the effectiveness of the Federal 
Trade Commission in its protection of the consumer in the field of 
filter-tip-cigarette advertising. 

The hearings commenced on July 18, 1957, continued for six ses- 
sions, concluding on July 26, 1957. 

Testimony was received from physicians and scientists prominent 
in research as well as in the treatment of cancer to better enable the 
subcommittee to understand and appraise the health connotations of 
filter-tip-cigarette advertising. 

The subcommittee also received testimony from representatives of 
companies and organizations who had conducted quantitative tests on 
the nicotine and tar content of cigarettes. Some of these tests re- 
ported in Consumer Reports and The Reader’s Digest have received 
wide publicity in recent months. The subcommittee also heard testi- 
mony on the advertising of specific brands which were presented by 
the staff through visual aids. 

Testimony was also received from a Department of Agriculture 
representative, who outlined changes in the types of tobacco pur- 
chased for cigarette manufacture over the past 5 years. 

Finally, the subcommittee heard from officials of the Federal Trade 
Commission on FTC activities in the prevention of false and mis- 
leading advertising of filter cigarettes and, as well, on enforcement 
action in this field. 

Although the subcommittee extended repeated invitations, both pri- 
vately and publicly, to cigarette manufacturers to appear, industry of- 
ficials refused. One official at first accepted but later canceled his ap- 
pearance because no other industry representative would appear. 

The industry seemed content to recommend that the subcommittee 
call as witnesses a number of scientists and physicians, none of whom 
agreed that the causal relationship between cigarette smoking and 
lung cancer had been established. 

The following is a complete list of all witnesses who appeared before 
the subcommittee (in order of their appearance) : 

Dr. E. Cuyler Hammond, director of statistical research, Ameri- 

can Cancer Society. 

Dr. Clarence Cook Little, director, scientific advisory board, To- 
bacco Industry Research Committee 

Dr. Ernest L. Wynder, Sloan-Kettering Institute for Cancer 
Research 

Dr. R. H. Rigdon, professor of pathology, School of Medicine, 
University of Texas 








FALSB AND MISLEADING ADVERTISING 7 


Dr. LeRoy E. Burney, Surgeon General, Public Health Service, 
Department of Health, Education, and Welfare 

Dr. John R. Heller, Director, National Cancer Institute 

Irving Michelson, Director, Special Projects Division, Consum- 
ers Union 

Dr. Walter Wolman, director, Chemical Laboratory of the 
American Medical Association 

Cyril S. Kimball, executive vice president, Foster D. Snell, Inc. 

Stephen E. Wrather, Director, Tobacco Division, Agricultural 
Marketing Service, Department of Agriculture 

Dr. Harry 8S. N. Greene, chairman, department of pathology, 
Yale University 

Dr. Ian G. MacDonald, clinical professor of surgery, University 
of Southern California 

James Rand, president, and Dr. Ahmed Burham and Dr. S. Z. 
Cardon, Rand Development Corp. 

Max Greenhouse, certified public accountant, Rochester, N. Y. 

Roy Norr, publisher, editor, and publisher, Norr Newsletter about 
Smoking and Health 

Hon. Robert T. Secrest, member, Federal Trade Commission 


TV. Mepicat Testimony 
A. IN GENERAL 


The technical background necessary to an understanding of ciga- 
rette advertising was provided as previously indicated by physicians 
and scientists eminent in the research and treatment of cancer. 

The disagreement of these experts is exemplified by the statements 
of Surg. Gen. LeRoy E. Burney, and Dr. Clarence Cook Little, 
chairman of the scientific advisory board, Tobacco Industry Research 
Committee. 

Although conceding, as do most physicians and scientists, that heavy 
and prolonged cigarette smoking 1s not the only cause of lung cancer, 
the Surgeon General said that— 


it is clear there is an increasing and consistent body of evi- 
dence tliat excessive cigarette smoking is one of the causative 
factors in lung cancer. 


Dr. Heller, Director of the National Cancer Institute, told the sub- 
committee that the “overwhelming majority” of scientists and physi- 
cians in the Public Health Service supported this position. He also 
estimated that 75 percent of physicians and scientists “who have 
knowledge and some competence within this area” would also support 
the stand of the Surgeon General. 

Dr. Little remains “unconvinced.” He told the subcommittee : 


any possible role of smoking in the etiology of lng cancer 
remains an unresolved question. It cannot be sai‘? that 
smoking has been absolved from suspicion. Neither have 
the charges been proven. 


_ In 1944, Dr. Little, then the president of the predecessor organ- 
ization of the American Cancer Society, wrote a chapter in a book 


published by that organization, entitled “Cancer, a Study for 
Laymen.” 
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In the book Dr. Little warned of the dangers of cigarette smoking, 
stating: 


although no definite evidence exists concerning the relation 
between the use of tobacco in the instance of lung cancer, it 
would seem unwise to fill the lungs repeatedly with the 
suspension of fine particles of tobacco products of which 
smoke consists. It is difficult to see how such particles can 
be prevented from becoming lodged in the walls of the lungs 
and when so located, how they can avoid producing a certain 
amount of irritation. 

Under the subcommittee interrogation, Dr. Little stated that the 
above quotation was still applicable “to a large degree” but said that 
it should be modified to include “any prolonged irritation * * * not 
only of tobacco.” 


B. TESTIMONY SUPPORTING THE CAUSAL RELATIONSHIP 

On July 12, 1957, the Surgeon General publicly announced the 
position of the Public Health Service as set forth above. 

In the Public Health Service announcement, it was noted that— 


although the evidence supporting the causal relationship be- 
tween cigarette smoking and lung cancer is still largely statis- 
tical in nature, some laboratory tests also support the concept 
of a cause-and-effect relationship. 

The statement further pointed out that— 


many important public health advances have been developed 
on the basis of statistical or epidemiological information. 


The statement of the Public Health Service was issued following the 
completion of a report by the Study Group on Smoking and Health, 
sponsored by the National Cancer Institute and National Heart Insti- 
tute of the Public Health Service, and two voluntary organizations, 
the American Cancer Society and the American Heart Association. 

Also “taken into account” in arriving at the Surgeon General’s posi- 
tion was the Hammond and Horn (American Cancer Society) study 
reported to the American Medical Association in June 1957. 

Conceding that the precise nature of the factors in “heavy and pro- 
longed” cigarette smoking which can cause lung cancer is not known, 
the Public Health Service statement supported the position of the 
study group that— 


more research is needed to identify, isolate, and try to elimi- 
nate the factors in excessive cigarette smoking which can cause 
cancer. 


The report (actually a “review” of the problem) of the study group 
although conceding that cigarette smoking alone cannot account for 
all cases of lung cancer, and that environmental influences, including 
atmospheric pollutants, as well as sex, nutrition, and heredity, may be 
factors, concludes— 


the sum total of scientific evidence establishes beyond reason- 
able doubt that cigarette smoking is a causative factor in the 
rapidly increasing incidence of human epidermoid carcinoma 
of the lung. 
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1. Epidemiologic evidence 
The report of the study group which antedated the Hammond and 
Horn report by 3 months, states that— 


at least 16 independent studies carried on in 5 countries dur- 
ing the past 18 years, plus 2 prospective studies, have shown 
that there is a statistical association between smoking and the 
occurrence of lung cancer. 


It notes the increased frequency (5 to 15 times) among cigarette 
smokers and the direct relationship between the incidence of lung 
cancer and the amount smoked— 


One person out of 10 who smokes over 2 packs a day will 
die of lung cancer. 
Among nonsmokers, 1 person out of 275 will die of lun 
9 
cancer. 


It also notes that cessation of smoking by chronic smokers decreases 
the probability of lung cancer. 

The most current of the completed epidemiological studies is the 
Hammond-Horn report sponsored by the American Cancer Society. 

In 1952, Drs. Hammond and Horn, of the American Cancer Society, 
began their prospective study which terminated in October 1955. The 
smoking habits of 187,783 men in 4 age groups between the ages of 
50 and 59 were traced. Thes men lived in ural and urban areas of 
California, Illinois, Iowa, Michigan, Minnesota, Pennsylvania, New 
Jersey, New York, and Wisconsin. Highlighting the findings of his 
study, Dr. Hammond told the subcommittee : 

The death rate of less than one-half-pack-a-day smokers was 34 
percent higher than that of nonsmokers. 

The death rate of 1- to 2-packs-per-day smokers was 96 percent 
higher than that of nonsmokers—almost double the nonsmokers. 

The death rate of 2-packs-per-day smokers was 123 percent higher 
than nonsmokers—more than double. 

Of 448 persons whose deaths were attributed to primary cancer of 
the lung, only 15 had never smoked. Including the latter, 51 had 
never smoked cigarettes regularly, whereas 397 had a history of 
regular cigarette smoking. 

The age standardized death rate for the 2-pack-a-day smokers with 
lung cancer was 217.3 per 100,000 per year. 

The age standardized death rate from microscopically proved 
cancer of all sites combined was only 177.4 per 100,000 per year for 
nonsmokers. 

Summing up, Dr. Hammond said: 

In other words, among 2-pack-a-day-cigarette smokers, 
the death rate from bronchogenic carcinoma alone is higher 
than the total cancer death rate of men who never smoked. 

The lung cancer death rate was low among men who never 
smoked cigarettes regularly and high among cigarette 
smokers regardless of whether they lived in large cities, 
small cities, suburbs, towns, and rural areas. 
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Dr. Hammond noted that in examining the studies made in other 





in every instance a higher proportion of smokers was found 
among lung cancer patients than among people free of this 
disease. 


Although Dr. Hammond reported that the coronary artery disease 
death rate increased ste: adily with the daily consumption of cigarettes, 
the statement of the Surgeon General noted that the study group called 
for additional research on the association between smoking and heart 
disease. The Surgeon General’s statement took cognizance of addi- 
tional data in the Hammond-Horn report on this subject, but said: 


there is no convincing biological or clinical evidence to date 
to indicate that smoking per se is one of the causative factors 
in heart disease. 

Deaths from cancer of the esophagus as well as respiratory diseases, 
circulatory diseases were also found to be higher among smokers. He 
also said clinical evidence and his study— 

strongly indicates smoking has a severe effect on patients with 
peptic ulcers. 
2. Laboratory evidence 
The scientists reporting a “causal relationship” between cigarette 


smoking and the incidence of iain cancer contend that the statistical 
evidence is supported by animal laboratory studies. 


6s 


The study group report notes that— 


at least five independent investigators have produced malig- 
nant neoplasms by tobacco- smoke condensates. Although the 
active material has not been identified chemically, some prog- 
ress has been made in localizing the activity in purified 
fractions. 


Again the report notes 


the fact that there is a demonstration of carcinogenic activity 
in animals does not constitute such proof in the lungs of 
humans. 


But it states that— 


this is important contributory evidence that strengthens the 
concept of causal relationship. 


Benzpyrene is one of the substances suspected to contain carcino- 
genic agents by some researchers. One group of researchers from 
the Rand Development Corp. told the subcommittee : 

A known cancer-producing agent has been found in the 
smoke from cigarette paper, and a lesser amount from to- 
bacco alone and in the composite smoke of cigarette paper 
and tobacco. This compound is known as 3,4-benzpyrene. 

It typifies a group of related compounds which has been 
demonstrated by Wynder, of the Sloan-Kettering Institute, 
and many others as being strongly carcinogenic. We have 
found that additives releasing ammonia at the approximate 
combustion temperatures of cigarettes can reduce by a large 
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factor, or eliminate entirely, these compounds from the smoke 
of cigarettes. 


The president of the Rand Development Corp. said he was unable 
to activate “any interest” by the cigarette industry in the above 
findings. 

It was contended that confirmation of the Rand findings has been 
made in British and French laboratories. 

Dr. Ernest L. Wynder, of the Sloan-Kettering Institute for Cancer 
Research, who has induced cancer in mice with tobacco-tar con- 
densates, probably the most important basic research in this field, 
referred to studies conducted on persons who had been heavy smokers 
but who had died of other causes. He said that studies conducted by 
Drs. Auerbach and Cowdry showed that— 


precancerous changes increase in direct proportion to the 


number of cigarettes that a patient has smoked prior to his 
death. 


Dr. Auerbach read “thousands of slides”—not knowing the smoking 
history of the patient—and found these precancerous changes. 


C. TESTIMONY QUESTIONING THE CAUSAL RELATIONSHIP 


The witnesses appearing in opposition questioned the validity of the 
epidemiological studies and laboratory tests. The increase in lung 
cancer was attributed in some part to improved clinical and diagnostic 
facilities, and an aging population. 
Dr. Little referred to differences in genetic constitution pointing 
out that in four investigations, it was found that the vast majority 
of excessive smokers do not develop the disease. 


Why does a small minority develop it, while the great 
majority do not? What type of person—physiologically, 
psychologically, and emotionally—is a bad cancer and health 
risk? Preliminary studies indicate that there are significant 
differences in these respects, and the taking up of excessive 
smoking may well prove to be an indication of such differ- 
ences, rather than the cause of them. 


Again referring to sex differences where the incidence of lung 


cancer 1s 6 to 8 times more prevalent in men than in women of the 
same age: 


Why is this? There is a hormonal factor involved here 
which needs explanation. I might incidentally mention that 
spontaneous lung cancer in mice, although it is of the type 
that occurs less frequently i in humans, also has a sex differ- 
ence and the males form more of it than the females. 


Citing environmental differences in employment and living con- 
ditions, he said: 


A number of research workers have pointed out a clear 
relationship between industrial hazards of different types 
and the incidence of lung cancer. A number of investigators 
have pointed out the increased incidence of lung cancer 
among urban dwellers as compared with rural people. 
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Why are these things? These are affecting the problem 
in which we are all interested, and these things must not be 
lost sight of in following any one lead. 

Inconsistencies evident concerning the claimed cause and 
effect relationship: Nonsmokers may and do develop lung 
vancer. The great majority of heavy smokers do not. 

Drs. Rigdon and Greene questioned the conclusions of the Ham- 
mond and Horn study and the conclusion as to causal relationship be- 
tween smoking and lung cancer based on experimental work in which 
cigarette-tar condensates were used to induce cancers in mice. 

Dr. Ian Macdonald stated his opinon as follows: 


“One must say that there is an apparent association be- 
tween cigarette smoking and lung cancer, but when one re- 
views the total evidence, I think it is not possible to establish a 
cause-and-effect relationship. 


Dr. Macdonald based his contention principally on what he termed 
the “biological potential of cancer.” He said he did not believe any 
statistical proof and although he said he had— 


no scientific proof that my concept of the capacity to de- 
velop cancer is correct, I believe it thoroughly. 


He described the “biologic potential of cancer” as follows: 


* * * Not only is the individual either capable or not 
capable of developing cancer but having developed it, he 
develops a type of cancer which is either going to be highly 
unfavorable or very favorable type of growth, or any other 
spectrum of cancers in between. 

* %* * * * 

My belief and my understanding of the cancerous process 
come from data which I have analyzed in a series of 800 to 
1,200 patients wth cancer of certain types. * * * 

The kind of work I was doing was not an [statistical |] asso- 
ciation, it was determining behavior within the cancer, 
itself. 


Dr. MacDonald said that there are environmental “predisposing 
factors” which may play a role in cancer. 


The factor which is first discovered by statistical studies 
as being in excess, in the background of the individual who 
develops cancer, may simply indicate the presence or even 
the absence of some other factor entirely, which is actu: illy 
of predisposing or causative significance. 

Now there is an increasing amount of evidence in the last 
10 or more years to show that multiple factors are operative 
in setting the stage for a considerable variety of cancers. 
Again we are talking about predisposing factors. 

Commonly there are two or more separate factors fre- 
quently of entirely different nature which combine to increase 
the likelihood of cancer developing in an individual and this 
is referred to as cocarcinogenesis or the inability of a single 
agent to produce cancer by itself, but when combined with 
another, or other agents, it may Jéad to the development of 
cancer. 
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Dr. MacDonald identified sunlight as one of these predisposing 
factors: 


* * * we still have no fundamental understanding of the 
trigger mechanism, the real, basic determinative cause of 
cancer. * * * it has been demonstrated that cancer of the 
mouth is attended by a severe nutritional deficiency in the 
great majority of individuals with this group of cancers. 
Tobacco has now been relegated—that is, except by the most 
feverish antitobacco apostles, to an extremely minor role, if 
indeed it occupies any position of causative significance. 

With respect to the studies on cigarette smoking and lung cancer 
‘. MacDonald observed : 


* * * T think there are far too many contributory factors 
in relation to the association of smoking and lung cancer. 

In particular I must say that I develop a little intellectual 
nausea when we are told nowadays in 1957 that pipes cause 
cancer of the tongue, cigars cause cancer of the larynx, and 
cigarettes cause cancer of the lung. This is a degree of 
specificity that just leaves me slightly staggered. 


He also noted discrepancies in correlation between studies in 
America and those in other countries, notably in Australia and Pak- 
istan, the United Kingdom as well as other geographic areas. 

He reported further that the lung cancer is generally less frequent 
in women than in men, but that in Los Angeles there was a higher 
frequency of Mexican women dying of lung cancer than women of 
other national origins—this in spite of a lesser use of cigarettes among 
Mexican women. 

Dr. Macdonald took issue with the validity of Dr. Wynder’s mice 
experiments contending that the quantity of tar applied to the mice if 
equated to man would involve the smoking of 100,000 cigarettes per 
day. Details of this statistical projection were not supplied. 

He reported also that materials from diesel exhaust fumes were far 
more carcinogenic than tobacco tars when applied to mice. 


V. Fitter Tre Cicgarerres—Saes, ADVERTISING, AND TESTING 


There can be little question that reports linking cigarette smoking 
with lung cancer were at once responsible for the 1953 decline in cig- 
arette sales and for the promotion of filter-tip cigarette brands in 
phalanx. 

New brands, and new packaging or new claims for established 
brands, have typified cigarette marketing in the last 5 years, with the 
filter tip as king. 

The filter tip has paid off in recouping the sales losses of 1953 and 
1954, and in profits. 

As the Wall Street Journal recently (January 24, 1958) noted: 


~ 


While many industries are fretting about a downturn in 
business, the Nation’s cigarette sales are puffing along at a 
record pace. * * * Most credit for the higher sales goes to 
the filtered brands which are rapidly overtaking nonfiltered 
smokes. Filter-tip brands accounted for about 40 percent 
of the total cigarette market last year, compared with an 
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estimated 30 percent of sales in 1956 and a scant 1.5 percent 
slice of the market in as recent a year as 1952. * * * 

The filter-tip smokes have been good profit-makers for the 
cigarette companies. True, it takes some extra machinery to 
tack on the filter, but as production increases the cost per cig- 
arette drops. Also, the space that the filter plug takes up 
in the paper tubes displaces tobacco which generally accounts 
for about three-fourths of the cost of making a cigarette. 

Although cigarette production has been increasing, the use 
of tobacco in each cigarette is on the decline. The Agri- 
culture Department recently figured that the cigarette com- 
panies now get about 360 cigarettes per pound of tobacco, 
compared w ith 325 cigarettes a pound just 4 years ago. * * * 


In addition, filter-tip cigarettes have brought wholesale and retail 
premium prices. 

When reports identified tobacco tar with cancer and associated 
nicotine with cardiovascular disease, the cigarette industry introduced 
and embarked on wide promotion of the filter tip. 

In 1953, smoke of regular cigarettes contained about 2 milligrams 
of nicotine and about 17 millior: ams of tar. Since then, nicotine and 
tar averages of the different types of cigarettes have been as follows: 


{In milligrams] 






































| 1957 
Cigarette type February | : ai mies 
1955 
March! August September | October November 
Tar 
Tt l * 
Regular size, no filter......... 21 | 8 15 | | 17 18 | 17 
King or long, with filter 16 | | 17 17 16 16 
King size, no filter......------ 24 | 2 | 20 | 21 22 21 
Nicotine 
| | 
Regular size, no filter_......-- 2.9 2.9 2.2 2.2 | 2.4 | 2.4 
King or long, with filter_....-_| 2.6 | 2.8 2.4 2.4 2.4 2.4 
King size, no filter........---- 3. 4 | 3.1 | 2.9 | 2.9 3.0 | 2.9 
oN 





1¥rom the March issue of Consumer Reports. 


] Other data are from tests conducted by 
Consumer Reports in the months indicated. 


P. Lorillard Co., then best known for Old Gold cigarettes, intro- 
duced Kent, “with the micronite filter” in 1952. Its smoke in 1953 
produced only 1 milligram of nicotine and 9 milligrams of tar, accord- 
ing to Consumer Reports. Kent advertised that— 


the micronite filter takes out more nicotine and tars than any 
other leading filter cigarette—the difference in protection is 
priceless. 

While Kent provided an effective filter, its sales did not reflect that 
effectiveness. ‘The filter was thereafter loosened, and when tested in 
early 1957, nicotine had more than doubled and tar content almost 
doubled. 

Liggett & Myers, producers of Chesterfields, introduced the L & M 
filter in 1954 with the claim “no filter compares with L & M’s miracle 
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tip—more flavor less nicotine.” In 1955, the L & M tested 1.5 milli- 
grams of nicotine and 11 milligrams of tar. By 1957, L & M showed 
almost a 70 percent increase in nicotine and more than a 33 percent 
increase in tar. Amazingly, it then announced “the miracle of the 
modern miracle tip.” 

Reynolds Tobacco introduced their Winston filter tip. In 1955, 
Winston, which “filters so effectively” tested at 3.1 milligrams of nico- 
tine and 20 milligr ams of tar. By 1957, “with an exclusive filter, 
snowy white and pure”, tests on Winston “improved” to 3.8 milligrams 
of nicotine and 22 milligrams of tar. 

All of the major produc ers followed suit, introducing new filter tip 
brands, advertising their products with claims ranging from “effective 
filtration” to “onarantees cleaner, milder, safer smoking.” 

In view of the publicized health hazards a strange though com- 
pletely explicable transformation has occurred in the filter cigarette 
since its introduction, Many smokers apparently found the filters 
to be less satisfying (as in the case of Kents) than their old regular 
cigarettes. They tried different brands, presumably in search “of a 
filter cigarette which not only afforded health protection but also (as 
one brand advertised) “tastes good like a cigarette should.” 

The cigarette manufacturers “obliged—at least with respect to taste. 
Unfortunately, the much advertised health protection—that is, less 
nicotine and tar—was an unpublicized casualty. The filter cigarette 
smoker is, in most cases, getting as much or more nicotine and tar 
from the filter than he would get “from the regular cigarette the adver- 
tisers have persuaded him to abandon—for his health’s sake. 

Following is a list of the major cigarette manufacturers with their 
leading brands (and advertised claims), filter and regular, and their 


test ratings of nicotine and tar (based on information in Consumer 
Reports) : 
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Tests of cigarettes for nicotine and tar 


{In milligrams] 
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1957 1955 
= : cs a - 
\Nicotine| Tar 
ee i eaeianenieel —| |I— - atte 
American Tobacco Co.: | | 
Lucky Strikes (regular) - ‘ | 2.6 | 19 | 2.7 | 21 
Pall Mall (king) 3.0 | 24 3.5 | 26 
Tareyton (king) | 2.9 | 22 | 3.1 22 
Tareyton (filter king) | 2.3 19 2.5 19 
Hit Parade (filter king) | 3.0 20 ‘én - 
1957—“‘Your taste can’t tell the filter’s | | | | 
there”’ | | 
Liggett & Myers: 
Chesterfield (regular) - | 2.1 17 | 2.3 17 
L & M (regular filter) - 2.6 15 | 1.5 1 
1955—‘“‘ Miracle Tip”’ | | 
“Effective Filtration”’ | 
““Much Less Nicotine” 
“All the flavor stays in, everything 
else stays out’”’ 
L & M (filter king) - ‘ .| 2.6 15 2.5 | 18 
1957—‘“‘ Miracle of the modern miracle tip’’ | 
Chesterfield (king) __- Pains 3.0 22 | 2.7 22 
Fatima (king).-._-_- y | 3.1 24 2.9 | 24 
Reynolds: | 
Camel (regular) __- i 3.2 17 3. 3 | 20 
Cavalier (regular) _-- a 3.8 26 3. 8 | 26 | 
Winston (filter king) é 3.8 22 | 3.1 20 
1955—‘‘ Filters so effectively”’ | | 
1957—“‘Exclusive filter, snowy white and | 
pure, always lets the full, rich 
flavor come through”’ | 
Salem (menthol filter king) 3.7 19 | 3 S 
Philip Morris 
*hilip Morris (regular) . 2.9 | 18 2.2 | 21 
Philip Morris (king) 3.1 | 21 | 3.4 | 26 
Marlboro (filter king 2.9 18 
1957—‘‘A filter that means business”’ | | 
Parliament (filter king ik melamine 2.4 | 
P. Lorillard Co. 
Old Gold (regular) _- 2.7 | 18 2.9 | 18 
Murad (regular) 1.8 17 1.8 21 
Kent (regular filter) 2.7 | 16 2.0 12 
1955—‘‘ Micronite Filter’’ | | 
“Takes out more nicotine and tars 
than any other”’ 
“Protection is priceless”’ 
1957—“‘The mild cigarette—the easy draw 
micronite filter’? (March 1957 | 
“Significantly less tars and nicotine’’ | | 
(July 1957). 1.4 | Pl. swakahakieosacaual 
Old Gold (king 3.2 | 19 4.0) 25 
Old Gold (filter king 3.1 | 19 2.9 14 
Brown & Williamson 
Viceroy (filter king 2.8 18 3. 0 18 
1955—“‘20,000 Filters’”’ 
“100% Filter’ 
1957—“‘Twice as many filter traps as any | 
other brand’”’ | | 
Raleigh (king aaa : > 3.7 23 | 3.7 25 


Since the subcommittee hearings, 


cated lower tar and nicotine contents as follows: 





1953 


| 
Nicotine) Tar \Nicotine Tar 


2.1 16 
2.6 15 
2.0 13 
2. 5 16 
2.4 16 
1.9 18 
2.8 19 
1.9 17 
2.2 ‘16 
2.7 17 
2.0 15 
1.1 17 
1.0 9 
2.4 16 
2.2 16 


tests on some brands have indi- 
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Tars and nicotine in the smoke from 16 brands of United States cigarettes 
[Brands are listed in order of increasing tar content of*their smoke] 
AVERAGE TAR IN SMOKE PER CIGARETTE 


{In milligrams] 





1957 
POmrre Bh a aa ee 
Brand and type | 1955 | 
| | March! August Septem- October | Novem- 
ber ber 

King Sano (denicotinized, | 

king, filter) 12 | 1 11 11 11 12 
Kent (king, filter) 15 12 13 12 12 13 
“New” Parliament (long, 

filter) 2) (2) (2) (2) (2) 13 
Marlboro (long, filter) 2) 18 15 16 15 15 
Tareyton (king, filter) 19 19 16 14 17 | 15 
Viceroy (king, filter 18 | 18 15 18 15 15 
Camel (regular) 20 | 17 15 17 16 } 16 
Lucky Strike (regular) | 21 19 15 | 17 20 | 16 
Winston (king, filter 20 22 19 18 18 17 
L & M (king, filter) | 18 15 22 19 19 18 
Parliament (long, filter) 315 | 20 19 18 18 18 
Philip Morris (regular) 21 18 16 17 19 18 
Hit Parade (king, filter) - 2) | 20 21 21 19 19 
Old Gold (king, filter) 14 19 19 23 19 19 
Pall Mall (king) 26 24 20 22 21 | 20 
Chesterfield (king) 22 | 22 22 21 21 21 
Old Gold (king) 25 | 19 19 21 23 21 


AVERAGE NICOTINE IN SMOKE PER CIGARETTE 


| 

King Sano (denicotinized, | | 
king, filter 1.0 1.0 0.7 0.9 0.9 0.8 
Kent (king, filter)... - 2.8 7 1.9 1.8 | 1.6 | 1.8 

“New” Parliament (long, | 
filter) 2) (2) (2) 2) (2) 1.8 
Marlboro (long, filter) 2) 2.9 2.2 2.2 | 2.3 | 2.1 
Tareyton (king, filter) 2.5 2.3 2.0 2.1 2.0 2.1 
Viceroy (king, filter) 3.0 2.8 23 2.2 | 2.2 | 2.2 
Camel (regular) 3.3 3.2 | 2.4 | 2.4 | 2.6 | 2.3 
Lucky Strike (regular 2.7 2 6 | 19 1.9 2.0 | 24 
Winston (king, filter) 3.1 3.8 2.9 2.8 | 2.7 | 2.7 
L & M (king, filter) 2.5 2.6 3.2 | 3.1 3.4 | 3.3 
Parliament (long, filter) 32.6 3.4 2.6 | 2.8 | 3.1 | 3.2 
Philip Morris (regular) 2.7 2.9 | 2.4 | 2.4 2.4 2.4 
Hit Parade (king, filter)___- 2 3.0 28 | 3.0 | 2.9 | 2.7 
Old Gold (king, filter) 2.9 3.1 3.1 | 3.2 3.1 | 3.2 
Pall Mall (king 3.5 3.0 2.4 2.5 2.6 2.3 
Chesterfield (king) _- - 3.0 3.1 3.1 | 3.4 | 3.3 
Old Gold (kir 4.0 3.2 3.1 | 3.1 3.0 3.2 


| | | 
1From the March Consumer Reports. Other data are from tests conducted by Consumer 
Reports in the months indicated. Consumer Reports noted: “Small differences in tar and 
nicotine are of no significance.” 
2 Not available or not tested. 


3 Based on tests of Parliament king-size cigarettes (about 5 millimeters longer than the 
“long” size). 


Comparison of advertising slogans with the test data can only 
lead one to agree with the candor of Philip Morris’ current slogan 
“No filter—no foolin’.” 

The Wall Street Journal commenting (January 24, 1958) on the 
plethora of new brands, the promotion of filters and the lung-cancer 
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controversy reported that the Nation’s 38 million smokers have been 
left “utterly confused.” The article continues: 


And there’s little chance that the confusion will end any 
timesoon. Take a look at cigarette advertising, which offers a 
maze of figures to the consumer. A couple of ads carry 
graphs showing milligrams of tars and nicotine in various 
brands. (The brand doing the advertising naturally comes 
out best in its own graph.) Philip Morris says its new 
Parliament filter has “30,000 filaments.” Liggett & Myers 
Tobacco Co.’s television commercials talk about its “L & M 
miracle tip with United States patent number 2,805,671.” 


Evidence submitted to the subcommittee showed how the cigarette 
industry accomplished the feat of achieving a higher level of nicotine 
and tar in cigarette smoke despite the filter. 

First the filters were loosened to permit a larger number of smoke 
particles to get through. Second, the blend was changed to include 
more of the stronger, heavier-bodied tobaccos. This “switch” to the 
“low grade” darker leaves has turned the tobacco market upside down. 
The mild, light, bright tobaccos, the most desirable of tobacco in the 
= period, are accumulating as surplus in Government ware- 

ouses, while the low grades of former years have moved rapidly into 
the hands of the cigarette manufacturers. 


VI. Tue FItrer 


Under subcommittee questioning, Tobacco Industry Research Com- 
mittee spokesman, Dr. Little, was unable to ascribe any reason for 
the emergence of filters. Headded: 


very fortunately I couldn’t pass an examination as to which 
company makes which kind of cigarette. And if I may say 
so, it is a matter of complete and enthusiastic indifference. 


Nor did he know whether there was any health advantage in smoking 
a filter-tip cigarette. 

Even at a period in our history when basic research is equated 
with what makes potatoes brown, such absolute detachment is some- 
what startling. 

It appears obvious that the public has “switched” to filter cigarettes 
in the belief that they afford some degree of protection against the 
health hazards of cigarette smoking. While the advertising of such 
cigarettes has carefully avoided any direct reference to cancer, it has 
been subtly directed toward overcoming the cancer scare. 

Dr. Wynder’s experimentation with filter-tip cigarettes indicates 
while filters do not achieve “selective” filtration— 


a reduction of tar can be of real value if it significantly re- 
duces the tar content of the smoke. 


Dr. Wynder has spelled out a real ray of hope for effective filters, 
those removing 40 percent of the tar: 


Recently it has become increasingly clear, however, that 
the tobacco manufacturers are using increasingly ineffec- 
tive filters, that is to say, filters that remove only about 
10 percent of tar. Since king-size cigarettes yield more tar 
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than regular-size cigarettes when smoked to the same butt 
length, some of the present king-size filtered cigarettes ex- 
= the smoker to more tar than when he was smoking regu- 
ar-size unfiltered cigarettes. It must be our aim to reduce 
tar exposure below that of the smoker of unfiltered regular- 
sized cigarettes. It is feasible to produce filter tips with a 
satisfactory pressure drop and satisfactory flavor which can 
remove about 40 percent of the tar of the cigarette smoke. 
Such a filter incorporated in a regular-size cigarette, which 
normally yields 30 milligrams of tar in its smoke, can reduce 
the tar exposure of a given individual smoking this ciga- 
rette to about 18 milligrams. A reduction to such level, as 
animal experiments as well as the human statistical studies 
show, will be followed by a significant reduction in cancer 
risk, provided, of course, that the number of cigarettes 
smoked is kept constant. 

We have not discussed the problem of cardiovascular dis- 
ease and its apparent relationship to nicotine. In striving 
toward more effective filters and lower tar exposure we must 
also aim for a lowering of the nicotine content in this tar. 
It is obviously contradictory to employ more effective filters 
while at the same time using more tobacco high in nicotine 
content in a given cigarette. Efforts for a safer smoke must 
be directed not only toward a more effective filter, but also 
toward choosing tobacco types and a cigarette length which 
will tend to yield less tar and nicotine. 

It is hoped that the recognition of the facts now regarded 
as established about the association of smoking to cancer 
and the role that the amount of tar exposure plays in this 
regard, will induce responsible agencies to set up standards 
in respect to amount of tar that can be contained in the smoke 
of a given cigarette. It is along these lines, the reduction of 
tar exposure below that of the present day smoker of regular- 
size cigarettes, that the filtered cigarette can serve its best 
purpose. 


Dr. Wynder summarized his study: 


1. The carcinogenic activity of tar from different filtered 
cigarettes is similar to that of unfiltered cigarettes when 
judged upon equal tar doses. 

2. The value of a filtered cigarette in reducing cancer risk 
is directly proportional to the decrease in tar content of the 
smoke over that in unfiltered cigarette smoke. 


VII. Tue Activiry or THE FEepERAL TrADE ComM™MIssION 


Under section 5 of the Federal Trade Commission Act, “unfair or 
deceptive acts in commerce are declared unlawful” and “the Commis- 
sion is empowered and directed to prevent persons, partnerships, or 


corporations * * * from using * * * deceptive acts or practices in 
commerce.” 





1Dr. Wynder used the same technique employed in The Reader’s Digest tests. Due 


to different techniques in measuring nicotine and tar, the tests of Consumer Reports 
and the Reader’s Digest are not comparable. 
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The authority of the FTC over cigarette advertising derives from 
the above section. 

Although the Commission has authority under sections 12 and 13 
of its act to obtain injunctive relief with respect to false advertising 
of food, drugs, devices, or cosmetics, it does not have such authority 
in the case of ci igarettes. 

Enforcement action by the Commission against deceptive acts and 
practices is commenced in an administrative proceeding by the issu- 
ance of a complaint. 

Following a hearing, the Commission issues an order containing its 
decision. ‘The order states whether a cease and desist order will be 
issued against the person or firm alleged to be guilty of the deceptive 
act or practice. The order is subject to judicial review. 

Cigarette advertising has been based principally on the pleasure 
to be derived from a particular brand, on “snob” appeal (the brand 
is smoked by the social, entertainment, or athletic elite) or on health 
appeal—“screens out irritants,” or “nose, throat and accessory organs 
not adversely affected,” or “extra protection against colds.” 

The health motif in cigarette advertising has brought the industry 
into conflict with the Federal Trade Commission. 

Up to 1952, it is reported that the FTC had proceeded against vir- 
tually all of the cigarette companies in an effort to keep the health 
claims, express or implied, in cigarette advertising, within bounds. 
In 1953, Consumer Reports, commenting on this activity by the FTC, 
noted that— 


the proceedings in completed cases have not served to inhibit 
seriously the advertising of other companies 


It added: 


no copywriter w th his Brooks Brothers suit would let an 
FTC order stop him from using health appeals if he felt 
they would be effective. 


The FTC attributed in part its lack of success in controlling ciga- 
rette advertising to the refusal of courts to extend the use of the in- 
junction pe rmitted in the case of false and misleading drug advertis- 
ing, to cigarette advertising. 

In its attempt to obtain “voluntary compliance,” in September 
1955, the Federal Trade Commission issued the following guide for 
staff use in evaluating cigarette advertising: 


FTC CIGARETTE ADVERTISING GUIDE 


No representation, claim, illustration, or combination 
~~ ‘eof should be made or used which direc tly or indirectly : 
Refers to either the presence or absence of any physical 
sliees or effects of cigarette smoking in general or the smok- 
ing of any brand of cigarette. 

Nore.—Words, including those relating to filters or 
filtration, which imply the presence or absence of any 
physical effect or effects are considered subject to this 
guide. 

Represents that any brand of cigarette or the smoke 
therefrom is low in nicotine or tars, or contains less nicotine, 
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tars, acids, resins, or other substances, by virtue of its in- 
gredients, method of manufacture, length, added filter, or for 
any other reason or without any assigned reason, than any 
other brand or brands of cigarettes when it has not been 
established by competent sc ientific proof applicable at the 
time of dissemination that the claim 1s true, and if true, that 
such difference or differences are significant. 

Nore.—Words, including those relating to filtration, 
which imply lesser substane es in the smoke, through 
filter comparisons or otherwise, are considered subject 
to this guide. 

3. Refers to the effect or effects of cigarette smoking in 
general or the smoking of any brand of cigarette on the (a) 
nose, throat, larynx, or other part of the respiratory tract, 
(6) digestive system, (c) nerves, (d) any other part of the 
body, or (e) energy. 

4. Represents medical approval of cigarette smoking in 
re il or the smoking of any brand of cigarette. 

. Compare the volume of sales of competitive brands of 
claueathen, or the purchase or use of particular types, quali- 
ties, or grades of tobacco in cigarettes, when such claim is not 
based on reliable information currently applicable when dis- 
a 

Relates to or contains testimonials respecting cigarette 
Bs. or the smoking of any brand of cigarette unless (a) 
the testimonial is genuine, (6) the advertiser has good reason 
to believe it represents the current opinion of the author who 
currently smokes the brand named, and (c) it contains noth- 
ing violative of any of the other guides set forth herein. 

7 ¥ alsely or misleadingly disparages other cigarette man- 
ufacturers or their products. 

Nortres.—(a) Nothing contained in these guides is in- 
tended to prohibit the use of any representation, claim, 
or illustration relating solely to taste, flavor, aroma, or 
enjoyment. 

(6) Nothing contained in these guides will have the 
effect of modifying the provisions of any existing cease 
and desist order or stipulation or altering the responsi- 
bility of any party thereto to fully comply with the 
specific provisions of such order or stipulation affecting 
it. They do not constitute a finding in and will not 
necessarily affect the disposition of any formal or in- 
formal matter now pending with the Commission. 

(6) These guides will be altered, modified, or other- 
wise amended when and if the facts and circumstances 
warrant. 


Hon. Robert T. Secrest, a mémber of the Federal Trade Commis- 
sion, told the subcommittee : 


It is of the firm conviction that its adoption and adminis- 
tration of the guides did more to prevent deceptive adver- 
tising of cigarettes and to fulfill the Commission’s responsi- 
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bility to the public than it could possibly have accomplished 
by any other means. 


Some 75 instances of “voluntary” compliance “prior to and after 
the guide” which resulted in withdrawal of objectionable advertising 
were cited by Commissioner Secrest. 

The very presence of a filter on a cigarette suggests a significant 
reduction in the volume of tar and nicotine from that produced by a 
regular cigarette. According to the test results over a 4-year span 
almost in every instance, “regular” cigarettes yielded less tar and 
nicotine than the widely public ‘ized filters. 

A claim such as a filter that really means business” (Marlboro) 
certainly asserts a high degree of effectiveness—an effectiveness which 

was not borne out by test results when compared with the regular 
cigarette manufactured by the same company. 

‘Winston’s claims for the effectiveness of its filters was not borne 
out by test results. Nor is any “miracle” in L & M’s patented filter 
apparent from the test data. 

From at least 1955 to mid-1957, Kents advertised their “exclusive 
micronite filter” when the consumer would have done just as well for 
nicotine and tar content with most of the regular brands—yet he paid 
2 to 6 cents more a pack for them—as lie «lid for other filters. 

Yommissioner Secrest felt that the Federal Trade Commission 
could not initiate a complaint against deceptive advertising of filter 
cigarettes until a consumer survey was conducted to determine con- 
sumer motivation for the purchase of filter cigarettes. The survey, 
undertaken after the subcommittee’s hearings, has not yet been 
completed. 

Dr. Wynder testified that at the Sloan-Kettering Institute over 500 
patients were asked why they had switched to filters. Seventy per- 
cent said they had changed because they thought they were getting 
health protection or because of advertising which indicated they got 
health protection. This conclusion is also borne out by advertising 
and trade journals. 

Commissioner Secrest also stated that due to the lack of testing 
facilities, it has been difficult, if not impossible, for the FTC to evalu- 
ate accurately the tar and nicotine content of each brand of ciga- 
rettes offered the public. 

The Commissioner said that the Surgeon General’s recent statement 
that “excessive cigarette smoking is one of the causative factors in 
lung cancer” calls for “a new approach” by the Commission in its regu- 
lation of cigarette advertising. 


VIII. Comments 


1. Cancer and the filter-tip cigarette 


It is not the purpose of the subcommittee to evaluate the epidemio- 
logical studies of the American Cancer Society, the research of Dr. 
Wynder and others, the position of the Study Group on Smoking and 
Health, the United States Public Health Service, or Drs. Little, Rig- 
don, Greene, and Macdonald. 

The controversy concerning causal relationship between cancer, 
heart disease, etc., and cigarette smoking rages on—and undoubtedly 
the controversy has spurred additional research to isolate carcinogenic 
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agents in cigarettes or to refute the contention that cigarettes are a 
factor in cancer causation or a health hazard in other respects. 
There can be little doubt that the emergence of the filter cigarette is 
attributable to the widespread public belief that cigarette smoking is 
a health hazard. Also fixed in the public mind is the belief that the 
filter-tip cigarette furnishes protection against such health hazards. 
The cigarette industry has done a grave disservice to the smoking 
public, initially, blatantly, and more recently, very subtly, publiciz- 
ing the filter-tip smoke as a health protection. 
, Chairman Blatnik reflected the concern of the subcommittee when 
16 said : 


We have been informed that in spite of the mounting medi- 
cal evidence that tobacco tars and nicotine are deleterious to 
public health, the cigarette industry is marketing a product 
with as much or more nicotine and tar than ever. To date, 
the cigarette industry’s response to all of these charges has 
been, in effect, “no comment.” 

Without passing judgment on the charges that cigarette 
smoking is a causative factor in lung cancer—and may I note 
that the evidence to date is impressive—I find it difficult to 
fathom the behavior of the cigarette industry in deliberately 
flying into the face of this evidence. 


2. Failure of the cigarette industry to appear 


Despite repeated private and even public invitations to appear before 
the subcommittee, the tobacco industry refused all such invitations. 
In one instance the invitation was accepted only to be declined later 
because of a “previous engagement,” when it was learned no other 
tobacco-company official would appear. 

During a period fraught with public concern over grave health 
implications of cigarette smoking, business responsibility and even 
decency would apparently dictate that the American public is 
entitled to an accounting from the cigarette manufacturers. It is 
indeed most reprehensible that the tobacco industry should so shirk 
its vast responsibilities to the consumer and apparently conspire to 
boycott the hearings of a congressional committee. 


3. Tobacco Industry Research Committee 


The subcommittee is impressed by the list of research projects spon- 
sored by the scientific advisory board of the Tobacco Research Indus- 
try Committee. Similarly, we were impressed by Dr. Little’s candor 
that “cigarettes have not been absolved from suspicion” as a cancer 
causative. However, it is somewhat puzzling that Dr. Little would 
disclaim interest in the question of the role or the effectiveness of ciga- 
rette filters. To evaluate the filter process would seem to be a matter 
of overwhelming concern to the industry and to the public, and even to 
scientists investigating causative factors of cancer, heart disease, and 
other ailments. 


4. The role of the Federal Trade Commission 
(a) The testimony of the Federal Trade Commission that— 
its industry-wide approach to cigarette advertising and its 








24 FALSE AND MISLEADING ADVERTISING 


adoption of advertising guides have served to eliminate all 
health implications from cigarette advertising * * * 


is difficult to believe. 

While voluntary compliance through the cigarette-advertising 
guides adopted in September 1955 (following a year of conferences 
with the industry) is commendable, by the time that the Commission 
stirred itself into action, the seeds of belief as to the effectiveness of 
filters had already been sown by advertising. 

Belatedly, the FTC established and achieved some adherence to its 
code of cigarette- -advertising standards and so more recently has done 
some effective work in stopping objectionable advertising. Unfortu- 
nately, this activity occurred after the public had been “brainwashed” 
that filters would furnish health protection. 

(6) Another example of the Commission’s delay is its failure to 
complete the consumer survey to determine why smokers have 
switched to filters which it told the subcommittee was required be- 
fore enforcement action against filter-cigarette advertising could be 
commenced. 

(c) The Commission cited as one of its difficulties the lack of uni- 
form procedures for testing the smoke content of cigarettes. 

Although it was conceded that the Commission has authority to ask 
any Government agency to make tests for it, the Commission has 
never made any request of the Bureau of Standards or any other Gov- 
ernment agency to conduct such tests. 

Cigarette testing on nicotine and tar content has been carried on by 
private organizations for at least 5 years. Consumer Reports in 1953, 
1955, 1957, and currently has published detailed material on this sub- 
ject. In 1953 and 1954, the American Medical Association Journal 
also published such data. The Reader’s Digest in 1952, in an article 
by Roy Norr, reprinted from the Christian Herald, was one of the first 
publications of general circulation to sound a warning against cigar- 
ette smoking. Its July and August 1957 issues and a recent issue also 
contain data concerning nicotine and tar content based on tests con- 
ducted by a firm of independent chemists. Dr. Wynder also conducted 
tests on this subject. 

Notwithstanding all of this published material and in apparent dis- 
regard of the cooperation that these organizations and other Govern- 
ment agencies would undoubtedly have afforded it, the record of the 
Commission in the area of testing until the past week has been one of 
inaction. 

IX. Conciustons 


1. The cigarette manufacturers have deceived the American public 
through their advertising of filter-tip cigarettes. 

Ironically, while denying the alleged health hazards of cigarette 
smoking, the cigarette industry has, in its advertising, made these 
charges appear true. 

Without specifically claiming that the filter tip removes the agents 
alleged to contribute to heart disease or lung cancer, the advertising 
has emphasized such claims as “clean smoking,” “snowy white,” 
“pure,” “miracle tip,” “20,000 filter traps,” “crives you more of what 
you changed to a filter for” and other phrases implying health pro- 
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tection, when actually most filter cigarettes produce as much or more 
nicotine and tar as cigarettes without filters. 

2. The effectiveness of this deceptive advertising is evidenced by 
the rise in filter-cigarette sales from 1.4 percent of total cigarette 
sales in 1952 to 40 percent in 1957. The American public have paid 
premium prices of 2 to 6 cents per pack for filter cigarettes for “pro- 
tection” they did not receive. 

3. The Federal Trade Commission has failed in its statutory duty 
to “prevent deceptive acts or practices” in filter-cigarette advertising. 

The activities of the Commission to prevent this deception were 
weak and tardy. As a result, the connection between filter-tip ciga- 
rettes and “protection” has become deeply embedded in the public 
mind. 

4. The Federal Trade Commission has failed to approach the prob- 
lems of false and misleading advertising with vigor and diligence. 

The members of the commission should therefore immediately criti- 
cally study the organizational structure of the Commission, its pro- 
cedures and its personnel, and take such action as will insure that the 
Commission will be able to promptly and effectively prevent deceptive 
practices and misleading advertising. 


r~ 
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House or REPRESENTATIVES, 
Washington, D. C., February 22, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: By direction of the Committee on Government 
Operations, I submit herewith the committee’s 2lst report to the 
85th Congress. The committee’s report is based on a study made by 
its International Operations Subcommittee. 

WituraM L. Dawson, Chairman. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-FIRST REPORT 


SUBMITTED BY THE INTERNATIONAL OPERATIONS 
SUBCOMMITTEE 


On February 19, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled, 
“Use of Defense Support Funds for Economic and Political Purposes.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


CONCLUSIONS 


1. The definition of “defense support,” the largest single element in 
the mutual security program other than “military assistance,” is 
interpreted so broadly by the executive branch that it is virtually im- 
possible to determine whether or not an expenditure made under it is 
in accordance with legislative intent. 

2. Executive branch witnesses, in last year’s appearances before 
the authorizing and appropriations committees, consistently gave the 
impression that substantial defense support funds were to be expended 
in direct support of host country military budgets, when actually only 
a small portion of the funds were so employed. 

3. The Congress was led by the executive branch to believe that 
adding the word “specifically”’ to the statutory definition would have a 
limiting effect upon the purposes for which ‘defense support” funds 
could be expended. However, there has been no real change in the 
manner (kind, form or content of aid) in which defense support funds 
are used. 


J 








2 USE OF DEFENSE SUPPORT FUNDS 


4. Although a pretense is made that the amount of aid funds pro- 
gramed for each country is determined by “expert’’ economic judg- 
ment, the subcommittee has found no evidence that this is the case. 
The annual congressional presentation books for the mutual security 
budget contain no explanation, nor has any foreign aid administrator 
ever been willing or able to explain to this subcommittee how and 
why any particular level of aid has been determined. 

5. Under the existing legislation, where a category known as “‘spe- 
cial assistance”’ is specifically provided for political contingences and 
emergencies, the subcommittee questions the propriety of pursuing 
political objectives with ‘“‘defense support” funds, intended for a 
military purpose. 

6. The mutual security budget presentation volumes described 
defense support as having the overall objective of securing “some 
specific contribution by the (host) country to the common defense,”’ 
but not ‘fostering of economic growth greater than that needed, if 
any, to obtain the military objectives.’’ Nevertheless, there are a 
number of major construction projects which contribute substantially 
nothing to the military effort, or the current economy. Unless these 
were politically inspired, they can be regarded as having only the 
primary objective of long-range economic development, which also 
appears to be an improper use of “defense support” funds. 

7. In the absence of planning and clear purpose behind this long- 
range economic development, such as the objective of eventually 
terminating ‘‘defense support,” this type of spending may also be 
characterized as haphazard and not indicative of good judgment. 

8. To the extent that economic development is disguised as ‘‘defense 
support,” a term which implies a military purpose, the Congress and 
the public are being misled. 

9. To the extent that economic development is disguised as ‘defense 
support,’ we play into the hands of Communist propagandists who 
delight in stressing the military aspects of our mutual security pro- 
gram. Where American foreign-aid funds are spent for nonmilitary 
purposes, it is to our advantage to let that fact be known. 


RECOMMENDATIONS 


1. That the International Cooperation Administration submit to 
the Congress with its annual budget presentation, commencing with 
the current year, a clear and detailed explanation of how the “level of 
aid’”’ for defense support programs in each country has been deter- 
mined. Such a statement should go well beyond the present ‘“‘illus- 
strative’’ material concerning the tentative use of requested funds after 
their appropriation, and should clearly show why a particular sum is 
requested rather than some other sum. 

2. That the Congress study possible amendments to the mutual 
security legislation, with the objective of making congressional in- 
tent—with regard to objectives, standards, and criteria applicable to 
each category of aid—so clear that there will no longer be any excuse 
for misinterpretation. The need for such general redefinition is 
demonstrated by the subcommittee’s findings in the field of ‘‘defense 
support.” 

3. That, when the Congress considers the provision of grant aid 
for economic development desirable in the interests of United States 
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policy, this purpose also be clearly expressed and separately funded, in 
order that each program may be judged on its own merits and given 
whatever emphasis each deserves. 

4. That, where aid is directed primarily to political objectives, the 
executive branch fund it from the “special assistance” category, in- 
tended for this purpose, and not from “defense support.”’ 


INTRODUCTION 


Over the past several years, the United States has averaged annual 
expenditures of more than $1 billion on a form of foreign aid known as 
“defense support.”” How sums of this magnitude are used is of con- 
cern to the Congress and to the American taxpayer simply as a matter 
of money. There is, however, a deeper reason for concern, and one 
of which the public generally, and perhaps even some Members of 
Congress are not aware. It is the fact that this particular form of 
overseas spending is almost completely beyond the power of Congress 
to control. A system of practices and procedures has been allowed 
to develop which hamstring congressional scrutiny and leave admin- 
istrators within the executive branch in absolute and unchecked 
control. 

The clear trend in recent years toward the unilateral exercise of 

ower by the executive branch over all forms of foreign aid spending 
fal been documented by a series of earlier studies made be this 
subcommittee.! 

The report which follows on the defense support portion of the 
mutual security program provides further evidence that this trend 
toward absolute executive discretion is reaching alarming proportions. 
It is based in part on an extensive inquiry into foreign aid expenditures 
which included a 4-week field trip to United States foreign aid missions 
in the Philippines, Taiwan, Vietnam, Cambodia, Thailand, Pakistan, 
Iran, Greece, and Spain.2 In addition, hearings were held in Wash- 
ington on January 27 and 28, 1958, to receive testimony on this 
subject from officials of the Department of State, the International 
Cooperation Administration, and the Department of Defense. 

Since more than two-thirds of this year’s defense support funds have 
been allocated to the nations of the Far East, the subcommittee 
concentrated its examination in that area. 


SCOPE OF INVESTIGATION 


In the interests of clarity, it is necessary to state at the outset that 
the subcommittee is not concerned with current arguments as to 
whether foreign aid, in itself, is good or bad, necessary or unnecessary, 
or whether aid dollars should be increased or decreased. It is the 
duty of this subcommittee to evaluate the efficiency and economy of 
foreign aid operations. In the course of carrying out this function, 
the subcommittee has been led to question whether, under current 
practices and procedures, there is any way for the Congress and the 
American people to ascertain whether defense support funds are 
prudently administered. 

1H. Rept. No. 1985, 84th Cong., United States Technical Assistance in Latin America; H. Rept. No. 10, 
85th Cong., United States Aid Operations in Iran; H. Rept. No. 449, 85th Cong., Review of the Budget 
Formulation and Presentation Practices of the International Cooperation Administration. 


2 Many other aspects of foreign aid programs and projects were the subject of the subecommittee’s overseas 
investigation. They will be covered in subsequent reports. 








4 USE OF DEFENSE SUPPORT FUNDS 


Unless there is some way to make this determination, there can be no 
hope that Congress can fulfill its constitutional duty of exercising an 
intelligent check on the actions of those officials of the executive 
branch whose day-to-day operations commit the United States to the 
disposal of vast sums of public funds and to courses of international 
conduct of the most far-reaching significance. 


COMPONENTS OF THE MUTUAL SECURITY PROGRAM 


The mutual security budget for fiscal vear 1958 totaled $3.4 billion, 
of which $2.8 billion represented new appropriations and the balance 
the reappropriation of carryover funds from prior years. These funds 
were provided under several categories: 


PN. ie ak te ian bce tas Berea ties oe ee $1, 878, 000, 000 
RE Se a. ee tae oben wekakies 725, 000, 000 
I 0 nk cn ewncean dk neha ane 300, 000, 000 
en Reon. 2 ce RL LO SUL 125, 000, 000 
Seren NII. 80 Se Gs | se whe ode hk es <G wa eee 225, 000, 000 
Development assistance (carryover only)_......-...---------- 52, 000, 000 


MT NS 2s alts a oe te ee at en Ce ae ee 130, 000, 000 


{t can be seen that for fiscal year 1958 the mutual security program 
comprised four major components—amilitary assistance, defense 
support, Development Loan Fund, and technical cooperation—and 
several minor ones grouped under the heading of “Other programs.” 
The President was also provided with a contingency and emergency 
fund, under the heading of ‘‘Special assistance.” 

The “Other programs’ component involves relatively minor 
expenditures, most of them representing American contributions to 
international organizations. The Development Loan Fund is still in 
the policy-formation stage, with no loans yet approved, so that a 
study of its operations is at this time premature. Let us examine the 
major components that remain. 

Technical cooperation is the current name for what was initially 
called Point Four—the ‘‘exporting”’ of American skills and techniques 
to the underdeveloped countries of the world. It is implemented fre- 
quently through demonstration projects, and generally the cost is 
borne equally by the United States and the host country. On occa- 
sion in the past, the use of technical cooperation funds has gone 
beyond demonstration, so as to result in the building of capital plant, 
but this deviation from the intent of the Congress has been substan- 
tially corrected, and by and large the concept and application of tech- 
nical cooperation have remained about the same throughout the his- 
tory of the mutual security program. 

Military assistance is another categorv that has remained fairly 
constant. It involves primarily the provision of “hardware’’—guns, 
planes, tanks, ships, ete.—-to our allies, for the equipping of their 
armed forces in the interest of our common defense. Some of the 
costs of training tinese forces are also charged to these funds, and some- 
times they have been used for the provision of so-called soft goods, 
such as cotton for uniforms and grains for feeding the troops. In 
fiscal year 1958, this component included the dollar cost of a type of 
military aid known as construction and consumables—providing 
barracks, airfields, gasoline for military vehicles—the local currency 
portion of which is met from the defense support component. By 
and large, however, military assistance, like technical cooperation, 
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has been fairly constant in content and application, and most people 
charged with the administration of the mutual security program hold 
common ideas as to what these two categories mean and how they are 
to be used. 

Such clarity is lacking when we come to defense support and special 
assistance. The latter is, by definition, a contingency and emergency 
fund appropriated to the President, to be used to meet bona fide emer- 
gencies bearing on American foreign policy. It is therefore not sur- 
prising that it cannot be clearly explained before the fact. Defense 
support, however, pretends to a specificity which just isn’t there. It 
is, quite literally, all things to all men. 


THE VAGUENESS OF DEFENSE SUPPORT 


The broad spectrum between military assistance on the one hand 
and technical cooperation on the other has on occasion been filled with 
categories bearing one of the following titles, and a variety of contents 
and “objec tives: special defense financing, common use items, direct 
forces support, defense support, economic and technical assistance, 
special economic assistance, and development assistance. The 
content, although varied in form, is necessar:ly economic. The 
objectives run the gamut—military, economic, political, sociological, 
educational and health—with a variety of combined motivations. 

In fiscal year 1958, the only funds available for grant (as opposed to 
loan) for nonmilitary, non-Point Four purposes were those provided 
under defense support and special assistance. The special assistance 
funds have been generally held in reserve for contingency and emer- 
gency use, although sometimes they have been used for programming 
purposes. As a result, defense support funds have been used on a 
day-to-day basis, to cover the entire gamut of objec tives and needs 
expressed 1 in the foregoing list of predecessor categories. The bulk of 
the uses have little to do diree tly with defense, with the support ele- 
ment being most tenuous to demonstrate. 


ORIGINS OF DEFENSE SUPPORT 


The idea of defense support commenced with the Mutual Security 
Act of 1951, the first version of mutual security legislation, which 
succeeded the Marshall plan. Whereas the Marshall plan had as its 
objective the recovery of the civilian economy of Western Europe, 
the idea of mutual security was the creation of a strong military 
force for the common defense, with the economy to be strengthened 
only to the extent necessary to permit the maintenance of these 
military forces. The term “defense support” did not appear in the 
legislation until the following year (fiscal year 1953). 

A study of the testimony of the somaedidie branch before the Con- 
gress at that time in support of the legislation indicates that defense 
support purported to be similar to the former European recovery 
program (Marshall plan) in content, while different in objective. It 
involved a continuing flow to Europe of United States-financed im- 
ports, in an amount sufficient to offset balance-of-payments deficits 
expected to result from the increase in military forces. Much was 
made of the need for raw materials for the armament industry. 
Although the object was to be the buildup of NATO, rather than 
the earlier rebuilding of the European civilian economy, the tech- 
nique (commodity shipment) corresponded to the former programs, 
and, in fact, the get actually delivered were essentially the same. 

H. Rept. 1374, 








6 USE OF DEFENSE SUPPORT FUNDS 


The Mutual Security Agency submitted the following written defi- 
nition of defense support to the House Foreign Affairs Committee in 
April 1952 (p. 528, hearings): 


Defense support takes the form of raw materials, equip- 
ment, and commodities which Europe must import in order 
to expand its production to the extent necessary to sustain 
the desired level of European military effort. By and large, 
the same kinds of goods were financed by economic aid under 
the Marshall Plan. 

Defense support and economic aid are thus the same 
means of achieving entirely different ends. 


In summary, we might say that defense support, fiscal year 1953 
version, embraced three elements: A supply of foreign exchange, 
shipment of raw materials for the military effort, the filling of military- 
induced shortages in the civilian economy. There is very little simi- 
larity between this and the fiscal year 1958 version. It is interesting 
and informative to trace the changing definition of defense support, 
as stated by ICA in its annual budget presentation to the Congress, 
from fiscal vear 1955 through fiscal year 1958. 


CHANGING CONCEPTS OF DEFENSE SUPPORT 


For the 4 years (fiscal vear 1955-fiscal year 1958) the concluding 
statement of the definition expressed in the budget presentation is 
that defense support- 


has its specific military impact as a country’s economy is 
rendered capable of sustaining the desired enlargement of its 
defense burden. 


A statement is also made consistently each year that defense support 
programs are directed at the attainment of military objectives “rather 
than the extension of any economic benefits which may also inciden- 
tally accrue to the recipient nation.” 

In fiscal year 1955, it was stated that defense support— 


involves the provision of supplemental resources which a 
recipient country requires if it is to carry on a defense pro- 
gram of the size which United States policy regards as 
necessary.! 


In fiscal year 1956, the foregoing statement was repeated, with 
addition— 


and if, at the same time, it is to maintain or attain that 
minimum level of economic strength or growth which is con- 
sistent with the United States national interest. 


In fiscal year 1957, the thought was added that defense support is to 
help countries support military forces “while also achieving or main- 
taining political and economic stability.” 

In fiscal year 1955, it was stated: 


The policy reason for mutual defense support programs is 
the attainment of military objectives rather than the exten- 
sion of any economic benefits which may also incidentally 
accrue to the recipient nation. 


' In this and subsequent quotations, italics have been supplied by the subcommittee for emphasis. 
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In fiscal year 1956, the same sentence has its introductory clause 
changed to read: ““T he primary policy reason * * *.” By fiscal year 
1957, this becomes: “An essential element in the rationale for any de- 
fense support program is the need to attain certain military objec- 
tives’’—the explanation then proceeds to note that once the camel’s 
nose is under the tent, a/l nonmilitary assistance in the particular 
country becomes ‘ ‘defense support” for budgetary purposes. 

By fiscal year 1958, the all-embracing character defense support has 
assumed is well illustrated by the following definition: 


Defense support to any country is that economic assistance 
which is required * * * to make possible, or otherwise to 
secure, some specific contribution by the country to the com- 
mon defense * * *. In each situation, the conditions which 
make aid necessary to accomplish the particular end purpose 


may be economic, political, or both political and economic 
in character. 


WHAT IS THE CURRENT DEFINITION OF DEFENSE SUPPORT? 


The foregoing definition extracted from the presentation book re- 
quires additional elaboration to be usable. Such elaboration, not 
always entirely consistent therewith, can be found in the testimony of 
senior executive branch officials who testified before the committees of 
the Congress considering the mutual security program for fiscal year 
1958. 

“We believe,” said Secretary of State Dulles in his statement before 
the House Foreign Affairs Committee on June 10, 1957— 


that the term ‘defense support” should hereafter be used to 
describe aid granted solely in relation to military programs. 
Other forms of assistance to these same countries, especially 
for economic development, should be dealt with separately. 


In response to questions by the committee, the Secretary spelled out 
by examples just how defense support would be tied to a specific mili- 
tary program. 


Secretary Duties. Of course, the matter is complicated, 
and a single illustration is not—you can’t generalize from a 
single illustration. But to give an illustrative case, let us 

say that the cost of clothing, pay, and so forth, of a certain 
number of divisions in a certain country is a certain amount. 
The budget of that country can’t support that amount. We 
have to cut down the number of forces which they maintain so 
as to bring it within the capacity of their budget, or we have 
to supplement their budget so that they can maintain the 
requisite number of forces, It is much more economical for 
the United States to assist the budget of the country and 
maintain the forces than to cut the forces to meet the budget 
of that particular country and have to make up the deficit by 
United States forces. 

Mr. Fascetu. I understand that. Im this example you 
have cited, would the contribution by the United States be 
under military aid or defense support? 

Secretary Duties. It would be in what is now called 
defense support. We are limiting the term “defense sup- 
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port’? now to support which is necessary for a military 
purpose. 

In the past, Congressman, as you are probably aware, the 
setup was such that if we had a mutual security arrange- 
ment with any country, then all the economic assistance 
we gave that country was comprised under the term of “‘de- 
fense support” even though in fact it had two components; 
one, economic and budgetary assistance to enable the 
country to maintain a desired level of forces, and second, 
economic assistance to that country to help the development 
of the country economically. 

That used to. be all comprehended within the term “‘defense 
support.’”’ Now we proposed to split that into its two 
essential ingredients; one, the amount necessary to maintain 
an agreed, desirable level of military effort, and the other, 
the amount required to enable the country to get on its feet 
economically through long-range economic development. 
We split these into two components, whereas in the past it 
has been confusing because it has all been lumped into one. 


From the above statements, it is clear that defense support, as it 
was presented to the Congress, was intended to be the funds needed 
to shore up and enlarge the military budgets of countries whose 
military strength is important to the U nited States. The obvious 
fact that the dollar involved can be transferred to the receiving 
country only in the form of goods and services was pointed out by 
Mr. John B. Hollister, then Director of the International Cooperation 
Administration, in the following statement made to the House 
Foreign Affairs Committee on June 14, 1957: 


[t is, of course, true that defense support funds are used 
for what seems to most people to be economic purpose. [tis 
true that such assistance is economic in form. It would be 
impossible for it to be otherwise. However, it is for an ex- 
clusively military purpose. This in itself is not objectionable. 
Confusion arises because under present budgetary procedures 
the public has no way of clearly recognizing that some eco- 
nomic assistance is for the purposes of m: uintaining an agreed 
level of military strength, while other economic assistance is 
to make development possible. 


The executive branch proposal to clear the confusion was to include 
both military assistance and defense support appropriations in the 
regular Department of Defense budget, with ICA continuing to ad- 
minister the defense support portion. The Congress, however, re- 
jected this proposal. An administration recommendation was followed 
in ostensibly “tightening’’ the law so that defense support spending 
would be strictly limited to the military purposes as described by 
Secretary Dulles. This was done by adding the single word ‘‘specifi- 
callv’’ to the existing definition so that the section now reads: 


The President is hereby authorized to furnish, to nations 
and organizations eligible to receive military assistance under 
chapter 1 of this title, or to nations which have joined with the 
United States in a regional collective defense arrangement, 
commodities, services, and financial and other assistance 
specifically designed to sustain and increase military effort. 
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Explaining its reasons for recommending to the Congress the addi- 
tion of this single word, the House Foreign Affairs Committee, in 
House Report No. 776, 85th Congress, 1st session, had this to say: 


* * * the tightening up of the definition of defense support 
permits a review by the committee and the Congress to 
determine that it is not a disguised form of economic develop- 
ment aid. Although the program is justifiable only to the 
extent that it contributes to military strength, it is still an 
economic program. 


The idea of a proper review is praiseworthy, and it was with the 
purpose of conducting such a review that this subcommittee undertook 
a study of the operations actually carried out under this section of 
the Mutual Security Act. Such a review is, however, most difficult to 


accomplish due to the loose manner in which the program is being 
administered. 


DIFFERENTIATING MILITARY AND ECONOMIC OBJECTIVES 


Any attempt to trace the developing concept of defense support is 
made difficult by a confusion of terms that occurred in fiscal years 
1955, 1956, and 1957. In those years, there existed also a category 
of aid known as development assistance, with the stated purpose of 
building up the civilian economies of various friendly countries. There 
was nothing of the military in thisidea. The legislation was amended 
to provide, generally, that in those countries where a defense support 
program was going on, all nonmilitary aid was to be called defense 
support, even if it was “really”? development assistance. There is a 
general belief that the purpose of this change in the program was to 
avoid “fragmentation” of the program in certain countries, since the 
line between defense support and development assistance is sometimes 
difficult to draw. The techniques are generally the same, with only 
the objectives being different, and objectives are seldom pure and 
unmixed. At any rate, whatever the reasons for this amalgamation 
of programs, it complicates analysis, since it is difficult and sometimes 
impossible to select out particular items in the concerned country 
programs and identify them as essentially motivated by military or 
economic objectives. 

The difficulty of separating objectives is well illustrated by a state- 
ment of Hon. C. Douglas Dillon, Deputy Under Secretary of State for 
Economic Affairs, the Department’s chief policymaker in the foreign 
aid program. In the course of a line of questioning intended to clarify 
the current scope of ‘‘defense support,” the following exchange took 
pla ce: : 


Mr. Harpy. But the development programs can be carried 
on if somebody has it in his mind that they help to achieve 
the military objective? 

Mr. Ditton. That is correct. If the purpose is to achieve 


the military objective, it could be a project that would help 
development. 








10 USE OF DEFENSE SUPPORT FUNDS 


THE MEANING OF THE WORD “SPECIFICALLY” 


The subcommittee queried the Deputy Under Secretary of State to 
determine his views as to the effect of the statutory change. He re- 
plied as follows: 


* * * this word “specifically” * * * was inserted for the 
oe of showing that defense support from now on, that is, 
rom the fiscal year 1958, should only be that economic aid 
that is necessary for achieving a military objective. Any 
economic aid over and above that level, such as aid granted 
for the purpose of economic development, would be handled 
elsewhere, and specifically, the Development Loan Fund was 
proposed for that service. 


In other words, the Deputy Under Secretary’s position is that this 
amendment merely set the clock back to 1954, by making it improper 
in future to include elements (“development assistance’’) in defense 
support programs which had as their objective anything beyond the 
maintenance of the required military forces. 

On further inquiry, it developed that the Deputy Under Secretary 
interpreted this new limitation as applying only to the level of aid 
(dollar amount), not to its form, kind, or content: 


Mr. Dron. I think perhaps except for the fact that the 
level of aid is fixed, I think you can do under the law any 
type of things. 

Mr. Meraper. By level you mean the number of dollars 
used for this purpose worldwide? 

Mr. Dron. Or in a particular country. 

Mr. Meaper. Or if broken down by countries? 

Mr. Duuon. That is right. 

Mr. Meaper. And the only limitation is that you cannot 
spend more than $800 million for defense support? 

Mr. Ditton. That is right. 

Mr. Meaper. But as to how you spend that $800 million, 
there is no restriction whatever except the judgment of the 
personnel administering the law and the funds; is that 
correct? 

Mr. Dutton. That is correct. 

Mr. Brownson. And there is not any restriction as to how 
much you spend in any country? 

Mr. Dron. Yes, there may be. 

Mr. Harpy. I am glad to have that, because I would 
venture an assumption that not 1 person in 10 in Congress 
had the remotest idea that that is the way you interpreted it. 
I think the Congress is going to be very interested to find 
out that that is the way the Deonrtasent of State interprets 
the statute. 


DEFENSE SUPPORT PROJECTS DO NOT HAVE MILITARY OBJECTIVES 


In studying the defense support programs of the ICA, the subcom- 
mittee was disappointed by the apparent lack of consistency in the 
application of the program from country to country. The diver- 
gences seemed to be greater than could ‘% explained simply on the 


basis of differing country situations, and they did not disappear 
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when allowances had been made for the earlier intermingling of de- 
velopment assistance with defense support. 

There seemed to be virtually no connection in the overwhelming 
majority of instances between particular projects and the end to be 
served—namely, support of the military effort. If a project had in 
fact any military objective in the long run, one would’ expect to see 
rm evidence of fairly direct connection. This expectation is seldom 
ulfilled. 

Military Assistance Advisory Groups (MAAG) abroad have no 
real part in the selection of projects to be included under defense sup- 
port, or in determining the level of aid (dollar amount) of a defense 
support program for any country for any year. The usual MAAG 
Seer tae in this planning and budgeting process lies in the mem- 

ership of its chief in the so-called country team, together with the 
Ambassador and the ICA mission chief; in this committee, he joins the 
others in formal approval of an already formulated budget, including 
defense support, for forwarding to higher echelons. 

We have then the anomaly of a defense support program in which 
Department of Defense participation is minimal at the planning state 
and nonexistent at the operational stage. 

If military participation is so limited, and military objectives are 
so broadly defined, it seems reasonable to conclude that the term 
“defense support” is used not because it is an adequate description 
of what is intended, but because it is considered a more palatable term 
to the public and the Congress than, say, ‘“‘economic development.” 
Maj. Gen. August W. Kissner, United States Air Force, Chief of 
JUSMAG in Spain, who has had a good deal more to do with defense 
support programs than would be true of his counterparts elsewhere, 
commented as follows: 


In my humble view we overwork that word ‘‘defense.” 
That is the kind of word that helps explain it to the tax- 
payers. It is the sugar coating. (Appendix I, p. 119.) 


The explanation offered is that the military objectives of defense 
support are not to be seen in particular components (such as projects) 
but in the overall effect. The maintenance of military forces requires 
ee stability, political stability requires economic growth (or at 

east absense of backsliding); determining the required level of eco- 
nomic growth, or other questions relating to the economy, is a job 
for political and economic specialists, not the military—so goes the 
— 

his method of reasoning, under which the use of defense support 
funds is sought to be justified when the immediate objective is the 
maintenance of political and economic stability, seems contrary to 
the intent of the Mutual Security Act itself. That act provides a 
category of ‘‘special assistance’’ funds, described as having a primary 
purpose of furnishing “assistance designed to maintain or promote 
re or economic stability.”” If defense support funds are now to 
»e used for the same purpose, the pretext of separate categories and 
programs of aid breaks down. 
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DEFENSE SUPPORT LEVELS DO NOT HAVE AN ECONOMIC BASIS 


There is another major flaw in the foregoing argument. 

The subcommittee finds in the annual budget presentations of ICA 
no explanation at all how or why any particular level of aid has. been 
reached. The so-called ‘‘justification’”’ concerns itself only with 
explaining more or less how the amount requested will be used if it 
is granted. 

The subcommittee has never seen any evidence that the level of aid 
for any country has been systematically determined by economic 
experts. Rather it appears that the figure in each case is arrived at 
either by picking it out of the air or through what is essentially 
political negotiation. This may be the only way the matter can be 
handled, but if so the continued pretense that the levels of aid are 
“expertly”? determined should cease. 

The Deputy Under Secretary of State has suggested that the type 
of determination required might best be described as an ‘‘educated 
judgment”; expanding on this view, he stated: 


The usual situation is one in which the level of aid is partly, 
or wholly, determined by what is required to enable the 
country to maintain certain military forces or to take other 
tangible steps with respect to its military establishment. 


It could be supposed from this statement that a careful computation 
of the military needs and their costs would first be made, and that an 
equally careful computation of the capacity of the economy to support 
those needs would also be made. The difference, if the military costs 
were beyond the capacity of the economy, would then determine the 
level of aid. The only trouble is that nowhere, so far as the sub- 
committee has been able to determine, is this what happens. 

Witnesses repeatedly stated that military needs are initially con- 
sidered. Assuming that this is accurate, there is very little evidence 
that any rational thinking is applied thereafter. In place of a reasoned 
analysis of the actual capacity of the economy to support the military 
effort, the local government’s projected overall budget, military budget 
deficit, or foreign exchange deficit, or intangible political considera- 
tions may become the principal criteria. That a judgment is involved 
is undeniable, but the subcommittee believes it would be a flight of 
fancy to regard it as an ‘“‘educated” judgment. 

The typical situation involves the question stated in volume 5 of 
the mutual security budget presentation for fiscal year 1953: 


To what extent can the country, from an economic stand- 
point, and will it, as a matter of hard political reality, devote 
the necessary resources * * * toward meeting the burden of 
raising and maintaining certain military forces? 


Translated into blunt language, as interpreted by the subcommittee, 
this means that the “level of aid’ is the amount of United States 
dollars it is necessary to promise a country in return for its agreement 
to undertake certain military efforts. Whether this “level of aid” 
actually is related to the military costs involved or to the capacity of 
the economy to meet those costs appears to be largely irrelevant. It 
is essentially an agreed-upon price for the country’s cooperation. 
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The subcommittee recognizes the need at times to deal with situa- 
tions of this kind through the judicious use of dollars. The subcom- 
mittee questions, however, the propriety of using defense support 
funds in this kind of transaction. Funds for diplomatic makeweights 
such as these are provided for under the Mutual Security Act in the 
form of ‘‘special assistance’ funds. The free expenditure of defense 
support funds for this purpose or for any other than the purposes set 
forth by the Congress makes a mockery of the whole process of 
appropriating money in specific categories, in order to control its use. 

If the basis of determination of the level of aid is the amount of 
money required to achieve the military objective this year, then any 
inclusion of nonmilitary construction projects in the program seems 
to imply that the determination was erroneous. Major construction 
projects, such as the severa] superhighways in Southeast Asia, are 
undertaken by American contractors with American equipment and 
largely American materials. The bulk of the funds in any such 
project would go to American manufacturers and as salaries to Ameri- 
can personnel. Therefore, the actual immediate impact on the econ- 
omy of the host country is lessened by this amount. 

How about the “long-range” economic impact of projects of this 
sort? Will such an expenditure this year lessen the need for aid next 
year or at some future time? Unfortunately, ICA has made no 
determination of what future needs may be, so that such expendi- 
tures as these seem haphazard. The construction equipment, de- 
preciated after the oomehinias of the project, is donated to the host 
country and therefore increases the country’s real wealth to a certain 
extent. The completed project itself has a value, although one diffi- 
cult to determine. The particular type of project discussed here— 
roads—does not produce income in any measurable fashion. 

If roads are considered the country’s primary need, why select 
superhighways? Why not instead, for the same funds, double or 
treble the mileage of farm-to-market roads? 

How are roads (or whatever the project may be) determined in the 
first instance to represent a primary need? Does the United States, 
or the country itself, have a long-range economic development plan? 
In the majority of cases, there is no indication that adequate eco- 
nomic studies have preceded the determination. 

Is the objective of including some elements of economic development 
under defense support—even the latest definition, the “tight” 
definition—to make the country eventually capable of supporting the 
agreed-upon military establishment without American help? The 
answer can perhaps be found in the disturbing prophecy of the Deputy 
Under Secretary of State, when he was asked how the present purpose 
of ‘“‘defense support” differs from the original concept. He replied: 


Well, it differs in, I would say, two ways: First, I have the 
understanding that the defense support as originally granted 
to the NATO countries was meant to increase the strength of 
their economies to the point where they could carry the major 
burden of their own defense themselves and, therefore, it was 
not of indefinite duration. We hoped we could come to an 
end with it fairly soon, and we did, in fact, come to an end of 
that sort of defense support, I think in 1956—that was the last 
year there was any of it. On the other hand, the defense 
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support that we have now for the less developed countries of 
the world, as long as they are going to keep these very heavy 
military efforts, will probably have to continue to help their 
economy bear the cost of these armies. 


In substance, the executive branch has advised the subcommittee 
that economic aid of this nature will continue into the indefinite 
future. This brings into sharp focus the necessity for removing the 
ambiguities in existing legislation and assuring to the Congress proper 
control over expenditures, and a full understanding of the purposes 
and operations of all facets of the mutual security program. 


O 
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Union Calendar No. 647 


85TH CONGRESS HOUSE OF REPRESENTATIVES REPoRT 
9d Session No. 1610 


GENERAL ACCOUNTING OFFICE OPERATIONS 
IN EUROPE 


(AGENCY ACTION PURSUANT TO COMMITTEE 
RECOM MENDATIONS) 


ApriL 16, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-SECOND REPORT 


SUBMITTED BY THE EXECUTIVE AND LEGISLATIVE 
REORGANIZATION SUBCOMMITTEE 

On April 16, 1958, the Committee on Government Operations had 
before it for consideration a report of its subcommittee entitled, 
“General Accounting Office Operations in Europe (Agency Action 
Pursuant to Committee Recommendations).” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 


the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


INTRODUCTION 


Early in this session of Congress the committee unanimously ap- 
proved the report of the Executive and Legislative Reorganization 
Subcommittee, entitled ‘‘Review of General Accounting Office Opera- 
tions in Europe and the Major Programs Covered by the General 
Accounting Office in the European Area (17th report of the Committee 
on Government Operations, 85th Cong., 2d sess., H. Rept. 1281). 

The report contained observations, conclusions, and recommenda- 
tions on the internal organizational and operational policies, procedures 
and practices of the European Branch of the General Accountin 
Office. It censured the policies and regulations of agencies which 
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impede free access to records and information by General Accounting 
Office representatives. 

The report also contained comments and recommendations on 
major areas of overseas operations being reviewed by General Ac- 
counting Office, and on a situation encountered by the subcommittee 
which affected the right of congressional committees to hold hearings 
in United States Embassy buildings overseas. 

Copies of the report were sent by Chairman Dawson to the General 
Accounting Office, Department of Defense, and Department of 
State for comment and advice as to the action taken or contemplated 
in connection with the committee’s observations and recommenda- 
tions. Although complete formal response to the report has not 
been received from the Department of Defense, the replies which 
have been received are printed in detail in a subsequent section of this 
report under the heading ‘‘Agency Comments and Actions on Com- 
mittee Recommendations.” In those instances where formal reply 
has not been received the agency comment is recorded on the basis of 
informal advice furnished by the department concerned. in either 
event, the pertinent committee recommendation is printed in bold- 
face type immediately preceding the department commentary to 
which it relates. 

As indicated by the summary of agency responses which follows, 
most of the committee recommendations have been adopted by the 
departments and implementing action is in progress, 





SUMMARY OF AGENCY RESPONSES AND 
COMMITTEE COMMENT 


CONGRESSIONAL COMMITTEE HEARINGS OVERSEAS 


The State Department continues to insist that “‘public” hearings by 
congressional committees on United States premises in foreign coun- 
tries cannot be permitted under “applicable principles of international 
law and practice.”’ 

The Department of State concludes from undisclosed premises that 
the ‘ ‘open hearing” proposed by the subcommittee would be an exer- 
cise of “a sovereign function of government.” The subcommittee 
does not accept this tortuous interpretation of an open hearing. Nor 
does it agree to an analogy between the exercise of judicial authority 
in respect to persons or things outside the Government and an inquiry 
which is intragovernmental. Even if such an inquiry be deemed the 
exercise of a sovereign function, but in no way affects the rights or 
privileges of a foreign nation or national, it should most certainly be 
held on what, in contemplation of law, is United States territory. 

The Department’s commentary is not responsive and leaves un- 
answered and undenied the charge that the refusal to the subcommit- 
tee of the use of embassy premises for an open hearing was an unwar- 
ranted interference with the authority of Congress. 


Access OF GENERAL AccouUNTING OFrFricE TO INFORMATION AND 
RECORDS 


The Department of Defense has not yet made formal reply to the 
committee’s recommendations on this matter. However, the commit- 
tee has been advised informally that tentative agreement has been 
reached with General Accounting Office on proposed revisions to 
existing regulations and on a proposed new directive designed to relax 
the requirement of Washington clearance on top-secret material, and 
to grant unrestricted access to General Accounting Office of internal 
reports and working papers. It is understood that the proposed revi- 
sion with respect to classified material will eliminate ‘‘need to know” 
as a basis for release of the material and substitute a requirement that 
the information sought be relevant to General Accounting Office’s 
responsibilities. 

The proposed new regulations are the subject of inquiry by another 
subcommittee of the House Government Operations Committee, 
where, among other things, the question of who determines relevancy 
is being explored. 

From information presently available it appears that action has 
been taken promptly by the Department of Defense to implement the 
committee’s recommendation and that considerable progress is being 
made. 
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The Department of State takes the position that— 


sole determination by General Accounting Office of “need to 
know” * * * would involve basic questions having to do 
with separation of powers between the legislative and the 
executive branches of the Government. 


Moreover, the Department of State does not concur with the commit- 
tee’s view that the General Accounting Office should have unrestricted 
access to internal reports and working papers of the departments and 
agencies. In support of this position the Department relies on the 
testimony of the Attorney General before a Subcommittee on Con- 
stitutional Rights of the Senate Judiciary Committee on March 6, 
1958, as supplemented by the Attorney General’s letter to Senator 
Hennings, dated March 13, 1958. (See appendix 1.) 

The committee believes that the Department’s position is untenable. 
The General Accounting Office has statutory authority to— 


investigate, at the seat of government or eleswhere, all 
matters relating to the receipt, disbursement, and applica- 
tion of public funds (31 U.S. C. 53). 


Section 313 of the Budget and Accounting Act provides that— 


All departments and establishments shall furnish to the 
Comptroller General such information regarding the powers, 
duties, activities, organization, financial transactions, and 
methods of business of their respective offices as he may 
from time to time require of them; and the Comptroller 
General, or any of his assistants or employees, when duly 
authorized by him, shall, for the purpose of securing such 
information, have access to and the right to examine any 
books, documents, papers, or records of any such department 
or establishment. 


The refusal to grant General Accounting Office access to information 
and records negates the mandate for an independent audit and 
places in the hands of an executive department the power to determine 
which matters should or should not be audited. 

The committee is pleased that the views expressed by the Depart- 
ment of State apparently are not shared by the Defense Department. 


Miunirary AssIsTtANCE PROGRAM 


The Defense Department has complied with the committee’s 
recommendation that action be taken to review and reappraise the 
military assistance program in the light of the conclusions and recom- 
mendations of the Comptroller General contained in his report to the 
Congress on August 29, 1957. 

In general, the Department has agreed that most of the findings 
of the Comptroller General represented areas of deficiency and has 
stated that corrective action has been taken or is in the process of being 
accomplished. Even in those areas where the Department is not in 
complete accord with General Accounting Office conclusions, the fact 
that such conclusions were reported by General Accounting Office 
has resulted in reexamination of existing procedures and policies in 
relation to the effectiveness of their administration. The committee 
is impressed with the efforts being made by the Comptroller of the 








GENERAL ACCOUNTING OFFICE OPERATIONS IN EUROPE 5 


Department of Defense and other Defense officials to improve the 
administration of the military assistance program and with the 
degree of improvement already attained. 


Exciusion or Locat Taxes Frem OrrsHore PROCUREMENT 
ConTRACTS 


Department of Defense has advised informally that action is in 
progress to develop clarifying guidance to the operating agencies 
in respect to offshore procurement contracts. Formal reply to the 
committee’s recommendation will be forthcoming in the near future. 
The committee will follow completion of this action with interest. 

The Chief, Ordnance Procurement Center, Rome, Italy, has ad- 
vised that by virtue of action taken by Army Headquarters, Heidel- 
berg, as a result of the subcommittee hearings in Rome, he and his 
staff will be able to close out all pending tax claims by the end of 
March 1958. He is being requested to advise the committee the 
total amount he has been able to recoup. 

This committee commends Army Headquarters, Heidelberg, and 
Chief, Ordnance Procurement Center, Rome, Italy, for their initiative 
and efforts to close out these claims. 


ForreIGN GOVERNMENT PROFITS 


The recommendations of the committee in this area have been the 
subject of cooperative action by the Departments of State and Defense 
and the General Accounting Office. A joint task force has com- 
pleted a survey of the problem and its complete report is printed in 
the appendix hereto (appendix 2). 

The joint group found that there were no political or diplomatic 
considerations which would justify abandonment of efforts to resolve 
the problem. Aggressive action was recommended, and now is in 
process of being implemented. 

The joint study group found that there were no overriding political 
considerations indicating that further pursuit of the ‘‘no profits” nego- 
tiations with foreign governments would be unwise. It recommended 
continuation of United States effort to reach agreement with the 
foreign governments on the issues involved, and concluded that addi- 
tional guidance to the agencies in the field is necessary in order to 
bring these negotiations to an early and proper conclusion. Draft 
instructions designed to meet this objective have been submitted and 
are now under review by the departments concerned. 

The conclusions of the joint study group confirm the findings of 
this committee, and the corrective action proposed is in compliance 
with the committee recommendations. 

It is important to point out that the joint study group also agreed 
with committee’s observations concerning overclassification and 
unnecessary secrecy in the ‘‘no profits’ field, as evidenced by the 
following quotation from its report: 


During the hearings held in Europe by this subcommittee 
last summer the view was expressed that much of the un- 
favorable congressional and public reaction or misunder- 
standing regarding the so-called ‘“‘no profits” problem was a 
result of overclassification and unnecessary secrecy. This 
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study group agrees with that conclusion and is pleased to 
observe that the House committee report referred to above 
presents in an unclassified way much of the information rele- 
vant to this problem which had not previously been made 
public. In the conduct of our review and preparation of our 
report this group has taken the approach that a discussion 
of the problem should be unclassified to the maximum extent 
possible, reserving for classified appendixes only the discus- 
sion of those problems and issues which if released might 
hinder the future progress of negotiations with specific 
countries. 

The task of the group in preparation of its report and 
recommendations has been lightened considerably by the 
public availability of the material included in the Govern- 
ment Operations Committee report, since it makes unneces- 
sary the repetition of a great deal of background material. 
We have therefore concentrated our attention on the prepara- 
tion of a report which will deal specifically with each of the 
major policy issues which have been raised over a period of 
years by the General Accounting Office, and the development 
of staff recommendations as to the line of action which should 
be taken by the Departments of State and Defense for the 
expeditious settlement of outstanding problems. 


ReEsIDUAL VALUE OF UNITED States Construction ABROAD 


The Departments of Defense and State have issued instructions to 
the United States Embassy in London to initiate negotiations with 
the British Government in order to resolve the problem of residual 
value of United States construction abroad. 

Criteria is being developed for dispatch in the near future to United 
States negotiators in seeking resolution of the residual value question 
in other countries. 

Policy guidance is being prepared for use by the Third Air Force in 
connection with bases returned prior to consummation of the diplo- 
matic negotiations. 





AGENCY COMMENTS AND ACTIONS ON COMMITTEE 
RECOMMENDATIONS 


CommiTrer HEearines IN Empassy BuitpiInes ABROAD 


Committee statement and comment 


The subcommittee conducted open hearings in France, 
England, Germany, and Italy. These hearings were held 
in buildings under jurisdiction of the United States. How- 
ever, when the subcommittee arrived in Spain, it was in- 
formed that the Ambassador had been instructed by the 
State Department that the use of United States premises 
or facilities to hold a public hearing would be inconsistent 
with recognized rules of diplomatic missions, and that Amer- 
ican Government officials and employees would not be per- 
mitted to appear and testify at any such hearing held by the 
subcommittee. 

By agreement and cooperation of the Ambassador, open 
briefings were then held at the Embassy with American 
Government officials and employees participating. This was 
deemed adequate for subcommittee purposes, but was not 
an open committee hearing. 

The subcommittee insists on its right to hold hearings in 
the exercise of its sound judgment in accordance with the 
authority of the Congress and under the rules of the House 
of Representatives and the committee. No agency of the 
Government should interfere with this authority of the Con- 
gress. The committee proposes to inquire of the Depart- 
ment of State on this matter. 


State Department comments? 


Neither the Department of State nor the American Am- 
bassador to Spain had any intent to or did not interfere 
with the activities of the subcommittee. However, in the 
exercise of the Secretary’s responsibilities for the conduct of 
our foreign relations, the Department was obliged to bring 
to the attention of the subcommittee the limitations appli- 
cable to diplomatic missions, and the purposes for which 
Embassy premises ordinarily may be used. 

The facts appear to be as follows: After announcement of 
the committee in Paris that open hearings would be held in 
Madrid the Department was asked for advice by the Ambas- 
sador. The Department expressed the view that the conduct 
of public hearings by a congressional committee is an exer- 
cise of a sovereign function by the legislative branch which, 
if conducted within boundaries of another nation, would be in 
derogation of that nation’s sovereignty, and that the use of 
United States premises or facilities for such a purpose would 

Extracted from letter, dated April 7, 1958, from Second Acting Assistant Secretary of State for Congres- 
ional Relations to Chairman William L. Dawson, 
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be inconsistent with the recognized role of diplomatic mis- 
sions. The Ambassador was speciiically instructed that no 
United States premises might be used for public hearings of 
any kind, or for executive hearings involving Spanish 
nationals, unless the advance consent of the Spanish Govern- 
ment had been obtained. This information was conveyed to 
the Fascell subcommittee and, as the subcommittee did not 
insist that the request be made of the Spanish Government, 
no such hearings were held. United States officials then 
participated in “open briefings’ attended by members of the 
press. 

The position taken by the Department is required under 
applicable principles of international law and practice. No 
government has a right to perform any governmental func- 
tion in the territory of another sovereign state without the 
express consent of that state. The very establishment by 
one government of a diplomatic mission requires the consent 
of the receiving state. The consent of the receiving state for 
the entry of individual personnel of the mission is also 
required. In the case of the ambassador, this consent is 
effected by an agreement, while in the case of other officers 
and employees, by the issuance of visas or other entry docu- 
ments. In the absence of special permission, the functions 
which the ambassador and his staff may perform are limited 
to those recognized by all nations as within the scope of the 
functions of a diplomatic mission. 

It is the function of a diplomatic mission to represent the 
government of the sending state to the government of the 
receiving state, and to protect, in a diplomatic capacity, the 
interests of nationals of the sending state. Except as the 
sending state may have given permission to do otherwise, all 
correspondence and conversations of the mission with the 
host government must be with the foreign office. Interfer- 
ence in domestic political affairs, public comment on do- 
mestic legislation and other local conditions, or on public 
criticism of local officials and the policies and procedures of 
the receiving state is universally prohibited. Interrogation 
of foreign nationals, except as the receiving state may have 
consented, is also forbidden. These rules are universally 
recognized, and failure to abide by them has frequently been 
given as the reason for declaring a particular officer persona 
non grata, or, in an extreme case, for the severance of diplo- 
matic relations with the offending government. 

It is true that many nondiplomatic functions are presently 
performed in foreign countries by personnel attached to 
American diplomatic missions, or by other United States 
Government officials temporarily or permanently assigned 
to duty abroad. In each case, however, the host government 
has either formally or tacitly agreed to the performance of 
such nondiplomatic functions. International Cooperation 
Administration activities, the presence of United States 
troops abroad, and the building of foreign military bases, 
are all conducted pursuant to specific agreements with the 
receiving states concerned. Even Public Health Service 
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employees operate abroad in exercise of a privilege granted 
by the host government. The establishment of General 
Accounting Office offices in several European countries was 
effected by arrangements with the foreign governments con- 
cerned, on the understanding that their work would relate 
to the internal administration of United States Government 
establishments. Such consent is not always given. The 
Government of Mexico so far has declined to permit the 
assignment of an internal-revenue agent to the American 
Embassy in Mexico, apparently on the grounds that, if he 
were permanently assigned there, he would be interrogating 
Mexican nationals and other permanent residents of Mexico, 
which would impinge on the sovereignty of Mexico and tend 
to give extraterritorial effect to United States revenue laws. 
The Government of Mexico has given the same reasons for 
declining to permit the assignment in Mexico City of United 
States customs and immigration officials. 

Open public hearings of the sort contemplated by the 
Fascell subcommittee might have involved uncensored 
discussion of Spanish laws and regulations relating to profits, 
monopolies, the efficiency of Spanish business and labor, 
military, political and economic considerations underlying 
United States policies and operations in Spain, many of 
which were at that time being discussed priv ately with the 
Foreign Office, and even criticism of individual Spanish 
nationals including Government officials. 

Nothing in the foregoing should be construed as indicating 
a limitation on the right of Members of the Congress to make 
inquiries abroad concernng the operation of facilities of 
government and programs with which the Congress is con- 
cerned. Neither should it be construed as circumscribing or 
limiting the right of Members of the Congress to have avail- 
ability to United States nationals who are stationed or 
employed abroad by the United States Government for the 
purpose of obtaining information on matters within the 
cognizance of the Congress. However, it must be realized 
that conducting formal hearings, together with all of the 
concomitant rights and authority, is a sovereign function of 
government. Just as no judge of any United States court 
could hold court abroad and issue subpenas or administer 
oaths without the specific consent of the hest government, so 
there is a similar limitation on the exercise of a sovereign 
function by the legislative branch absent the consent of 
the host government. 
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STAFFING 


Committee comment 


However, it appears questionable to the subcommittee 
whether the present contingent of 52 employees is a suf- 
ficient number to provide adequate and timely coverage of 
the many United States programs and operations in Europe, 
north Africa, and the Near East. * * * the possibility is 
suggested that a larger General Accounting Office staff in 
Europe might reduce the time required to complete assign- 
ments and permit more timely reviews and followup 
actions. 


General Accounting Office comments and action? 


The complement of the European Branch must be deter- 
mined by its relation to the total General Accounting Office 
staff needs in the accounting, auditing, and investigative 
areas. The staffing of our offices in Washington and in the 
field is under continuous review in the light of our total 
workload, work locations, staff capability, potential increase 
of staff, rate of absorption of new employees, and other 
factors. One extremely important factor for all of our 
operations is the capability, in the form of available man- 
power, of our supervisory groups to establish work programs 
and to review and process reports. There is an additional 
factor in staffing foreign branches. That is, the necessity 
to choose for these assignments individuals who not only 
possess high technical ability but also have those character- 
istics which are conducive to getting along in a strange 
country and to properly representing our Office and our 
people in a foreign environment. All of these factors have 
played a part in staffing the European Branch. 

It is our present view that the workload of the European 
3ranch may decline somewhat in the future. For example, 
expenditures for offshore procurement are being reduced; we 
have made considerable progress on our military assistance 
program reviews; and our work on State Department and 
United States Information Agency operations in Europe 
will, of necessity, be restricted until further work on these 
agencies has been done in Washington. We believe that our 
present European staff, numbering 54, will be able to handle 
the work now visualized. Our plans contemplate that we 
will concentrate our efforts on those areas which we believe 
will be most productive. At the same time, the work to be 
done by the European Branch must be balanced with our 
ability to process it to a final report expeditiously and to 
take required followup action. This latter involves the 


2 Extracted from material submitted by the Comptroller General with bis letter dated April 14. 1958, to 
Chairman William L. Dawson. 
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available manpower of our Washington supervisory staff in 
order to expeditiously process to completion the work flowing 
from many different sources. 

Also, in performing work and processing reports, there is 
for consideration the factor that a significant part of our work 
is done as a result of congressional interest. Such work is 
given preference over other assignments with the result that 
reports in some areas are delayed. The balancing of our 
staff at all levels to provide the best possible results in audit 
work at the site of operations, reporting, and followup action 
is a matter to which we are devoting a great deal of effort. 
Criteria are being developed to help establish work priorities 
and long range work plans are being made. These, with 
other studies we are making, will help to achieve the most 
effective use of staff and provide guidance in setting more 
ideal staff complements and deciding on staff deployment. 

In view of present estimates of prospective workload and 
the present availability of supervisory groups to process the 
work results to completion, we believe that for the present 
the staff of the European Branch should remain at its 
complement of 54 


AvupiT CovERAGE 


Committee recommendation 


Accordingly, it is requested that the Comptroller General 
study further the desirability or practicability of expanding 
the comprehensive audit approach in Europe, and furnish 
this committee with a report of his views on the matter. 

General Accounting Office comments and action? 

The comprehensive audit approach was initiated by the 
General Accounting Office in 1949 as a means of better dis- 
charging all of our statutory audit responsibilities. It has 
been extended since then consistent with the availability of 
qualified personnel. 

In addition to the shortage of personnel, the need for 
orderly transition of our audit approach and of the account- 
ing and financial management operations of the agencies 
has been an important factor in the rate of expansion of the 
comprehensive audit. We have been influenced in part by 
the relative need of particular areas for comprehensive audit 
treatment and in part by their adaptability to such treat- 
ment, as in the case of business, industrial, and financial 
activities. So the comprehensive audit approach may cover 
a whole agency, an important segment or program area, or 
a particular installation such as an arsenal or naval ship- 
vard. The complete comprehensive audit concept has been 
adapted into modified but consistent general survey and 
review techniques. 

In other words, a concept of selectivity governs our audit 
work everywhere. Applying the principle of selectivity in- 


2 Extracted from material submitted by the Comptroller General with his letter dated April 14, 1958, to 
Chairman William L. Dawson. 
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volves decisions as to what is to be audited and where and 
when the audits will be made. Thus audits may be so 
arranged that a certain group of an agency’s field offices will 
be audited each year so that over a cycle of several years 
all will have been audited. Or because certain of an agency’s 
operations are so much more important or costly or intricate 
than others we will give such operations much attention in 
our audits. 

We believe this principle of selectivity—-of being able to 
devote our manpower resources to those areas where we 
think there is the greatest potential for accomplishment 
results in much more useful information to the Congress and 
is of greater assistance to the agencies themselves. 

In making our audits, we plan and schedule our work in 
the way we believe will produce the best results. This 
planning is involved and complex. It is done on the basis 
of information derived from many sources and requires that 
audit work programs be stated in terms of manpower at 
designated locations several months in advance. 

The work plans of the European Branch are reviewed by 
our Accounting and Auditing Divisions and the selection of 
work to be done is based on full consideration of the need for 
the work and its potential accomplishments in relation to 
the work to be done in this country and elsewhere in the 
world. 

It is our view that the audit work of the European Branch 
is being selected under the same rules and standards which 
apply to all of our audit work and, in our opinion, this does 
not result in a limitation on the seope or effectiveness of the 
Branch’s work. It is our further opinion that the work of 
the European Branch is consistent with our application of 
the comprehensive audit in all other areas. 





EUROPEAN BRANCH, GENERAL ACCOUNTING OFFICE 
REPORTS 


Committee comments and recommendation 


An * * * analysis indicates that less than one-fourth of 
the reports submitted by the Branch are of such significance 
that the findings and recommendations are brought to the 
attention either of the department concerned or of the 
Congress. 

Some of the reports cover matters which have been re- 
solved locally and some represent surveys and information 
for internal use of the Office in programing audit and in- 
vestigative assignments. However, the subcommittee rec- 
ognizes the possibility that undue emphasis has been placed 
on the reporting process. There is a definite indication 
that reports are being used to show progress on assignments. 
For example, in connection with 1 assignment, as many as 
38 separate reports were submitted. 

The European Branch of the General Accounting Office 
does not need to justify its existence by the volume of re- 
ports submitted. The regular and systematic reviews con- 
ducted by its personnel and the preventive actions they are 
able to accomplish during the course of their work are far 
more productive in terms of dollars saved than 50 reports 
justifying time spent on an assignment. 

Although some recent improvements have been made in 
the required reporting processes of the Branch, it is recom- 
mended that the matter be reviewed by the Comptroller 
General with a view to utilizing man-hours consumed by 
useless report preparation in effecting more timely reviews 
and reports on significant findings. 


General Accounting Office comment and action? 


We are in agreement with the committee’s comment that 
useless report preparation should be eliminated. The basic 
reporting policy of the General Accounting Office is, as a part 
of each site or comprehensive audit, to prepare reports on 
audit findings for information purposes and as a basis for 
appropriate action, where necessary. This policy contem- 
plates the preparation and issuance of reports to appropriate 
congressional or agency officials based on audit work per- 
formed. The nature and distribution of such reports are 
determined by the significance of the findings in the reports 
and the need of communicating such information to Con- 
gress and appropriate agency officials. 

The European Branch observes this reporting policy in 
connection with its activities in Europe. As was pointed 


2 Extracted from material submitted by the Comptroller General with his letter dated April 14, 1958, 
to Chairman William L. Dawson. 
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out in the explanation printed on page 19 of the committee’s 
report, many of the items which make up the list of 462 
reports furnished to the committee do not fall within what 
we normally consider as reports. However, the fact that 
information submitted in those “reports”? by the European 
Branch did not result in a report to the agency or to the 
Congress does not mean that the information served no 
useful purpose. In a number of cases, the information 
obtained in Europe was used internally within the General 
Aceounting Office for such purposes as the settlement of 
claims, or the audit and settlement of accountable officers’ 
accounts. Also, a number of reports included in the list 
were progress or partial reports on individual cases. 
Continuous efforts have been and are being made to 
eliminate the preparation of any reports which will not serve 
a useful purpose. 
Further committee comment 


The record shows that comparatively few of the reports 
originating in the European Branch have been transmitted 
to the Congress. Although a majority of these reports may 
not involve matters usually reported to the Congress, many 
of them would be of interest and value to the Committee 
on Government Operations. Accordingly, a report should 
be made to the Committee on Government Operations each 
month, listing by number, date, and title each European 
Branch report which has been finalized by the Washington 


office of the General Accounting Office during the preceding 
30 days. 


Further General Accounting Office comment and action ? 

The General Accounting Office will, of course, comply with 
this request. Our first report will be forwarded to your 
committee as promptly as possible after April 30, 1958, and 
similar reports will be supplied monthly thereafter. 

Further committee comment 


The record does not reflect the basis upon which it was 
determined that the reports listed in House Report No. 1281, 
85th Congress, entitled, “Report on Review of General 
Accounting Office operations in Europe and the major pro- 
grams covered by the General Accounting Office in the 


European area,”’ exhibit I, page 65, were not to be submitted 
to the Congress. 


Further General Accounting Office comment and action? 


The reports referred to did not, in our opinion, contain 
information of sufficient significance or of such general 
application as to warrant consideration by the Congress, 
particularly in view of the actions taken by the adminis- 
trative offices concerned after receipt of these reports. It 
has always been our policy to report to the Congress anything 
of significance which is developed in our work. 


2 Extracted from material submitted by the Comptroller General with his letter, dated April 14, 1958, 
to Chairman William L. Dawson 
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AccrEss TO INFORMATION 


Committee comments and recommendation 


Under present procedures, General Accounting Office 
representatives have access to classified information on a 
‘‘need to know’’ basis. With respect to material classified 
up through secret the “need to know’’ is determined by 
agency Officials ut the operating level, and no particular 
problem has been encountered by General Accounting 
Office in gaining access thereto. However, with respect to 
top-secret data, determination of ‘‘need to know”’ is re- 
quired by existing regulations to be made at the depart- 
mental level in Washington. As a result, long delays are 
encountered before the requested material is made available. 

The subcommittee concludes that since General Account- 
ing Office employees are cleared for top-secret security, 
there should be no restriction placed on their access to any 
classified information. General Accounting Office’s “need 
to know”’ should be a matter for its own determination— 
not by the agency under review. Moreover, the subcom- 
mittee sees no justification for refusal by any agency to 
make available to General Accounting Office any internal 
report or working papers when requested to do so. 

The subcommittee recommends that the department or 
agency concerned rescind or modify any executive or de- 
partmental regulation, order, or directive which denies or 
impedes access to any information the Comptroller General 


or his representatives may determine they need to meet 
their responsibilities. 


General Accounting Office comment and action? 


While the above recommendation is not directed to the 
General Accounting Office, we have been working with the 
Department of Defense for more than a year to obtain ap- 
propriate revision of the regulations involved. 

A number of discussions have been held with representa- 
tives of the Department of Defense which have culminated 
in two proposed directives concerning access to defense in- 
formation by representatives of the General Accounting 
Office. The directives deal with (1) access to defense infor- 
mation, generally, and (2) access to classified defense 
information. Copies of each of the proposed directives are 
attached. 

With reference to the proposed directive covering access 
to defense information generally, you will note that the pro- 
posed directive in sections II A, C, and D sets forth the pres- 
ent-day audit activities of the General Accounting Office 
and our methods of operation. We believe that this is highly 
desirable. There are still many individuals who believe the 
General Accounting Office goes no further in auditing than 
examination of vouchers and related documents. This is not 
the case. Section II B specifically states the basic statutory 


2 Extracted from material submitted by the Comptroller General with his letter dated April 14, 1958, to 
Chairman William L. Dawson. 





a ar ee 


16 





GENERAL ACCOUNTING OFFICE OPERATIONS IN EUROPE 


authority contained in section 313 of the Budget and Ac- 
counting Act of 1921 as to the right of the Comptroller Gen- 
eral to obtain information of the departments and agencies, 
and his right of access to any books, documents, papers, or 
other records for the purpose of securing information. 

Section III A directs the cooperation of officials of the 
Department of Defense, and the military departments, with 
the General Accounting Office. This section directs that 
General Accounting Office personnel be provided with proper 
working space and facilities, and that timely assistance be 
given in making necessary information, records, and person- 
nel available. 

Section III B 1 directs that authorized representatives of 
the General Accounting Office should be given access to and 
allowed to examine such records as are necessary to permit 
them to carry out their duties and responsibilities. 

Section II] B 2 provides for the availability of audit reports 
of the military departments’ audit organizations and asso- 
ciated working papers. 

Section III B 3 deals with the availability of budgets for 
future fiscal years, reports of non-Department of Defense 
agencies (including Federal Bureau of Investigation reports) 
and reports of criminal or personnel investigation reports 
of the inspectors general and criminal investigation organiza- 
tions of the military departments. 

With reference to access to classified defense information 
the Department of Defense proposes to issue an amendment 
to Department of Defense Directive 5200.1, part 4, section 
3D, dated July 8, 1957, which provides for access to and the 
handling of classified defense information by representatives 
of the General Accounting Office. 

The amendment would eliminate the “need to know” re- 
quirement, as well as the different handling of requests for 
access to classified defense information as between “sensitive’’ 
and other areas. The proposed amendment provides in sec- 
tion D that representatives of the General Accounting Office 
should be granted access to classified defense information 
when such information is relevant to the performance of the 
statutory responsibilities of our Office. Sections D 1 and 
D 2 set forth the mechanics for the General Accounting 
Office to inform the military departments of personnel 
cleared for access to security information, and the identifica- 
tion of General Accounting Office personnel. Section D 8 a. 
provides for the personal responsibility of General Accounting 
Office personnel who have access to classified security infor- 
mation. 

Section D 3 b. provides for the safeguarding of classified 
information by the General Accounting Office, and the ob- 
taining of prior approval from the cognizant military depart- 
ment or other Department of Defense agency before dis- 
semination of classified information outside of the General 
Accounting Office. 
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With reference to section D, which provides for access to 
information which is relevant to the performance of the 
duties of the General Accounting Office, we realize that there 
is a question as to who determines whether information is 
relevant. 

The intent of the document and assurance given us was 
that we would be given promptly everything relevant to the 
performance of our statutory responsibility. However, we 
recognize that there are probably records of a highly sensitive 
nature such as war plans and other information which would 
not be of interest or concern to the General Accounting Office. 
In view of this category of information, and the basic concept 
that disclosure of information not relevant to the recipients’ 
responsibilities tends to weaken the protection and control 
of security information, a blanket requirement for furnishing 
any document requested by a General Accounting Office 
representative whether relevant or not was considered unwise. 
It was, therefore, decided to include in the directive the 
simple requirement that all information relevant to our 
statutory responsibilities, which are extremely broad, be 
made available. This decision was made with the under- 
standing that we would be provided full access to all relevant 
information, and that questions as to relevancy—which 
should be few in number—could be resolved on an individual 
case basis at top levels of the agencies concerned and the 
General Accounting Office. 

We advised the Department of Defense under date of 
March 21, 1958, that we believed that both proposed 
directives, if properly implemented, should provide a basis 
for a satisfactory working relationship in the defense area. 
However, we stated that should any situation arise in the 
future which would make the proposed revised procedures un- 
workable, in that the General Accounting Office would be 
impeded in carrying out its duties and responsibilities, we 
would have to insist that the procedures be reconsidered. 

Further committee comments 


When the European branch of the General Accounting 
Office completed its audits of Defense Department opera- 
tions, in practically every instance, the Defense Department 
has classified these reports to Congress “secret’’ or “‘top 
secret.’’ This classification almost always applies to the 
entire report including material that by no stretch of the 
imagination could be deemed top secret, secret, or even 
confidential. 

It is true that some congressional committees have access 
to these reports but the utilization of them for appropriate 
purposes has in many respects been nullified. 

Thus the agency being investigated decides how far the 
investigation shail be of use by those who have the right 
and duty to investigate. 
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Further General Accounting Office comment and action? 


(Proposed Department of Defense directive of April 11, 
follows:) 


2 Extracted from material submitted by the Comptroller General with his letter dated April 14, 1958, to 


The above observation of the committee indicates that the 
Department of Defense assigns the security classification to 
General Accounting Office reports. Ordinarily the General 
Accounting Office assigns the security classification on the 
basis of the classification assigned to the basic documenta- 
tion or information used in the preparation of the report. In 
the event the General Accounting Office feels reconsideration 
should be given to the classification assigned, the Depart- 
ment of Defense is requested to advise whether the infor- 
mation contained in the report can be declassified or down- 
graded. 

In the past when our reports have contained substantial 
amounts of classified material, without which the report 
would lose much of its value, we have not attempted to indi- 
cate those portions of the report which were unclassified and 
those which bore the security classification assigned to the 
complete report. 


Aprit 11, 1958. 


PROPOSED DEPARTMENT OF DEFENSE 
DIRECTIVE 


GENERAL ACCOUNTING OFrFIcE COMPREHENSIVE AUDITS 
I. PURPOSE 


To explain the General Accounting Office comprehensive 
audit program and to prescribe policy for the guidance of 
representatives of the Department of Defense and compo- 
nents thereof in their relationships with General Accounting 
Office representatives engaged in carrying out the statutory 
audit responsibilities of the Comptroller Generat. 


II. GENERAL ACCOUNTING OFFICE COMPREHENSIVE AUDIT 
PROGRAM 

A. General scope 

The General Accounting Office has broad authority for 
conducting audits and investigations in the executive depart- 
ments and agencies. The purpose of this authority is to en- 
able the Comptroller General, as an agent of the Congress, to 
determine how each agency under audit dise harges its finan- 
cial responsibilities. In this connection, the financial 
responsibilities of an agency are to be construed as including 
the expenditure of funds and the utilization of property and 
personnel in the furtherance only of authorized programs or 
activities in an effective, efficient and economical manner 
Comprehensive audits will be directed only to the nontactic al 
operations of the Department of Defense. Primarily, the 
effort by the General Accounting Office auditors will be for 


Chairman William L. Dawson. 
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the purpose of evaluating the results of financial management 
within the Department of Defense and components thereof. 


B. Basie statutory authority 


Section 313 of the Budget and Accounting Act of 1921 
(31 U.S. C. 54) provides that ‘All departments and estab- 
lishments shall furnish to the Comptroller General such 
information regarding the powers, duties, activities, organi- 
zation, financial transactions and methods of business of their 
respective offices as he may from time to time require of them; 
and the Comptroller General, or any of his assistants or 
employees, when duly authorized by him, shall, for the pur- 
pose of securing such information, have access to and a right 
to examine any books, documents, papers, or records of any 
= department or establishment * * *,” 


. Performance of comprehensive audits 


The General Accounting Office is performing as many 
audits as possible at the sites of operations. These audits, 
which are on a comprehensive basis, are performed by person- 
nel from the various General Accounting Office regional 
offices, overseas offices, and the Defense Accounting and 
Auditing Division in W ashington, D. C., and Dayton, 


Ohio. The regional offices are in 19 locations i in the U nited 
States. 


D. Approach to comprehensive audits 


General Accounting Office audits are designed to provide a 
comprehensive review of Government agencies and their ac- 
tivities. The extent of detailed examination work in such 
audits is determined by the adequacy of the management 
control exercised by the agency under audit. In order to 

valuate internal management controls, General Accounting 
Office personnel examine the history, purpose, authorities, 
organization, activities, policies, and procedures of an agency 
and its component activities, and then review the operating 
results in the light of the intended purpose and authorities. 
In making an evaluation of internal control, representatives 
from the General Accounting Office will necessarily perform 
various audit steps such as reviewing, analyzing, and testing 
accounting and operating data, property records, data in 
support of budgetary statements, and other supporting evi- 
dence covering ‘the agencies’ activities. The results of com- 
prehensive audits will be covered by reports which will be 
made available to the head of the agency involved. 


E. Evaluation of internal controls and internal review activities 


Section 117 (a) of the Accounting and Auditing Act of 1950 
(31 U. S. C. 67) provides that, in the determination of 
auditing procedures to be followed and the extent of exami- 
nation of vouchers and other documents, the Comptroller 
General shall give consideration to the effectiveness of 
accounting organizations and systems, internal audit and 
control, and related administrative practices of the respective 
agencies. Pursuant to the foregoing, the General Accounting 
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Office audits will be conducted in full recognition of all 
internal review activities and will evaluate their effectiveness 
and eliminate the necessity for duplicating much of their 
efforts. The General Accounting Office intends, as part of 
its comprehensive audit procedure, to review the internal 
audit work accomplished within the Department of Defense. 
This review will serve to enable the General Accounting 
Office to evaluate the effectiveness of internal audit and 
control and thereby minimize its effort devoted to detailed 
review of installation activities. To the extent that the 
internal audit program has been the successful and effective 
aid to management which it is designed to be, a corresponding 
reduction in the disruption of normal operations at the 
installation or activity by the General Accounting Office 
should result. 


Ill. POLICIES AND ACTION 


A. Cooperation to be accorded representatives of the General 
Accounting Office 

Representatives of the General Accounting Office will 
inform the agency and installation concerned of any pro- 
posed audit ‘and its contemplated scope. Officials of all 
levels within the Department of Defense and components 
thereof shall cooperate fully with the General Accounting 
Office representatives in order to facilitate the audit work. 
Care shall be taken to assure that proper working space and 
facilities are provided, as well as timely assistance in making 
necessary information, records and personnel available. 


B. Access to records and release of records and reports 


1. In accordance with the provisions of the Budget and 
Accounting Act of 1921 (see II. B hereof), authorized repre- 
sentatives of the General Accounting Office shall be given 
access to, and allowed to examine, such records as are neces- 
sary to permit them to carry out their duties and responsi- 
bilities. 

Internal audit reports of the military department audit 
organizations and associated working papers shall be made 
available, as requested to the General Accounting Office 
representatives by the audit agency office where such reports 
and working papers are maintained and filed. Supplementary 
data and information with respect to findings and recom- 
mendations contained in audit reports, management’s posi- 
tion with respect thereto, corrective action to be taken, etc., 
shall be furnished as requested. Departmental procedures 
may provide for supplying such supplementary data, when 
available, concurrent with the release of the audit reports, 
or as soon thereafter as practicable. 

3. Budgets for any future fiscal year will not be released. 
Reports of non-Department of Defense agencies (including 
Federal Bureau of Investigation reports) shall not be released 
unless the written consent of such agency has been obtained. 
Summaries of facts set forth in criminal or personnel investi- 
gation reports (as distinguished from internal audit, inspec- 
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tion, examination and survey reports) of the inspector 
general and criminal investigation organizations shall, upon 
request, be prepared and furnished. If reasonable doubt 
arises as to access to the reports themselves, the matter may 
be immediately referred to the appropriate departmental 
Secretary or Assistant Secretary. 


iV. IMPLEMENTATION 


A copy of the instructions issued by the respective military 
departments to implement this directive should be furnished 
to the Assistant Secretary of Defense (Comptroller) within 
30 days from date hereof. 


V. EFFECTIVE DATE 


This directive is effective immediately. 


Paragraph III D and appendix (3), enclosure 1 of Department of 
Defense Directive 5200.1 dated July 8, 1957, are amended to read as 
follows: 


D. To Representatives of the General Accounting Office 

Representatives of the General Accounting Office shall be 
granted access to classified defense information originated by 
and in possession of organizations of the Department of De- 
fense when such information is relevant to the performance of 
the statutory responsibilities of that Office as outlined in 
Department of Defense Directive ———. 


1. Certification of the degree of security clearance granted and 
the basis for such clearance by one of the officials listed in 
appendix (3) 

Officials of the General Accounting Office as designated 
in appendix (3), are authorized to certify security clearances 
of General Accounting Office representatives. Certifications 
will be made by these officials pursuant to arrangements with 
the Department of Defense and the military department con- 
cerned. ‘The General Accounting Office has adopted Depart- 


ment of Defense standards for granting personnel security 
clearances. 


2. Identification of General Accounting Office personnel by 
credential cards or personal recognition 
The official credential cards issued by the General Account- 
ing Office to its personnel are acceptable for identification 
purposes. 
8. Additional safeguards 


(a) The Comptroller General has agreed to hold each 
individual of the General Accounting Office to whom classi- 
fied information is disclosed personally responsible for its 
proper safeguarding. 

(6) The Comptroller General has agreed to establish a sys- 
tem for insuring the proper safeguarding of classified matter 
received, at least equal to that prescribed in Executive Order 
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10501, and has agreed to obtain prior approval from the 
cognizant military department or other Department of 
Defense agency having cognizance in the matter under con- 
sideration before disse mination outside the General Account- 
ing Office. 

APPENDIX (3) 


List or GENERAL ACCOUNTING OFrFice OFFICIALS AUTHOR- 
IZED TO CreRTIFY SECURITY CLEARANCE 


Accounting and auditing organizations 


Directors Regional managers— 
Deputy Directors Continued 
Associate Directors St. Paul, Minn. 


Assistant Directors Kansas City, Mo. 

Regional managers Dallas, Tex. 
Boston, Mass. i nver, Colo. 
New York, N. Y. Seattle, Wash. 


Philadelphia, Pa. 
Richmond, Va. 
Atlanta, Ga. 
Detroit, Mich. 


Portland, Oreg. 
San Francisco, 


Calif. 


Los Angeles, 


Cleveland, Ohio Calif. 
Cincinnati, Ohio Director, European 
Chicago, Ill. Branch 

St. Louis, Mo. Director, Far East 
New Orleans, La. Branch 


Other General Accounting Office organizations 


Director, Claims Division 
Director, Division of Personnel (or the Acting Director in the 
absence of the Director) 
Director, Transportation Division 
(Notr.—Audit Activities of the General Accounting Office, 
pages 1 and 2 of appendix (3) to enclosure 1 of DOD directive 
5200.1, dated July 8, 1957, are deleted.) 
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Access or GENERAL AccouNTING OrFice TO INFORMATION AND 
REcoRDS 


Committee conclusions and recommendations 


The subcommittee concludes that since General Assembly 
Office employees are cleared for top-secret security, there 
should be no restriction placed on their access to any classi- 
fied information. General Accounting Office’s “need to 
know” should be a matter for its own determination—not 
by the agency under review. Moreover, the subcommittee 
sees no justification for refusal by any agency to make 
available to General Accounting Office any internal report 
or working papers when requested to do so. 

The subcommittee recommends that the department or 
agency concerned rescind or modify any executive or de- 
partmental regulation, order, or directive which denies or 
impedes access to any information the Comptroller General 
or his representatives may determine they need to meet their 
responsibilities. 


State Department comments and action ' 


With respect to the committee’s comments (pp. 5 and 6) 
regarding access by representatives of the General Account- 
ing Office to highly classified information abroad, it is noted 
that no problem exists with regard to information classified 
up to and including “secret.’”’ The report is concerned only 
with information with the classification of ‘‘top secret.” 
Under existing regulations clearance of such information 
must be made at the departmental level in Washington. 
The committee’s report recommends that departmental 
regulations be changed so as to allow access of General 
Accounting Office representatives abroad to top-secret 
documents on a “need to know” basis without further ap- 
proval at the departmental level in Washington. The 
committee further recommends that final determination 
of what constitutes ‘need to know” should be solely a 
matter for determination by the General Accounting Office, 
“not by the agency under review.” 

It is my understanding that conversations have been held 
concerning the possible delegation to principal officers at 
posts abroad of the authority to release to properly qualified 
General Accounting Office personnel documents of all security 
classifications without reference to the Department. This 
would require a modification of the regulation presently in 
effect dealing with this matter (I FSM II 952.4). I shall 


1 Extracted from letter, dated April 7, 1958, from Second Acting Assistant Secretary of State for Congres- 
sional Relations to Chairman William L. Dawson. 
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keep the committee informed regarding any final action which 
may be taken. 

There is a possibility that the Department may delegate to 

rincipal officers in the field authority now exercised in the 
ekaraaens, However, I do not believe that there can be a 
delegation of this authority from one of the departments of 
the executive branch to an agency of the legislative branch, 
such as the General Accounting Office, which the committee 
refers to in its report as acting “on behalf of Congress’ 
(p. 6). This would be necessary for adoption of the recom- 
mendation by the committee with regard to the sole deter- 
mination by General Accounting Office of “need to know” 
as this would involve basic questions having to do with 
separation of powers between the legislative and the executive 
branches of the Government. 

The committee also states that it “sees no justification for 
refusal by any agency to make available to General Account- 
ing Office any internal report or working papers when 
requested to do so.” 

This Department is unable to concur in this statement on 
grounds which are fully set forth in the testimony of the 
Attorney General before a Subcommittee on Constitutional 
Rights of the Senate Judiciary Committee on March 6, 1958, 
which was later supplemented by the Attorney General’s 
letter to Senator Hennings dated March 13, 1958, a copy of 
which is attached. 





DEPARTMENTAL COMMENTS AND ACTION ON 
COMMITTEE RECOMMENDATIONS 


Munirary AssIstaNceE ProGRAM 


Committee recommendation 


The subcommittee recommends that the Department of 
Defense take immediate action to review and reappraise 
the military assistance program in the light of the Comp- 
troller General’s conclusions and recommendations. It is 
also requested that the Department of Defense report to 
the Committee on Government Operations of the House of 
Representatives by April 1, 1958, the progress being made 
in accomplishing the remedial action indicated. 


GENERAL ACCOUNTING OFFICE FINDINGS AND RECOMMENDATIONS ON 
FORCE OBJECTIVES APPROVED AS A BASIS FOR UNITED STATES SUP- 
PORT IN CERTAIN ALLIED COUNTRIES® 


Findings 
The approved force objectives: 

(a) Are not always realistic in terms of the capabilities 
of the country concerned. 

(6) Are not always mutually acceptable to the coun- 
tries concerned. 

(c) Are not always motivated by military consider- 
ations. 

(d) Are fiscally infeasible in that they cannot be 
achieved with the funds appropriated on an annual 
basis. Therefore, they require refinement through the 
application of a sound priority order to be useful guides 
for programing. 

Recommendations 


1. That full consideration is given to the capabilities of the 
prospective recipients to support and maintain the forces to 
be equipped, the prospective economic aid that will be re- 
quired from the United States if these forces are supported, 
and the effect that the military burden within the countries 
supported will have on their long-range economic development. 

2. That force objectives are established only after an un- 
derstanding has been reached as to the contribution that 
will be made and the standards of utilization that will be 
achieved by the recipients. 

3. That force objectives recommended by the Joint Chiefs 
of Staff are limited, insofar as possible, to country forces con- 

3 Quoted material relating to General Accounting Office recommendations on military assistance pro- 
gram is from Department of Defense Report to the House Foreign Affairs Committee. This was author- 
ized to be used by the Department in lieu of the classified reports sent to the committee with Assistant 
Secretary MeNeil’s letter of March 11, 1958 (appendix 3). 
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tributing to United States military objectives and that the 
opinion of the Joint Chiefs of Staff be solicited only as to what 
sort of program would have maximum merit from a military 
point of view, if it is desirable to achieve military objectives 
to the maximum extent without infringing upon the primary 
a purposes. 

That force objectives not be established as the bases 
we supplying military assistance to countries in which the 
United States is concerned with equipping the country 
forces in order to secure base rights, rather than with their 
military effectiveness. Whenever possible, pledges of 
United States assistance would be expressed in terms of 
dollars or quantities of equipment rather than in terms of 
a which may require continuing support. 

That priorities of desired accomplishments be devel- 
cand within the overall country estimates so that the funds 
appropriated in any given year could be used in the most 
advantageous manner. 


Department of Defense comments 


Force objectives are the military force levels of allied 
nations that the United States believes desirable to be de- 
veloped and maintained to contribute to United States 
security and the common defense of the free world. These 
force objectives do not commit the United States to a spe- 
cific or even a general amount of military assistance. The 
degree of support and accomplishment of these force objec- 
tives provided through the military assistance program will 
vary, depending on many factors. 

he key to all our military planning is found in our 
national policy, as set forth by the President and the 
National Security Council, which represents the guide to 
the Joint Chiefs of Staff in arriving at combat force objec- 
tives. The Joint Chiefs of Staff takes into account a wide 
range of military. factors (including the accomplishments 
desired of the military assistance program by the unified 
commanders as related to the contingency plan of the 
unified commands for the joint use of foreign and United 
States forces in the execution of operational responsibilities) , 
national objectives, the world situation, weapons and im- 
proved weapons systems, collective security requirements, 
United States commitments and risks, and a whole host of 
other factors. In the case of many countries, indigenous 
capabilities are insufficient to meet the force objectives, 
which the United States wishes to see fulfilled. For this 
reason, the stated force objectives must reflect judgments 
as to the level of forces it is feasible for the country to sup- 
port in the light of the country capabilities and certain 
assumptions as to United States aid. The Joint Chiefs of 
Staff recommendations reflect primarily military considera- 
tions, although obviously they must also tentatively con- 
sider country support capabilities as related to total require- 
ments. 

The recommended force objectives are then reviewed by 
the Secretary of Defense and receive interagency evaluation 
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on a continuous basis through the National Security Council 
and Operations Coordinating Board mechanisms. These 
arrangements insure that the best skills of military and 
civilian personnel in Defense, State, International Co- 
operation Administration and other agencies are brought to 
bear on the political, economic, military, psychological and 
other factors that must be evaluated in determining United 
States policy. 

The General Accounting Office report properly recognizes 
that the force objectives are not related to any particular 
year but represent midrange objectives, and that priority lists 
of accomplishments are applied to them so that the most im- 
portant programs can be accomplished within available funds 
in any given fiscal year. This permits all necessary actions 
to be taken in pursuance of high priority United States 
policy goals and purposes on an annual basis, while con- 
tinuous Department of Defense and interagency actions are 
taken to refine and adjust where necessary the midrange 
force objectives through consideration of the an complex 
factors involved. These factors include foreign pol icy, polit- 
ical, economic, psychological and other poh rations, as 
well as those identified by the General Accounting Office. 

The executive branch has consistently set forth this 
philosophy to the Congress. 

The specific observations of the General Accounting Office 
are reflected in their recommendations. We have responded 
to each specific General Accounting Office recommendation 
under the section, ‘‘Department of Defense Action or Posi- 
tion.”’ 


Department of Defense action or position 


Department of Defense and other Government agencies 
are continuously reviewing force objectives. Early in 1956, 
the Prochnow committee conducted evaluations at the 
President’s request of the total requirements and their costs 
for several country programs. The reviews included an 
examination of the validity of force objectives, in addition to 
political, economic, psychological and other considerations. 
Through the National Security Council mechanisms, United 
States force objectives are under constant review by the 
Joint Chiefs of Staff, Department of Defense, International 
Cooperation Administrati ion, State, National Security Coun- 
cil, and other elements of the executive branch. Current 
policies and practices of the executive branch provide for the 
continuation of such interagency reviews and evaluations. 

The Joint Chiefs of Staff force objectives are, at the point 
of time when they are approved, the most realistic estimates 
that can be made by the executive branch. The determina- 
tion of these force objectives is more complex than is apparent 
in the recommendations of the General Accounting Office 
report and is dependent on the effective integration in 
successive time intervals of many factors (military, political, 
financial, foreign, domestic, psychological—not to exclude 
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available qualified personnel). Specific response to each 
General Accounting Office recommendation follows: 

1. With respect to General Accounting Office recommenda- 
tion No. 1, in addition to National Security Council and 
Budget review on an interagency basis, the defense program- 
ing process last year included an evaluation by the country 
team of capabilities as related to force objectives and require- 
ments. This procedure has been further refined in the guid- 
ance issued this spring. The effort at this evaluation in- 
cludes more than a Department of Defense appraisal as 
indicated by the joint State-Department of Defense-Inter- 
national Cooperation Administration instruction to each 
country team to develop data on the countries’ capabilities 
(financial, manpower, production, political, etc.), in relation- 
ship to the military aid proposals for fiscal year 1959 to be 
submitted by each Military Assistance Advisory Group. It 
is recognized that even further refinements in this process are 
required and country teams must be better trained in the 
evaluation techniques. Defense is initiating a training 
program for Military Assistance Advisory Group personnel 
in order to improve the skills of personnel assigned to the 
field. 

It is believed that these techniques enable military aid 
programing as well as National Security Council and inter- 
agency policy considerations to be focused on the relationship 
of capabilities to military requirements and thereby con- 
tribute to the solution of many of the problems pointed out by 
the General Accounting Office. Such techniques will provide 
the basis for better understanding to be reached between the 
United States and its allies, since current programing 
guidance authorizes United States country teams to develop 
these data in consultation with country representatives. 
Consequently, both the United States and its allies will be 
provided with a realistic estimate of resource requirements of 
the program as related to capabilities, leading to improved 
negotiations of the actions necessary to achieve agreed 
objectives. 

2. The Department of Defense concurs with the general 
desirability of reaching firm understandings ‘as to the con- 
tributions that will be made and the standards of utilization 
that will be achieved by the recipients.”’ It should be clear, 
however, that sovereign nations do not agree with us in all 
respects as to the specifics of the level of contribution they 
will undertake or of standards of utilization to be achieved. 
Agreements on contributions and standards of utilization 
are difficult to consummate with sovereign powers in other 
than general terms. The pressing of United States views, 
including utilization of the aid program as a lever, must be 
considered on a case-by-case basis, always keeping in mind 
the policy objectives we wish to achieve. The Department 
of Defense has in some instances held up deliveries in order 
to obtain greater contributions and improved utilization of 
equipment. Furthermore, Military Assistance Advisory 
Groups Chiefs have been instructed to recommend additional 
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cases where agreements on utilization of equipment or other 
conditions for further aid are necessary or desirable, and 
these will be the subject of negotiations with recipient 
countries. 

3 and 4. It is recognized that the Joint Chiefs of Staff 
can make its optimum contribution when the force object- 
ives are determined in response to a primarily military re- 
quirement. However, in some cases, it is considered desir- 
able to have force objectives as a basis for programing 
equipment for those countries where aid is rendered for pri- 
marily political or other considerations as such forces may 
also contribute to United States military objectives. In 
some cases, as for example where attainment of base rights 
is the main rationale for United States military assistance 
program, pledges of United States assistance, may, as the 
General Accounting Office suggests, take the form of dollar 
levels or quantities of equipment which may then only quite 
incidentally related to support of certain force levels. How- 
ever, this approach also has its disadvantages as it creates 
expectations in the countries for a given level of aid from 1 
year to the next. Each case must be treated on its own 
merits, with clear understanding and statement of the basic 
military, foreign policy, economic and political motivations. 

5. The need for priority lists of accomplishments, which 
is supported by General Accounting Office, is recognized 
within the Department of Defense and has been adopted as 
part of the program procedures under which the military 
assistance programs are now being developed. These prior- 
ity lists, however, are not a part of the Joint Chiefs of St ff 
force objectives, but a corollary to them to be applied in the 
programing process. They are required by the Depart- 
ment of Defense Programing Guidance for all country sub- 
missions. These are reviewed in terms of fund availability 
to insure that the most important programs are supported 
within the limitations of annual appropriations. 


In addition, the Department of Defense submitted a statement 
delivered to the House Foreign Affairs Committee on February 20, 
1958, by Assistant Secretary Sprague, in which he emphasized the 
prescribed purpose of the Mutual Security Act ‘to promote foreign 
policy, security and general welfare of the United States” and the 
consequent necessity that the programing of military assistance take 
into account the objective of promoting foreign policy as well as the 
security of the United States. He also explained the distinction the 
Department has recently made between “strategic force objectives” 
and the “‘military assistance program supported forces,’’ as follows: 

“Strategic force objectives’ are those major combat units of the 
armed forces of foreign allied nations which are considered desirable 
in support of United States strategic concepts. These forces are 
related to aid programs in the sense that they are essential to United 
States security planning and, therefore, represent objectives of United 
States policy to be attained either by the unilateral efforts of the 
country in question, or by United States aid, or by a combination of 
the two. 
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“Military assistance program supported” forces are defined as those 
forces to which, under present program decisions, the military assist- 
ance program will provide some degree of direct support. With a few 
exceptions, they identify those force units within the “strategic force 
objectives’ which the military assistance program will support pri- 
marily through grant aid, but in some instances through military 
sales. Forces listed under “‘strategic force objectives’? but not under 
‘military assistance program supported” forces will also be eligible 
for sales assistance. 

Mr. Sprague stated that the Department has always differentiated 
between the overall force objectives recommended by the Joint Chiefs 
of Staff and the portion thereof that was supported in any one fiscal 
year through the programing process. The above clear cut distinction 
is made in order to eliminate confusion. Apparently the Comptroller 
General recognizes this distinction as an improvement in the adminis- 
tration of the program. 

Mr. Sprague stated further that ‘This year’s presentation shows 
separately for each country a strategic force objective and the 
military assistance program supported forces. When a force unit is 
in the second list and not in the first, it is there for political reasons 
rather than because of high military priority.” 

The current position of the Department of Defense with respect to 
General Accounting Office’s findings and recommendations on force 
objective was stated by Gen. Nathan F. Twining, United States Air 
Force, to the House Foreign Affairs Committee on February 20, 1958, 
as follows: 

“Tt follows that I believe our military force objectives are as realistic 
as possible under the factors and circumstances which must be taken 
into account. The recommendation, therefore, to cure the finding is 
but a restatement of our already established procedure.” 


GENERAL ACCOUNTING OFFICE FINDINGS AND RECOMMENDATIONS ON 
ACCOUNTING AND REPORTING DEFICIENCIES 
Findings 
Present accounting and reporting for shipments by Army 
and Air Force do not provide adequate management con- 
trols. The following deficiencies were noted: 
(a) Inaccurate recordkeeping. 
(6) Inadequate document control. 
(c) Untimely reporting. 
(d) Duplicate billings. 
Recommendations 
Place accounting and reporting at overseas supply agencies 
and logistic terminals where billings and reports would be 
based on evidence of delivery. 
Department of Defense comments 


A Working Group on Military Assistance Reports was 
established on January 10, 1957, by the Assistant Secretary 
of Defense (International Security Affairs), with General 
Accounting Office representation. Its report, ‘Military 
Assistance Program Reports for Management,” published 
in July 1957, contained similar findings to those of the 
General Accounting Office. 
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The General Accounting Office recommendation suggests 
one course of action which was considered by the working 
group and which may correct some of the deficiencies noted. 
An alternative course of action would be to have billings and 
reporting data take place when materiel is issued by a supply 
depot. The latter solution would contribute to better man- 


agement of the military assistance program if its feasibility 
could be demonstrated. 


Department of Defense action or position 


The Department of Defense, with General Accounting 
Office cooperation, is presently exploring both courses of 
action. However, Department of Defense is already imple- 
menting other recommendations of the working group that 
will correct some of the deficiencies; e. g., we are designing 
a mechanized supply report to eliminate i inaccuracies, increase 
timeliness, reduce timelag in processing, etc. 


GENERAL ACCOUNTING OFFICE FINDINGS AND RECOMMENDATIONS 
NEED FOR AN INTERNAL AUDIT 
Findings 
Military assistance program has never been subject to a 

systematic and continuous internal audit and management 
review. No group within Department of Defense has been 
assigned responsibility for such an audit. 

Recommendations 


The Secretary of Defense should establish an internal 
audit program for military assistance, including all organiza- 
tions within Department of Defense that have responsibilities 
for administering military assistance program. 


Department of Defense comments 
As indicated in the General Accounting Office report, In- 
ternational Security Affairs has agreed to the need for an 
internal audit program. 
Department of Defense action or position 


On August 7, 1957, a Department of Defense directive, 
‘Department of Defense Audit Policies” was issued. The 
Assistant Secretary of Defense (Comptroller) will coordinate 
audit activities of the military departments, provide policy 
direction with respect thereto, and provide audit service for 
the Secretary of Defense. Assistant Secretary of Defense 
(Comptroller) is proposing to establish a comprehensive in- 
ternal audit program for military assistance. 


31 


ON 


GENERAL ACCOUNTING OFFICE FINDINGS AND RECOMMENDATIONS ON 


NEED FOR DEVELOPMENT OF LONG-RANGE PROGRAM PLANS 
Findings 


No estimates have been developed of the aggregate long- 
range costs of equipping, maintaining and modernizing 
Allied military forces or otherwise achieving United States 
objectives in the countries being supported. 
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Recommendations 


1. Estimate the cost of equipping, maintaining, and mod- 
ernizing the forces included in the objectives for each 
country supported to provide a basis for long-range planning 
and budgeting of country requirements. 

2. Weigh the costs against the importance to the United 
States of achieving our objectives within the country and 
establish a tentative ceiling for aid to a given country after 
giving due weight to the country’s capabilities for contribut- 
ing to the common defense and capabilities for self-support. 

3. Use this estimate or ceiling as a framework within which 
the United States could conduct tentative negotiations to 
secure maximum contributions by the prospective recipients 
and as benchmarks of achievement to be obtained by the 
country as conditions precedent to further accomplishment 
of the pro 

4. Tot al the costs of supporting force objectives in each 
country to arrive at the long-range cost to the United States 
of equipping, maintaining, and modernizing these forces, 
worldwide. 

5. If necessary, reevaluate at this stage some United States 
objectives and make reductions to bring these objectives into 
balance with what the United States can and will support, 
worldwide. 

6. Include in the annual appropriation requests the long- 
range cost or ceiling for each country, the portion already 
funded, the portion requiring funds in the budget year, and 
the time-phased costs for carrying out the remainder of the 
program which will reflect the revisions in the long-range 
costs which will have to be made from time to time. 


Department of Defense comments and action 


The Department of Defense concurs with the General 
Accounting Office in the necessity of developing long-range 
costs for the military assistance program to assist in annual 
evaluations of what has been accomplished and what remains 
to be done and the aggregate costs thereof. In the past few 
years, we have made substantial progress in this admittedly 
complex and difficult area. 

The United States European Agencies Team studies of 
specific countries were designed to develop such total require- 
ments and their cost and were conducted in 1955 and early 
1956. Similar studies were conducted of several countries in 
the Far East. The Prochnow committee made similar 
studies of several country programs at the National Security 
Council level. A special study has been initiated by the 
Joint Chiefs of Staff for the Weapons System Evaluation 
Group to analyze the military-economic relationship of force 
objectives in underdeveloped countries. The Office of the 
Assistant Secretary of Defense (International Security 
Affairs) is cooperating with Weapons System Evaluation 
Group on this project. 

The Programing Guidance already provides for summariz- 
ing the estimated cost to the United States for all recipient 
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countries for several years ahead. It also provides for the 
careful evaluation of country capabilities and the priority 
for accomplishing the varied programs. The programing 
process last year included an evaluation by the country 
team of capabilities against requirements. This procedure 
has been further refined in the Guidance issued last spring. 
Further refinement is required and country teams must be 
better trained in this technique. Such training is one of 
the aims of the Military Assistance Advisory Group orienta- 
tion course for Military Assistance Program field personnel 
currently being set up. 

It should be clear that these attempts at quantification in 
United States policy determinations can be arrived at only 
through a most careful analysis and balanced integration of 
the political, financial, economic, and military factors. The 
development of the methodology and the techniques to ob- 
tain the desired objectives is underway and continued em- 
phasis will be given to achieving the agreed-upon objective. 

The world situation being dynamic, it is not ible to 
arrive at an absolute figure representing the total fixed cost 
to the United States of supporting approved force objec- 
tives for a period of 10 to 15 years. Joint Chiefs of 
Staff force objectives represent ultimate goals for each coun- 
try without regard to time-phasing. A change in weapons 
or weapon systems or in technology may require corollary 
changes in United States strategic plans, including organiza- 
tion and deployment of United States resources, which 
would have a substantial impact on approved military 
assistance program objectives for our allies. An increased 
economic or political capability of a country or countries 
could, e. g., reduce the burden upon the United States and 
the proportion of the force objectives to be supported in- 
digenously and by the United States. Changing political, 
economic and military relationships within the countries in 
the allied bloc, or a different configuration of actions by 
the Soviet bloc, may result in increased emphasis on sup- 
porting forces of one country, or reducing support for forces 
in another. The dynamic nature of international relations 
and tensions persuasively indicates that Maginot Line con- 
cepts, or absolute fixed goals for our military assistance pro- 
gram would be the wrong approach. It is agreed that the 
processes and techniques applied in operating these programs 
can be much improved. e will continue to refine our 
methods and incorporate management improvements into 
our operations as rapidly as possible, but evaluation of the 
military assistance program can never be reduced to an abso- 
lute formula. 


GENERAL ACCOUNTING OFFICE FINDINGS AND RECOMMENDATIONS ON 
PROGRAMING OF MILITARY ASSISTANCE 
Findings 
Submission from the overseas agencies have not always 
been based on country consumption factors and have not 
been prepared in a consistent manner to facilitate review 
and consolidation during the programing process. 
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Responsibilities for controlling overseas agencies and for 
developing program requirements within the Department 
of Defense have not been clearly defined. Clarification of 
programing responsibilities, including a determination as to 
the nature and extent of military ‘advice to be provided 
International Security Affairs by Joint Chiefs of Staff is 
essential to control the development of program require- 
ments, shorten the program cycle, and to decrease lead time 
required by the current lengthy programing process. 


Recommendations 


The Secretary of Defense clarify programing responsi- 
bilities of International Security Affairs, Joint Chiefs of 
Staff, and the military departments. 


Department of Defense comments and action 


With respect to the past situation, Department of Defense 
concurs in the findings of General Accounting Office. Recent 
actions have, however, remedied the greater portion of these 
deficiencies. Department of Defense Directive 5132.2— 
“Department of Defense Policy, Organization, and Respon- 
sibilities Relating to the Military Assistance Program,”’ dated 
July 22, 1957, is “designed to clarify responsibilities. Section 
7000 of the ‘Department of Defense Military Assistance 
Program Programing Guidance on Washington Agency 
Responsibilities prescr ribes actions to be taken by Office of the 
Assistant Secretary of Defense (International Security 
Affairs), the Joint Chiefs of Staff, and the military depart- 
ments, and establishes the sequence in which these actions 
are to be taken. 

Closer supervision of military assistance program opera- 
tions by International Security Affairs is being made possible 
by the accumulation of better data in Washington and 
through more extensive staff visits to the field. This should 
provide further refinements and improvements in the pro- 
graming process. The dev elopment of the Military Assist- 
ance Advisory Group training program, elsewhere referred to, 
will make the programing process more effective. 

With regard - the shortening of the program process, the 
fiscal year 1957 program was approved and funded to the 
military departments months ahead of previous years, and 
further gains were made in fiscal year 1958, thereby reduci ing 
the excessive administrative lead time previously experi- 
enced in the military assistance program. We are striving 
to find additional ways and means to further streamline the 
programing process. 

However, it should be recognized that the military aid pro- 
graming process involves consideration of a number of com- 
plex factors, political, financial, and economic, as well as mili- 
tary, which concern several agencies. Thus, the extent to 
which the process can be shortened and simplified without 
serious detriment to achievement of a well-coordinated pro- 
gram is limited. 
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GENERAL ACCOUNTING OFFICE FINDINGS AND RECOMMENDATIONS ON 
RECOVERY OF EXCESSES 
Findings 


Comparatively little equipment which, in the opinion of 
the United States, is no longer required for the purposes for 
which it was furnished has been recaptured and redistributed 
to other recipient countries. 


Recommendations 


International Security Affairs increase its efforts to obtain 
accurate data with respect to country stock balances, es- 
pecially of spare parts, that are excess to current requirements 
and that, where excesses exist in one country and deficiencies 
in another, every effort be made to effect redistribution. 


Department of Defense comments and action 


The Department of Defense has provided policy direction 
under the Department of Defense Directive No. 2110.4, 
dated December 7, 1956, for redistribution of excess military 
assistance program property which has been reported as 
excess to the Military Assistance Advisory Groups by the 
foreign country. This directive calls for increased effort on 
the part of the Military Assistance Advisory Groups, 
clarifies and supersedes a 1953 directive on this subject, and 
revises and strengthens reporting procedures. 

The new programing guidance emphasizes that items will 
not be programed from supply to fulfill deficiencies in one 
military department of recipient countries when there are 
excesses in the same items in the other military departments. 

Where necessary, consideration will be given to amending 
existing agreements with military assistance program 
recipient countries so that additional information can be 
obtained on excesses, and to set forth the conditions for its 
return to United States control. 


GENERAL ACCOUNTING OFFICE FINDINGS AND RECOMMENDATIONS ON 
DEFICIENCIES IN SPARE-PARTS SUPPORT 


Findings 

Spare-parts requirements have not been computed ac- 
curately due to the use of inaccurate or unreliable data pri- 
marily because of a lack of information as to country stock 
balances and spare-parts consumption. Previously funded 
offshore procurement programs to establish spare-parts pro- 
duction bases in Europe have been ineffective. Spare-parts 
support by Air Force depots in Europe has been unsatisfac- 
tory. 

The present Defense policy directive on spare-parts sup- 
port, which was issued in January 1955, is not directed to 
these problems and does not provide guidance to United 
States agencies in fulfilling their responsibilities to provide 
effective spare-parts support as economically as possible. 


H. Rept. 1610, 85-26 
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Recommendations 


That International Security Affairs issue revised guide- 
lines to set forth current policy on spare-parts support for 
the guidance of the military departments and overseas 
agencies, and that these guidelines recognize the principle 
enunciated by the working group that further attention 
must be given to establishing some system of regional, 
rather than country, spare-parts management in Europe. 


Department of Defense comments and action 


GENERAL ACCOUNTING OFFICE 


Steps are now being taken to carry out the essential 
recommendation of the working group to establish regional 
spare-parts management in Europe. This recommendation 
is supported by the General Accounting Office report. 

The working group referred to in the General Accounting 
Office report has concluded that certain actions will be neces- 
sary on the part of the United States to assist in the estab- 
lishment of a regional supply system and the financing of 
pipeline requirements even when countries agree to finance 
parts consumption requirements. Several reservations have 
been expressed by Defense offices as to the advisability of a 
separate United States-managed regional system as recom- 
mended by the working group. In particular, it has been 
questioned whether a stock fund is necessary. In view of 
these reservations, consideration is now being given to the 
possibility of establishing certain functions of regional supply 
management within North Atlantic Treaty Organization and 
without an interim period of United States management. 
If this course of action is adopted, vigorous United States 
participation in appropriate North Atlantic Treaty Organ- 
ization bodies will be essential to avoid a breakdown of 
spares support in Europe as termination of United States 
support is achieved. 


APPROPRIATIONS ON ACCRUED EXPENDITURE BASIS 


Findings 


Current appropriations for military assistance are con- 
sidered and made by the Congress on an obligation basis. 
As long lead time is involved in each annual program, this 
results in large sums of money being appropriated years 
before they are needed to liquidate obligations. 


Suggestions 


State appropriations on an accrued expenditure basis 
with separate annual contract authorization. Appropriations 
would be made on the basis of goods to be delivered or services 
to be performed during the fiscal year rather than on the 
basis of obligations to be incurred. 


Department of Defense comments 


The General Accounting Office suggests (but does not 
specifically recommend) that the use of the accrued expendi- 
ture basis of appropriations with separate annual contract 


FINDINGS AND RECOMMENDATIONS ON 
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authorization might provide a possible solution to: (1) the 
problem of reducing large carryovers of Military Assistance 
program funds; and (2) the problem of accomplishing im- 
proved budgeting and programing. 

It is not clear to the Department of Defense how the 
accrued expenditure basis for stating Military assistance 
program appropriations will accomplish these two purposes. 
In the event that the Congress were to enact legislation 
authorizing these appropriations to be granted on an accrued 
expenditure basis, it would still be necessary to provide for 
separate authority to enter into contract, as well as reserve 
funds, to cover requests for procurement from the military 
departments, as provided for in section 108, of Public Law 
208, 83d Congress, as amended. Continuance of this reser- 
vation authority is essential for effective management of the 
Military assistance program inasmuch as procurement of 
materiel requires considerable lead time. 

The subject of accrued expenditures and its application to 
various appropriations is much broader than the Military 
assistance program area and has been discussed on numerous 
occasions at hearings with the Senate and House in connec- 
tion with proposed legislation on the subject. 

Other Military assistance program management improve- 
ments already installed and actions currently under way are 
more directly designed to accomplish these purposes and 
have already had substantial effect in reducing carryovers of 
Military assistance program funds and improving budgeting 
and programing operations. 


EXCLUSION OF LOCAL TAXES FROM OFFSHORE PROCUREMENT CONTRACTS 


Committee recommendation 


It is recommended that the matter of tax recoupment be 
given immediate attention by the Department of Defense in 
order to clarify policy and procedure at the operating level, 
and to provide uniform guidance to the procurement agencies. 


Department of Defense action 


Formal reply has not been received to the committee’s recommenda- 
tion. However, informal advice has been received to the effect that 
‘clarifying guidance is being prepared for dispatch to the operating 

agencies. 

The chairman was informed by letter dated December 31, 1957, 
from the Chief, Ordnance Procurement Center, Rome, Italy, that 
immediately following the subcommittee hearings in Rome, a meeting 
was called in Army Headquarters in Heidelberg, Germany, to consider 
the matter of tax recoupment in the light of matters developed by the 
subcommittee hearing. The results of the conference are recited in 
the following excerpt from the letter: 


A procedure was accepted after considerable discussion 
on each phase. 

The contracts in Italy requiring tax-recoupment action 
can be segregated into two categories: 

I. Fiscal year 1952 and fiseal year 1953 contracts: On 
these contracts the contractors were not required to furnish 
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a detailed list of the taxes excluded from the contract prices 
but were only required to furnish a statement to the effect 
that the prices were net of exempted taxes. In addition, 
certificates were obtained from the Italian Government 
which state that the contract price was reviewed and found 
to be exclusive of exempted taxes. During the life of a few 
of these contracts the amount of tax decreed exempt by 
Italian ministerial decree was increased and the contractor 
received a higher rate of reimbursement than originally 
established and excluded from the prices. The contracts 
falling into category I can be separated into three classes: 

A. Those contracts which contain both a certificate 
from the contractor and the Italian Government and 
where the tax rate did not change during the life of the 
contract (contract No. DA-91-557-EUC-14, 15, 16, 34, 
58, 91, and 101). 

B. Those contracts which contain both a certificate 
from the contractor and the Italian Government that 
the basic contract price was reviewed and found exclu- 
sive of taxes but where the tax rate did change during 
the life of the contract (contracts Nos. DA-91-557- 
EUC-28, 90, 97, 111, 112, 113, 131, 139, 144, and 177). 

C. Those contracts which were subject to price rede- 
termination and which according to the Army Audit 
Agency report on taxes were not exclusive of taxes be- 
cause the redetermination audit eliminated from the 
price exempted taxes on material costs as well as in- 
direct costs and subcontract costs, whereas the tax 
audit did not take into account anything except the 
amount of taxes on indirect costs and subcontract costs 
(contracts Nos. DA-91-557-EUC-31, 47, 48, 154, and 
329.) 

II. Fiscal year 1954 and fiscal year 1955 contracts where 
there is more than 1 contract with the same firm and Army 
Audit Agency reports no taxes due the United States Gov- 
ernment on 1 or more of these contracts and taxes due on 
another contract, whereas the contractor claims that the 
United States Government has been overcredited on 1 or 
more contracts on which Army Audit Agency reports noth- 
ing due and the contractor feels these overcredits given the 
United States Government should be used to offset the 
moneys due on the other contract (contracts Nos. DA-91- 
557-EUC-310, 327, 383, and 456). 


RECOMMENDED COURSE OF ACTION 


Category IA: The contracting officer should prepare each 
case in this category for review by the Office of Procurement 
Center (Army) legal adviser and the Office of Procurement 
Center (Army) Board of Review, recommending that in 
view of the certificates from the Italian Government no 
further action is necessary and the report of audit should be 
considered closed. 

Category IB: The contracting officer should prepare each 
case in this category and request the Office of Procurement 
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Center (Army) legal adviser to determine the extent of the 
increase made by revision of the Italian law. The case 
should then be presented for review by the Office of Procure- 
ment Center (Army) Board of Review with the recommenda- 
tion that the certificates executed by the Italian Government 
be accepted as conclusive evidence, and Army Audit Agency 
be requested to perform a limited audit to establish the 
amount of moneys due as a result of the revision of the 
Italian law. 

Category IC: The contracting officer should prepare each 
case in this category for review by Office of Procurement 
Center (Army) legal adviser and Office of Procurement 
Center (Army) Board of Review with the recommendation 
that the prices established by redetermination be considered 
final and negotiations not be reopened. 

Category II: The contracting officer should request the 
contractor to refund the full amount of moneys established by 
audit as due on the contract. If the contractor should pre- 
sent a claim for overcredits on any contract on which Army 
Audit Agency reports that nothing is due the United States 
Government, said claim will be reviewed by the Office of 
Procurement Center (Army) legal adviser and, if necessary, 
the contracting officer should prepare a finding of fact and 
forward it to the contractor, notifying the firm of the rights 
of appeal under the “Disputes” article. 


ADDITIONAL AUDIT REQUIREMENTS 


In addition to the contracts which fall into the categories 
as listed above and for which audit reports have been 
received there are other currently active contracts in Italy 
for which audits may be required prior to completion of the 
contract. These contracts will be reviewed on a case basis 
and wherever the incidence of tax has increased during the 
life of the contract a specific request for audit will be made 
(contract No. DA-91-516—EUC-—516, 517, 520, 548, and 
549). 

During the past 3 months, it has been possible for this 
office to clear up all of the work required from my staff on 
the category A contracts and additional data has been 
reviewed on five of the category B contracts. At this rate, 
it is anticipated that all of these matters will be closed not 
later than the end of March 1958. 

Again, I wish to express my sincere appreciation for the 
invaluable assistance furnished by you and your committee. 


ForEIGN GOVERNMENT PROFITS 


Committee recommendation 


The subcommittee recommends that the matter of foreign 
government profits be reviewed and reevaluated by the 
Department of Defense and the Department of State. If, 
as indicated to the subcommittee, the matter involves diplo- 
matic and political considerations which render imprudent 
further pursuit of the negotiations, this fact should be finally 
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determined immediately and negotiations terminated. That 
course would appear particularly advisable if little probability 
of recoveries exists. 

In the event further consideration of the matter indicates 
that the present policies should be continued, the sub- 
committee recommends that immediate action be taken to 
clarify the joint authority so the parties at the operating level 
will know where the responsibility lies. 

The Defense Department special representative appar- 
ently believes that his sole responsibility is that of coordinator 
and adviser. The Embassy at Rome apparently believes 
that the Defense Department special representative is the 
moving force and that all definitive action in the profits area 
must be deferred until he can be present. The procurement 
authorities at Heidelberg apparently believe some negotiat- 
ing authority with respect to ‘‘no profits”’ still remains with 
the contracting officers and that some recoveries at that level 
are possible. The subcommittee is disturbed by this ap- 
parent state of confusion and strongly recommends clarifying 
action if present policies are to be continued. 


Department action 


A joint Defense-State-General Accounting Office staff group was set 
up for the purpose of making an extensive staff survey of all the issues 
and facts surrounding the Government profits problem and recom- 
mending the most effective course of action for the future. The joint 
group began its survey in Europe on January 15, 1958, and its full 
report dated February 9, 1958, is included herein as appendix 2. 

The Department of Defense pointed out that the joint report is 
unclassified in keeping with the stated objective of this committee to 
make a full public disclosure of all relevant facts pertaining to the 
profits question. 

The joint Defense-State-General Accounting Office survey group 
concluded that there are at present no overriding political considera- 
tions indicating that the pursuit of the ‘‘no profits” negotiations would 
be unwise. However, it was concluded that additional guidance to 
agencies in the field is necessary. Accordingly, the group recom- 
mended the early issuance of instructions to the field to clarify re- 
sponsibilities and provide guidance which will enable current negotia- 
tions to be brought to an early and equitable conclusion. The joint 
group prepared a draft directive to implement its recommendations 
and the draft is now being reviewed within the Departments of State 
and Defense. 


Department of Defense comments on joint staff report 


A review of the joint Defense-State-General Accounting 
Office staff report indicates that the implementation of the 
“no profits’? agreements involves two separate and distinct 
kinds of contracts. These are: 


1. Government-to-Government contracts.—Of the $2.645 





million in military assistance program and offshore 
procurement contracts placed in Western Europe since 
1952, about $1.600 million represents contracts placed 
directly with foreign governments. All of these 
contracts were taken by these governments on a non- 
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profit basis as a matter of course, even before the signing 
of the ‘‘no profits’’ understandings. 

In addition, these governments have agreed to review 
these contracts with the United States as they are 
completed to determine whether, on a collective basis, 
profits may have been inadvertently realized which 
should be refunded to the United States. On the 
contracts completed and jointly reviewed to date, the 
foreign governments have sustained a net loss. 

The results of these reviews, as well as the competitive 
prices normally obtained in the original placement of 
contracts, suggests the probability that governments 
have sustained net losses on the totality of the contracts 
placed with them. However, many large contracts have 
only recently been completed and have not yet been 
reviewed, and it appears both reasonable and prudent 
that the ‘“‘no profits” review of these contracts should 
continue to be made, at least until a much larger sample 
of the results of completed contracts has been obtained. 

2. Government-to-private contracts—In keeping with the 
principles of free enterprise, profits are allowed in offshore 
procurement contracts between the United States Govern- 
ment and private corporations. In this category, however, 
are some contracts which have been placed with nominally 
private firms which, because of indications of Government 
ownership or control, should perhaps be subject to the “no 
profits’ understandings. 

The survey group found, as did the House Government 
Operations Committee, that the major area of difficulty in 
the interpretation of the “no profits” understandings arises 
from divergent concepts as to whether such corporations are, 
in fact and in law, a part of the Government and, therefore, 
whether profits allowed in contracts with such corporations 
are profits to the Government. This situation is common to 
many European countries, although the number of such 
corporations and their relative importance to the offshore 
procurement program varies from country to country. 

In most European countries there are corporations to which 
their governments have provided financial backing either 
directly or indirectly and over which they exercise varying 
measures of control through representation on boards of 
directors. These corporations have a number of charac- 
teristics in common, foremost among which is a juridical 
personality distinct from the state. Consistent with this 
separate juridical personality, they are constituted as com- 
mercial corporations and are subject to corporation law 
rather than public law.” They do not have sovereign im- 
munity, they pay the taxes applicable to private corporations, 
and their employees are not under the civil service. 

Since these corporations normally include a factor for profit 
in price quotations to all of their customers, including their 
own governments, they have been unwilling to treat United 
States contracting officers in a fashion inconsistent with their 
legal status in their own countries. Consequently, with one 
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exception in which a special consideration was involved, con- 
tracting officers have been unsuccessful in their attempts to 
eliminate a factor for profit in contracts with such corpora- 
tions, and have accordingly placed contracts in accordance 
with normal procurement practice. 

After a review of numerous examples of such unsuccessful 
attempts by contracting officers, the study group concluded 
that the decision to take this problem out of the hands of the 
procurement services for handling at the diplomatic level 
under the terms of the “‘no profits’’ agreements was a proper 
one. 

The survey group has recommended that embassies be in- 
structed to seek early understandings with all governments 
on this subject, and that in those instances in which initial 
negotiations as to the governmental status of such corpora- 
tions fail to resolve the different points of view, all pertinent 
facts should be referred to the Departments of State and 
Defense for a high-level review of the legal position of the 
United States and subsequent determination of the most 
appropriate courses of action to achieve a resolution of the 
problem. 

The survey group emphasized that in the negotiations to 
date there is every indication that country governments are 
dealing in all sincerity in an effort to resolve outstanding 
problems, and that, where their interpretations differ from 
those of the United States, their opinions are honestly held 
and consistent with their own practices in their dealings, as 
governments, with such corporations, 


CHARGES FOR RENTAL OF GOVERNMENT-OWNED MACHINE TOOLS 


Committee comment and recommendation 


In one case the United States gave $112 millions in 
machine tools to the United Kingdom. These tools were 
rented to various companies from whom the United States 
was purchasing. The rental paid by the companies was 
included in the cost to the United States. 

This “‘paying for our gift’’ was called to the attention of the 
Department of Defense by the Comptroller General of the 
United States in 1953. 

Finally, in 1957 an agreement: was negotiated between the 
United States and the United Kingdom eliminating such 
charges in the future. 

Nothing has been done regarding the prior improper con- 
tract charges. It was inferred in testimony given that it 
probably was impossible and uneconomical now to go back 
and seek to recover such charges. 

The Department of Defense and the State Department 
should make it clear whether they will recommend the recov- 
ery or abandonment of such charges wherever they have 
been made. 
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Departmental action and comment 


The joint Defense-State-General Accounting Office staff survey of 
the “no profits” problems also encompassed the matter of machine- 
tool rentals and research-and-development expenses as elements of cost 
in United States offshore-procurement contracts. The group recom- 
mended that the United States commander in chief, Europe, pursue 
with the United Kingdom Government the assessment of past charges 
for machine-tool rentals included in offshore-procurement-contract 
prices. It concluded that any attempt to examine into similar charges 
in other countries was not administratively feasible. 

With respect to research-and-development costs, the group cited 
the agreement reached with the United Kingdom whereby that 
Government waived these charges‘in all future offshore procurement 
contracts for supplies to other members of North Atlantic Treat 
Organization and the Baghdad Pact, except where additional researc 
and development expenses have been specifically incurred in the 
execution of such contracts. The group recommended that negotia- 
tions be undertaken to achieve a similar agreement with other North 
Atlantic Treaty Organization countries, and that when such agree- 
ments have been reached, that United States commander in chief, 
Europe, should insure that appropriate instructions are issued to 
procurement agencies to eliminate governmental research and develop- 
ment charges from offshore-procurement contract prices. 

The Department of Defense commented on the United Kingdom 
machine-tool problem as follows: 


Apart from, but generally associated with, the “no 
profits’? subject, a question has arisen as to the propriety of 
allowing, as an element of cost in contracts with private 
corporations, charges for payment to foreign governments 
for the rental of government-owned machine tools originally 
provided by the United States under an earlier aid program. 
This is a significant problem only in the United Kingdom. 
Although such charges are consistent with United Kingdom 
Government accounting practice with respect to all Govern- 
ment-owned machine tools, regardless of source. The 
United Kingdom Government has agreed to exclude such 
charges from all future contracts and to examine the feasi- 
bility of determining the amount of such charges in past 
contracts. The study group found that United States 
commander in chief, European command, is actively par- 
ticipating with the United Kingdom Government in this 
examination and concluded that the action taken by com- 
mander in chief, European command, to date is sound and 
should be continued. 
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Comments by State Department! 


The studies conducted by the joint Defense-State-General 
Accounting Office group: 


' “are expected to provide a basis for appropriate action 
1) within the next few weeks by the executive branch with 
i respect to the recommendations concerning offshore 
procurement on pages 11 and 12 of the House report, 
; and with respect to many of the points made in the 
, earlier report of the Comptroller General to the Congress 
Hy concerning the offshore procurement program.” 


f ResipuaLt Vautue or Unitep States CoNnstRuctTION 
UNITED KINGDOM 


7 
4 
Committee comment and recommendation 


In England the subcommittee found that many of the 
bases and installations constructed with United States funds 
; either have already been returned or are in the process of 
5 being returned to the British. These bases represent a 
; United States investment of several hundred million dollars. 
é Nothing has been done to date to reach an agreement for 
} paying the United States for the usable facilities, buildings, 
f and equipment left on the land. The 3d Air Force requested 
j instructions and guidance from Washington on the problem 
: almost 1 year ago. No action has been taken and no policy 
established whereby the operating service can adequately 
protect the Government’s interest in this matter. 

The subcommittee recommends that immediate action be 
taken by the State Department and the Department of 
Defense so that an agreement may be negotiated with the 
United Kingdom on this matter. The subcommittee further 
‘ recommends that immediate policy guidance be given to the 

3d Air Force before any more of these bases are returned. 
Otherwise the negotiating position of the United States on 
this issue will be destroyed. 


State Department comment! 


Appropriate steps have been taken to inform the British 
Government, through the American Embassy in London, 
that the United States will wish to raise at a later date the 
question of the residual value of United States military 
installations in the United Kingdom which are being re- 
turned to the British Government. This reservation applies 
to the bases already returned to the British Government as 
well as those which may be returned in the future. 


1 Extracted from letter dated April 7, 1958, from Second Acting Assistant Secretary of State for Congres 
sional Relations to Chairman William L. Dawson. 
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Department of Defense comments 


Formal reply has not yet been received from the Department of 
Defense with respect to the committee recommendation. However, 
it was stated to the committee informally that, in coordination with 
the Department of State, instructions have been issued to the United 
States Embassy in London to advise the British Government that the 
United States will wish to enter into negotiations with them on this: 
matter. These negotiations will cover specifically the bases already 
returned and generally those that will be returned in the future. 
Military representatives will assist the Embassy in these negotiations. 
Interim guidance to the Third Air Force is being developed for issuance 
as soon as possible. 


ResipuaL VALuE Unitrep States CoNsTRUCTION 
IN OTHER COUNTRIES 


Committee recommendation 


Problems similar to those noted in the United Kingdom 
doubtless will arise soon in other countries where United 
States construction projects have been carried on. The 
subcommittee understands that the matter of residual values 
has not been resolved in any of these countries, and strongly 
recommends aggressive action in that direction in order that 
definitive policy may be established before it becomes neces- 
sary to return any of the construction back to the government 
involved. 


Department comment or action 


Informal information has been received by the committeé to the 
effect that the Department of Defense is taking action to develop 
criteria for use by United States negotiators in seeking resolution of 
the overall residual value problem, and it is anticipated that instruc- 
tions will be ready for dispatch in the near future. 
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APPENDIX 1 
Marcu 13, 1958. 
Hon. Tuomas C. HEennINGs, Jr., 
Chairman, Subcommittee on Constitutional Rights, 
United States Senate, Washington, D. C. 

Dear Senator: You will recall that in my testimony on March 6 
before the Subcommittee on Constitutional Rights of the Senate 
Judiciary Committee I emphasized that Executive privilege, in 
regard to documents and the decisionmaking process, like similar 
judicial and legislative privileges, stems from the constitutional 
principle of separation of powers. In response to questions by you I 
stated that section 161 of the Revised Statutes (5 U.S. C. 22) was not 
itself the fundamental basis for Executive privilege. I desire to make 
clear the relationship which in my opinion section 161 bears to the 
fundamental basis of Executive privilege, the constitutional separation 
of powers. I would be pleased if you would append this letter together 
with footnotes as an extension of my testimony before your committee. 

Section 161 is a legislative expression and recognition of the Execu- 
tive privilege. Thus reliance on this statute by an executive depart- 
ment is in effect reliance on the constitutional Executive privilege as 
recognized by Congress since 1789. 

Section 161 of the Revised Statutes is essentially a codification 
of section 2 of the 1789 act creating a Department of Foreign Affairs 
and its counterparts for the other oaity executive departments (1 
Stat. 28, 49, 65, 68, 553). The historical refusals of the executive 
branch to acquiesce in Congressional demands for executive docu- 
ments have been based, not on ay statute alone, but on the Consti- 
tution itself, for Revised Statutes 161 itself reflects the independence 
of Congress and the executive branch of each other. The historical 
antecedents of Revised Statutes 161, going back to the first Congress 
and the legislative decision of 1789, show that it was intended to be 
a grant of independent authority, in accordance with and as part 
of the fabric of the constitutional plan of separation of powers. The 
statute carries out the constitutional plan by authorizing the head 
of each department to prescribe appropriate regulations for the 
custody of documents. 

To show that this custody of documents is a matter placed within 
the executive branch, and intended to be subject only to regulation 
by the executive branch, one need only refer to the important dis- 
tinction between the first statute setting up the Department of 
Foreign Affairs (the historical antecedent of R. S. 161), and its com- 
plete ‘dissimilarity with the statute establishing the Department of 
Foreign Affairs under the Continental Congress, as discussed on 


1 See historical note to 5 U. S. C., sec. 22; Touhy v. Eagen, 340 U. S. 462, 468. 
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pages 7 and 8 of my prepared statement. In the majority opinion 
in the Myers case? Chief Justice Taft set forth in some detail the 
controversy in the House of Representatives in the First Congress, 
respecting the provisions of the bill to establish the Department of 
Foreign Affairs, which I discussed on pages 8-9 of my prepared 
statement. Even in the condensed form in which that debate can 
be viewed in reading the annals of Congress, that bill raised the basic 
question respecting the separation of powers under the Constitution. 

This basic question was crystallized in two provisions of the bill. 
The first would have provided that at the head of the Department 
there should be a Secretary, to be appointed by the President, by 
and with advice and consent of the Senate, and “to be removable 
from office by the President * * *.” In regard to the reference in 
the bill to the power of removal by the President, there was objection 
on the ground that any such reference might suggest that the Presi- 
dent’s power to remove stemmed from a legislative grant and was 
thus subject to revocation.* 

The second provision of the bill would have provided that there 
should be a chief clerk to be appointed by the Secretary who in case 
of vacancy in the office of the Secretary, should have the charge and 
custody of all records, books, and papers appertaining to the Depart- 
ment. Congressman Benson of New York proposed to amend that 
second provision in order to provide that the Chief Clerk, ‘‘whenever 
the said principal officer [the Secretary] shall be removed from office 
by the President of the United States or in any other case of vacancy,” 
should during such vacancy have the charge and custody of the depart- 
mental books and records. Congressman Benson maintained that his 
amendment thus avoided the point as to whether the words “to be 
removable by the President”’ in the first provision might be construed 
to be a legislative grant. He further stated that if his amendment 
were adopted, he would then move to strike the words ‘‘to be remov- 
able by the President” in the first provision and that there would thus 
be established a legislative construction of the Constitution that the 
President had the power of removal.* 

Both proposals were adopted. The words ‘‘to be removable by the 
President” in the first provision were stricken from the bill, and 
Congressman Benson’s amendment inserting the words in regard to 
the removal of the Secretary by the President was also adopted in the 
second provision. Mr. Madison, who had been a member of the Con- 
stitutional Convention and one of the authors of the Federalist, was 
then a Congressman in the First Congress and took a leading role in 
effecting this constitutional construction. Chief Justice Taft’s 
opinion in the Myers case declares that Mr. Madison’s “arguments in 
support of the President’s constitutional power of removal independ- 
ently of congressional provision, and without the consent of the 
Senate, were masterly, and he carried the House.’ ® 

This is the legislative decision of 1789. It established the principle 
that the reasonable construction of the Constitution must be that 
the three branches of the Federal Government should be kept separate 
in all cases in which they were not expressly blended, and that no 
legislation should be enacted by the Congress which would tend to 


2 Myers v. United States, 272 U. 8. 52, 111-137. 
$Id. 112. 

4Id. 113;1 Annals of Congress 578 (1789). 
‘Id. 115. 
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obscure the dividing lines between the three great branches or cast 
doubt upon the prerogatives properly belonging by the Constitution 
to any one. 

Therefore, I consider S. 921 and H. R. 2767 as proposals which, 
if they have any meaning or vitality at all, can serve only to do what 
was emphatically rejected by Mr. Madison and others in the First 
Congress under the new Constitution, i. e., confuse the constitutional 
lines of demarcation and responsibility among the three separate 
branches. The proposed statute can no more restrict Executive 
privileges and responsibilities, which stem from the Constitution, 
than could the legislation proposed in 1789. Moreover it could have 
a very mischievous effect by confusing and clouding those Executive 
privileges and responsibilities. This was in part the basis of the 
objection which was successfully sustained in 1789. 

Legislative proposals similar to S. 921 and H. R. 2767 have arisen 
from time to time. Joint Resolution 342 of the 80th Congress was 
perhaps a more ambitious attempt in the same general field. When 
the measure was considered by the House on May 12 and 13, 1948, 
Mr. Rayburn, then a Member of Congress though not speaker, had 
these pertinent remarks to make: 

“T do not know what you think the powers of Congress are. Are 
they limitless? Is there no limit under the Constitution to which 
any Congress, much less a very partisan one, would go? Back in the 
formative period of this Government there was a great jurist. * * * 
In 1803 he gave forth this language in a very familiar case [and at this 
point Mr. Rayburn quoted the language of Chief Justice Marshall 
in Marbury v. Madison, dealing with the principle of the separacion 
of powers, which I cited on page 25 of my prepared statement.] 

“Pass this resolution. The President says to his Cabinet officer, 
‘No, you are my agent, you are my alter ego; do not give that infor- 
mation to the Congress.’ 

‘‘What are you going to do about it? You might have an unseemly 
session, an unseemly row upon the floor of the House of Representa- 
tives. What are you going to do about it? Are you going to impeach 
the President of the United States because he says the giving up of 
certain information is not in the public interest? * * *°® 

“Who is better prepared? Who knows more about our foreign 
affairs? He knows better than any other man in the Government— 
not you; not me. Who knows better what is necessary to bring an 
army and navy and an air force together to defend the country than 
the President of the United States? And in his wise discretion he 
makes recommendations to Congress.”’ ® 

And in the same debate Mr. McCormack of Massachusetts, now 
majority leader in the House of Representatives, argued: 

“T must recognize that there must be an independence of the other 
branches which must be preserved the same as the independence of 
the legislative branch must be preserved, and I say that under our 
form of government, consisting of the three coordinate branches, the 
President of the United States is the one to judge, and not the Con- 
gress. And, in turn, the judge of the President of the United States 
is the people.” ? 


6 Conpressional Record, May 12, 1948, p. 5740. 
7 Congressional Record, May 12, 1948, p. 5712. 
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Congressman McCormack then took up the argument that since 
Congress may appropriate money for the agencies and may destroy 
all of them, it is entitled to the papers in the possession of the agencies 
against the decision of the President. 

“We could not administer the executive branches of Government 
because under the Constitution we cannot. Never mind the practical 
difficulties, we simply cannot. So with the argument that we have the 
power to appropriate then it becomes a higher political question of 
us with the people, just the same as in the case of the President who 
says that ‘these papers are papers that in the exercise of my duty as 
President of the United States and under the Constitution I should not 
transmit,’ then he has to answer to the people * * *” 7 

These arguments of Congressmen Rayburn and MeCormack in 1948 
are expressions completely consistent with the constitutional and 
practical arguments which I have advanced to your committee. 

Similar independence as against the judiciary was also asserted 
by the Congress when attempts were made to compel it to disclose 
certain information to the Court. It was resolved that “no evidence 
of a documentary character under the control and in the possession 
of the House of Representatives can, by the mandate of process of the 
ordinary courts of justice, be taken from such control or possession 
but by its permission.” § 

Here too, where records of the executive branch are involved, rea- 
sons of public policy in the interest of efficient and effective govern- 
ment, require that access to certain documents and other information 
shall not be permitted, if the President in his sound discretion deter- 
mines that it would be contrary to the public’s best interests to make 
them available. 

For the reasons stated, I am opposed to the enactment of S. 921 
and S. 2148. 

Sincerely, 
WituiaMmM P. Rogers, 
Attorney General. 





APPENDIX 2 
IMPLEMENTATION OF THE “NO PROFITS” AGREEMENTS 
(Defense-State-General Accounting Office Staff Survey) 


Frsrvuary 9, 1955. 
Memorandum for Mr. Charles H. Shuff, Deputy Assistant Secretary 
of Defense (International Security Affairs). 


On November 13, 1956, the Comptroller General transmitted a 
report on profits to foreign governments under the offshore procure- 
ment program in Europe to the Secretaries of State and Defense 
which contended that profits were being allowed to governments or 
their instrumentalities, such as corporations substantially owned and 
controlled by the governments; and discussed a number of basic 
principles, the adoption of which the General Accounting Office 

7 Congressional Record, May 12, 1948, p. 5712. 


8H. Res. 427, 8ist Cong., 2d sess., see 96 Congressional Record 565-566; 96 Congressional Record 1400: 
H. Res. 465, 96 Congressional Record 1695; H. Res. 469, 96 Congressional Record 1765. 
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believed would facilitate negotiations to recoup foreign government 
profits on offshore procurements. 

A followup review was made by the General Accounting Office on 
the progress in implementing the no-profits provisions of the offshore 
procurement memorandums of understanding and a draft report was 
transmitted to the Assistant Secretary of Defense (International 
Security Affairs) during the summer of 1957. This draft report 
reiterated the principles set forth in the November 13, 1956, General 
Accounting Office report, noted that apparently these principles had 
not been acted on by the agencies concerned, nor discussed with the 
foreign governments involved, and recommended that the Depart- 
ments of State and Defense arrive at firm understandings with the 
countries concerned as to the basic principles to be followed. 

On January 8, 1958, you met with Mr. Charles M. Bailey, Assistant 
Director of the Defense Accounting and Auditing Division of the 
General Accounting Office, to discuss the problems which have been 
encountered in the implementation of the no-profits clauses of the 
offshore procurement memorandums of understanding with various 
European governments. It was agreed at that time that there was 
need for a survey of the situation to establish more clearly the basis 
for the past actions and present policies being followed by the Depart- 
ments of Defense and State in their negotiations with countries for the 
implementation of the no-profits agreements, as well as a need for 
reevaluation and possible additional instructions to the agencies in 
the field. 

At your suggestion, it was agreed that a representative of the 
General Accounting Office should join with Defense and State staff 
members in this evaluation, both for the purpose of giving the execu- 
tive branch the benefit of the extensive knowledge of the General 
Accounting Office in this field, and also in the hope that by a full 
exploration of all of the issues and facts surrounding the problem the 
most effective course of action for the future could be developed. 
The report of the joint Defense-State-General Accounting Office study 
group is enclosed herewith. 

On the same date that the group left for Europe to begin its survey, 
the House Committee on Government Operations issued its report on 
the review of General Accounting Office operations in Europe (H. 
Rept. No. 1281, dated January 15, 1958). This report included, 
among other things, a rather detailed review of the history and back- 
ground of the no-profits negotiations and the policy recommendations 
made by the General Accounting Office with respect thereto (pp. 33-42) 
as well as some conclusions and recommendations (pp. 12-13) of the 
Subcommittee on Executive and Legislative Reorganization. 

During the hearings held in Europe by this subcommittee last 
summer the view was expressed that much of the unfavorable con- 
gressional and public reaction or misunderstanding regarding the so- 
called no-profits problem was a result of overclassification and un- 
necessary secrecy. This study group agrees with that conclusion and 
is pleased to observe that the House committee report referred to 
above presents in an unclassified way much of the information relevant 
to this problem which had not previously been made public. In the 
conduct of our review and preparation of our report this group has 
taken the approach that a discussion of the problem should be unclassi- 
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fied to the maximum extent possible, reserving for classified appendixes 
only the discussion of those problems and issues which if released might 
hinder the future progress of negotiations with specific countries. 

The task of the group in preparation of its report and recommenda- 
tions has been lightened considerably by the public availability of 
the material included in the Government Operations Committee re- 
port, since it makes unnecessary the repetition of a great deal of back- 
ground material. We have therefore concentrated our attention on 
the preparation of a report which will deal specifically with each of the 
major policy issues which have been raised over a period of years by 
the General Accounting Office, and the development of staff recom- 
mendations as to the Eine of action which should be taken by the 
Departments of State and Defense for the expeditious settlement of 
outstanding problems. 

The study group has concluded that certain principles and inter- 
pretations of the no-profits agreements, which were not envisaged 
nor discussed at the time of the original agreements, represent an 
equitable position of the United States to which foreign government 
agreement should be sought. The group found no overriding political 
co onsiderations indicating that the pursuit of the no-profits negotiations 
would be unwise. It w as concluded, however, that additional. guidance 
to agencies in the field is necessary in order to bring these negotiations 
to an early and proper conclusion. 

Attached to the report is a draft instruction to the field which is 
designed to meet this objective. It is recommended that this instruc- 
tion receive early consideration by the Departments of Defense and 
State. In addition, the group has noted that there are certain legal 
questions involving the governmental status of certain offshore 

rocurement contractors which should be the subject of high level 
adi review by the Departments of State and Defense and the General 
Accounting Office. 

During the course of our survey, and in the preparation of the 
report and draft directive, the group has had the full-time assistance 
and active cooperation of Mr. Warren E. Hoagland, who, as special 
assistant to the Defense representative, North Atlantic and Medi- 
terranean areas for no-profits matters, has been representing the 
Department of Defense in the negotiations between the Embassies 
and the respective countries, and he agrees with the conclusions and 
recommendations of the report. The group has also had the benefit 
of discussions with Ambassador Zellerbach and his staff in Italy, staff 
members of the American Embassy in Paris, legal counsel to the 
Defense representative, North Atlantic Mediterranean areas, repre- 
sentatives of Headquarters United States European Command, Army 
Audit Agency, and procurement personnel of Headquarters, United 
States Army, Europe. General Accounting Office participation in 
the study group on a full-time basis, has made possible access to 
all the information available on the General Accounting Office audit 
files bearing on the no-profits problem and the assistance of audit 
and legal staff members of the European Branch of the General 
Accounting Office in gathering pertinent data. 

The report represents the agreed conclusions and recommendations 
of the undersigned and is submitted for the use of the Departments of 
State and Defense in the determination of the direction of future policy 
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on no-profits matters, as well as for the information and use of the 
General Accounting Office. 
Respectfully submitted. 
ANDREW J. Fink, 
Office of European Regional Affairs, Department of State. 
JosEPH LIPPMAN, 
Defense Accounting and Auditing Division, 
General Accounting Office. 


Kennetu L. Les, 
Prerer A. GERARDI, 
Office of Assistant Secretary of Defense, International Security 
Affairs, Department of Defense. 


PART I 


INTRODUCTION 

The no-profits concept 

Inherent in the philosophy under which the offshore procurement 
agreements were concluded is the understanding that governments of 
countries in which contracts are placed will not profit from those 
contracts. The United States Government has, in fact, a threefold 
assurance from these governments that profits will not inure to them 
from offshore procurements: 

(a) The governments have agreed that offshore procurement 
contracts with them will be taken without allowance for profit 
margin. 

(b) If, as a result of the actual production under the contracts, 
profits are in fact realized, the governments have agreed to refund 
such profits to the extent they exceed losses by the governments 
in other contracts: 

(c) The United States has reserved the right, in most cases, to 
examine accounting data and other evidence in order to make a 
reasonable determination of whether profits were, in fact, realized. 

There has been no disagreement between the United States and its 
European allies on this concept. Over $1.6 billion of the $2.7 billion 
of military assistance program-offshore procurement has been placed 
directly with country governments on government-to-government 
contracts. All of these contracts were taken by the governments on 
a nonprofit basis. 


The collectwe principle 

Since it is generally not possible to estimate in advance what the 
exact cost of production of an item will be, it is to be expected that 
there will almost always be some overage or shortage between the 
actual cost of production and the estimated cost on which a contract 
price is based. When the offshore-procurement program was begun 
in Kurope many countries and firms had had little production exper- 
ience on many of the items being procured by the United States and 
there was a more than usual probability of inaccurate estimates. In 
these circumstances, the possibility of either substantial profits or 
substantial losses could be anticipated on many individual contracts 

It was particularly appropriate, therefore, that the no-profits agree- 
ments should include a provision that, in the determination of whether 
a profit was realized by a government, all contracts should be taken 








GENERAL ACCOUNTING OFFICE OPERATIONS IN EUROPE 53 


collectively. Thus the no-profits clause with its collective offset prin- 
ciple may be looked upon as a savings provision which protects the 
United States against inadvertent profits by country governments as 
well as. offering reasonable protection to chose governments against 
large madvertent losses, by permitting the offset of the one against 
the other. 

We find no evidence that the no-profits clauses were the subject of 
any particular discussion at the time they were agreed to as a part 
of the offshore procurement memorandums of understanding. This 
is not exiasand 40 expect, since both the basic principle that govern- 
ments should not make profits and that the determination of profits 
realized should be made on all contracts collectively were accepted 
by both parties to the agreement as eminently reasonable.) Unfor- 
tunately, however, this very lack of discussion has posed difficult 
problems of interpretation with respect to the rights and intentions 
of the parties to the agreement as situations have arisen which were 
not anticipated at the time. 

The major area of difficulty arises from divergent legal and account- 
ing concepts as to whether government-owned corporations are, in 
fact, a part of the government, and, therefore, whether profits allowed 
in contracts with such corporations are, in fact, profits to the govern- 
ment. It should be emphasized that in the negotiations to date there 
is every indication that country governments are dealing in all sin- 
cerity 1n an effort to resolve outstanding problems, and that, where 
their interpretations differ from those of the United States, their 
opinions are honestly held and consistent with their own practices in 
their dealings, as governments, with such corporations. 


Extent of profits realized 


The United States and the governments concerned are now in the 
process of. reviewing government-to-government contracts as they are 
completed each year to determine whether the performance of con- 
tracts may actually have resulted in net profits on the total of such 
offshore procurement contracts which should be refunded to the 
United States. 

It is not possible to determine the amount of profit or loss which 
may actually have been experienced on an individual contract until 
after final payment has been made and contract costs have been 
audited. While deliveries are substantially completed on most of 
the offshore-procurement program, final deliveries and final payments 
on major contracts are only now being accomplished in significant 
volume. However, until the results of the no-profits review of a 
larger number of contracts with other governments is available, it is 
not possible to forecast the amount of profits which may be recovered. 

Our experience to date suggests the possibility that country govern- 
ments have experienced losses rather than profits on government-to- 
government contracts taken as a whole. For example, on contracts 
totaling $42 million with the Governments of Norway and Denmark, 
indications from the reviews to date are that net losses to these 
Governments will amount to more than $2 million. 


Problem areas 


The problems involved in the interpretation and administration of 
the no-profits agreements have been a matter of concern to the Gen- 
eral Accounting Office since late 1953, when, as a result of its review 
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of 1952 and 1953 offshore procurement contracts in Europe, it first 
posed questions and offered suggestions to the Department of Defense 
Office of Military Assistance. They were also the subject of extensive 
review and discussion within the Departments of Defense and State 
beginning early in 1954, when the complexities of the “government 
corporations” problem first began to become apparent in Washington. 

In October 1955, after studies by special task groups both in Eruope 
and in Washington, instructions were issued to embassies and Defense 
representative, North Atlantic and Mediterranean Areas (as the 
Defense representative on-the-spot in Eruope) to initiate discussions 
with country governments to reach agreed understandings on_princi- 
ples and procedures for carrying out the purposes and provisions of 
the no-profits clauses. In the course of these discussions, major 
problems have been identified and partially solved, and procedures 
established for the periodic submission by country governments of 
data indicating the extent of profits or losses incurred. The study 
group obtained no indications in any of its discussions with United 
States Embassy officials that any considerations have as yet arisen 
which render imprudent further pursuit of the negotiations. 

The General Accounting Office has also raised questions concerning 
the propriety of including in the prices of offshore procurement con- 
tracts with private concerns, charges for reimbursement to govern- 
ments for patent royalties, government research and development 
costs, and rental charges for the use of machine tools originally fur- 
nished by the United States. While these charges may more properly 
be considered as questions of allowable cost than of profit, and have 
been treated as separate issues by the Departments of State and 
Defense, they are generally associated with no-profits questions and 
will be reviewed in this report. 

The remainder of this report will be concerned with a discussion of 
the basic principles which have been advanced from time to time in 
connection with the implementation of the no-profits clauses and 
related questions of allowable cost, a review of the progress of nego- 
tiations to date, and recommendations for future action. 


PART II 


PRINCIPLES AND PROBLEMS 
A. APPLICATION OF THE COLLECTIVE PRINCIPLE 


Conclusions 


There is no question or problem as to the treatment of allowances 
for profits in government-to-government contracts. In the rare 
instance where a government may inadvertently include a profit in 
its proposal, contracting officers eliminate such profits during the 
preaward negotiations. Additionally, if through error, a profit is 
included in the contract price, such profit is eliminated apart from the 
collective consideration of profits and losses. 

On the other hand, in keeping with the principles of free enterprise, 
profits are allowed in offshore procurement contracts with private 
corpore.tions. However, in some instances, later examination indi- 
cates that some apparently private corporations may be government 
owned or controlled. Since considerable differences exist between the 








GENERAL ACCOUNTING OFFICE OPERATIONS IN EUROPE 55 


United States and country government views as to whether, in fact 
and in law, profits to such corporations inure to the country govern- 
ments and fall within the purview of the no-profits provision of the 
offshore procurement memorandum of understanding, both initial and 
after-the-fact negotiations to eliminate or recoup such profits by con- 
tracting officers have generally been unsuccessful and such negotia- 
tions were properly transferred to the diplomatic level. 

Where a country government acknowledges the governmental status 
of an offshore procurement contractor subsequent to the completion 
of an offshore procurement contract, the United States should attempt 
to obtain agreement for the elimination of allowances for profits in 
current and future contracts and the recoupment of profits in past 
contracts apart from the collective consideration of profits and losses 
as specified in the no-profits provision. The retroactive application 
of the no-profits concept in such cases would be based on the premise 
that, had the country governments acknowledged the governmental 
status of the corporations at the time of contract placement, profits 
would not have been allowed in contracts with these corporations in 
the first instance. 

It is considered that the United States position on retroactive 
application should not be inflexible, however, in view of the specific 
wording of the no-profits clauses providing for collective consideration 
of profits and losses, and doubt that this situation was envisaged by 
the governments at the time the no-profits agreements were made. 

In a number of instances, offshore procurement contracts have 
been placed with private firms as well as foreign governments in 
which the governments have made substantial financial contributions 
toward meeting the cost of contract performance. 

In some cases, Government contributions arose primarily as a 
result of a desire to obtain foreign exchange and other economic 
employment benefits, and in such cases it is believed that losses due 
to these contributions should not be permitted as offsets against 
orofits under no-profits clauses since it may be presumed that such 
osses were undertaken in consideration of the benefits to be derived. 

On the other hand, some foreign government contributions on 
offshore procurement contracts arose in response to United States- 
foreign government cost-sharing arrangements or to establish North 
Atlantic Treaty Organization defense production facilities and it is 
believed reasonable and equitable to permit losses due to this type 
of contribution to be offset against profits. 


APPLICATION OF THE COLLECTIVE PRINCIPLE—DISCUSSION 
The general premise 


The general premise underlying the collective offset principle con- 
tained in the no-profits clauses can be taken to be that offshore 
procurement profits which accrue after the signing of a contract and 
which could not have been reasonably foreseen at the time of negotia- 
tions, should, under the collective offset provision, be offset against 
offshore procurement losses similarly incurred. It appears to follow 
from this premise that the collective offset principle is intended to 
apply only to unanticipated profits and unanticipated losses. 

From this premise stem two principles as to the actions which should 
be taken in implementation of the no-profits clauses. As phrased by 
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the General Accounting Office in its report submitted to the Secretaries 
of Defense and State under date of November 13, 1956, these are— 

(a) With respect to anticipated profits: 

If a contracting officer through inadvertence allows a profit to 
a foreign government, a mistake has occurred in failing to comply 
with the no-profits provision of an offshore procurement agree- 
ment and correction thereof to eliminate the erroneously allowed 
profit appears to be an integral function of the procurement 
agency separate and apart from the collective principle provided 
for in the agreement. 

Likewise, where a contracting officer allows a profit to a 
foreign concern, owned or controlled by its government, there is 
involv ed such a mistake as would appear to require the contract- 
ing officer to enter into negotiations to correct such mistake 
without reference to the collective principle in the applicable 
offshore procurement agreement. 

(6) With respect to antic ipated losses: 

Losses, knowingly sustained by a government in order to 
secure advantages ‘resulting from offshore procurement production 
within its borders, do not appear to be appropriate offsets against 
offshore procurement profits since such losses were assumed in 
consideration of the benefits. 

The problems encountered and the actions taken by the Depart- 
ments of Defense and State with respect to these two principles, are 
discussed below under the headings ‘‘Anticipated Profits’? and ‘‘An- 
ticipated Losses,”’ respectively. 

Anticipated profits 

In all cases where contracts are entered into with an organization 
which the government concerned agrees is an agency of that govern- 
ment, it has been the practice from the beginning, as a matter of sound 
contracting procedure, to place the contract on a government-to- 
government contract form. As a matter of course, even before the 
consummation of formal no-profits agreements, no allowance for profits 
was included in such contract prices. 

No difficulties have been encountered in the elimination of profits 
(as well as the costs of inspection and administration) from such con- 
tracts with recognized government agencies such as a supply ministry, 
a government arsenal or a government shipyard. Where it has been 
discovered that a mistake has been made and that a profit to the 
government can in fact be anticipated as a result of the contract, con- 
tracting officers have taken action to eliminate the profit factor apart 
from the collective offset provisions of the no-profits clause in the same 
manner that any other mistake would be corrected as a normal con- 
tracting procedure. 

As an example of such action, a contract for trailers was entered into 
with a government supply ministry at a price based on an estimate 
made before that government had concluded its arrangements with 
the subcontractor producing the item. When the subcontract was 
finalized at a price substantially lower than that contained in the 
government-to-government prime contract the country government 
readily agreed that the origimal price was erroneous, should be cor- 
rected apart from any collective offset considerations and the contract 
was accordingly amended to reflect the lower price. 
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On the other hand, attempts by contracting officers and procure- 
ment personnel to eliminate profits from contracts or subcontracts 
with nominally private corporations which appeared to be government- 
owned or controlled have been generally unsuccessful. These corpora- 
tions generally have taken the position in substance that they are 
commercial corporations in business to make a profit, that they are 
recognized by the law of their countries as legal entities distinct from 
their governments, and that they cannot waive their normal commer- 
cial right to a profit on the basis of an agreement between the United 
States Government and a third party (1. e., the country government). 

The first attempt by a contracting officer to eliminate profits from 
a contract with such a corporation was made in 1952, when a Navy 
contracting officer sought to eliminate the profit factor from sub- 
contracts with three companies believed to be instrumentalities of the 
Italian Government, since the majority of their stock was owned by 
Finmeccanica (the prime contractor) and IRI, corporations estab- 
lished by the Italian Government to provide financial assistance to 
Italian industry. This attempt was unsuccessful and the prime con- 
tract was approved with a provision allowing a profit to the subcon- 
tractors. The comment on this negotiation from the Contracts 
Division of the Bureau of Ships to the General Accounting Office 
(see exhibit 2, General Accounting Office report of November 13, 
1956) contained the following statement: 

“The subject was a crucial point in our negotiations and one on 
which they almost broke down entirely. The Bureau contracting 
officer conducting the negotiations finally conceded that there was 
no other way to make the contracts in Italy, and that the advantage 
to the United States Government in making such contracts was 
worth more than the concession.” 

Similar attempts to eliminate profits from contracts or subcontracts 
with corporations of the IRI-FIN-—FIM complex were made in 1954 
by Army procurement personnel in Italy. In one instance involvi 
a price redetermination, the contracting officer withheld the estimate 
amount of profit from final settlement pending resolution of the status 
of the corporation. An attempt was also made to eliminate profits 
in an original contract negotiation in connection with a subcontract 
with the Spanish corporation BAZAN for ship modernization in 1955. 
(See p. 104 of January 15, 1958, report of House Government Opera- 
tions Committee, H. Rept. 1281, and exhibit A.) 

In each of these instances, the attempt at the contracting officer 
level to eliminate profits on contracts with suspected government 
instrumentalities was unsuccessful. On the other hand, the facts 
now available indicate that there were also instances in which negotia- 
tions to eliminate profits with such corporations were not attempted 
at the contracting officer level, possibly because contracting officers 
failed to recognize that they might be dealing with a government 
instrumentality. 

During this same period (1954 and early 1955) the problems involved 
in the implementation of the no-profits agreements were being studied 
and debated by special task groups both in Europe and in Washington. 
In October 1955, a joint State-Defense message was issued directing 
embassies and the Defense representative, North Atlantic and Medi- 
terranean Areas (DEFREPNAMA), as the Department of Defense 
representative, to initiate discussions at an early date in each country 
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to reach agreed understandings on principles and procedures for 
carrying out the purposes and provisions of the no-profits clauses. 
This message prescribed that an effort should be made to obtain 
procedures under which all readily identifiable profits, regardless of 
source, would be considered when determining what refunds, if any, 
should be made. It was indicated that particular attention should 
be given to the situation in which profits to governments might arise 
from contracts held by corporations in which the government bene- 
ficially holds stock or other ownership interest. 

Consistent with the instructions in this joint message, the Defense 
representative, North Atlantic and Mediterranean Areas issued in- 
structions in early December 1955 that the procurement services 
should make no further attempts to eliminate allowances for profits 
in contracts with nominally private corporations suspected of being 
government instrumentalities, and that they were not to withhold 
payments otherwise due suc +h contractors pending determination of 
the contractor’s status. He further advised that the issues involved 
in this situation would be taken up with country governments by the 
embassy concerned in the course of overall negotiations on the subject 
of profits. At the same time, the Defense representative, North 
Atlantic and Mediterranean Areas instructed the procurement services 
to continue to eliminate profits from government-to-government 
contracts, including the correction of any mistakes which might have 
been made. 

The group learned of a very recent example of an attempt at no- 
profits negotiations with a government corporation at the contracting- 
oificer level which lends support to a conclusion that the decision to 
transfer the “government corporations” issue to the governmental 
level was the only practical resolution of the impasse with which 
contracting officers were faced. During contract negotiations in 
December 1957 and January 1958, when a contracting officer sought 
to include a specific no-profits provision in a new contract with the 
French corporation SNCAN (in which the French Government holds 
a 51 percent stock interest) he was advised that he would lave to seek 
such assurances from the French Government, since the contractor 
was not a part of the government. When the matter was taken up 
with the French Ministry of National Defense, this Ministry stated 
in a letter to the contracting officer: 

“Although the SNCAN is a nationalized company, it is managed in 
accordance with the provisions of French law pertaining to corpora- 
tions and is a legal entity distinct from the French Government. 

“Since the contract is to be signed by the SNCAN, this firm cannot 
include in its text a clause which commits the French Government or 
refers to an agreement arrived at between two governments. 

“In this particular case, nevertheless, the French Government 
remains obligated by the reference to the memorandum of agreement 
of June 12, 1953, entered on the cover sheet of the contract, which 
governs the ‘offshore’ contracts between the two governments or 
between the United States Government and private industry. The 
‘profits’ clause of the memorandum specifically gives the United 
States Government every guaranty with regard to potential profits 
of the French Government.” 

It is relevant to note that the French Government made no attempt 
to evade its obligations under the no-profits clause, but simply in- 
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sisted that the question of interpretation of a governmental agreement 
could not properly be discussed by an agency which, under the French 
view, was not a part of the government. 

The only instance of a negotiation at the contracting-officer level 
with such a corporation in which the profit factor was eliminated 
from the contract, occurred after an initial failure in connection with 
the same contract, and after the Defense representative, North At- 
lantic and Mediterranean Areas instructions referred to above. Al- 
though the initial negotiations to eliminate profit from a subcontract 
with BAZAN were unsuccessful, the Spanish Government later re- 
quested renegotiation of the government-to- overnment prime contract, 
since it was unable to carry out its origina agreement to pay certain 
labor charges on the project. In cooperation with Defense repre- 
sentative, North Atlantic and Mediterranean areas, it was agreed 
that the subject of profit to BAZAN should again be taken up as a 
part of this renegotiation. In this “quid pro quo” situation, the 
Spanish Government agreed that no profit would be realized by 
BAZAN under the contract, in return for United States agreement 
to pay the labor charges on the project, although the Spanish Govern- 
ment did not fully agree that BAZAN was a governmental instrumen- 
tality. The Spanish Government has since appropriated its own 
funds to pay BAZAN its normal profit in connection with this con- 
tract. In subsequent negotiations with the Embassy and Defense 
representative, North Atlantic and Mediterranean Areas, the Span- 
ish Government has agreed to include BAZAN and other government 
corporations in the accounting of profits contemplated under the 
no-profits clause. 

In its correspondence and reports to Defense agencies on this sub- 
ject since 1953, the General Accounting Office has repeatedly em- 
phasized its view that the elimination of profits from contracts with 
government corporations should be accomplished by cognizant con- 
tracting officers through price negotiation procedures as a matter of 
sound contract administration. This view was based primarily on 
the concept that the recoupment of such profits would be more feas- 
ible when undertaken at a working level dealing with the foreign 
government as a contractor and not as a sovereign. The General 
Accounting Office has recognized, however, that if negotiations at the 
contracting-officer level are not feasible, in such instances, for example, 
as where the foreign government and the contractor are adamant in 
insisting that the contractor is not a government instrumentality, 
the matter necessarily would have to be considered at a diplomatic 
level. 

In most European countries, varying as to the number and relative 
importance, there are corporations in which governments hold 
financial interest, through representation on boards of directors, 
exercise varying measures of control according to the economic policy 
of the government. The method of government ownership or control 
of such industrial concerns takes various forms, including direct 
ownership of stock in some cases, and in others ownership or control 
through financial holding companies which may also have a legal 
identity separate from the state. It appears, however, from the 
information reviewed by this group, that almost all such corporations 
have a number of characteristics in common. Foremost among these 
is a juridical personality distinct from the state. Consistent with 
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this separate jurdical personality, they are constituted as commercial 
corporations and are subject to corporation law rather than public 
law, they do not have sovereign immunity, they pay the taxes appli- 
cable to private corporations, and their employees are not under the 
civil service. Since they normally include a factor for profit in their 
price quotations to all of their customers, including their own govern- 
ments, they see little reason to treat the United States Government in 
a different fashion. (See exhibit A for typical government descrip- 
tion of status such a corporation.) 

In these circumstances, it is not surprising that contracting officers 
have not met with success in attempts, on the basis of the no-profits 
agreements between the United States and foreign governments, to 
eliminate profits from contracts with these corporations. Nor is it 
difficult to understand that European governments are faced with 
difficult legal questions and other problems when they are requested 
by the United States at the governmental level to recognize these 
corporations as part and parcel of their governments. 

It must be recognized, however, that important considerations of 
equity exist on the United States side, particularly in the light of the 
broad spirit of the no-profits understandings themselves. These 
equitable considerations run essentially to the question of whether 
these governments do in fact have a beneficial interest in any profits 
to such corporations resulting from offshore procurement contracts. 

The question of whether in any given case a foreign government 
can be said to have a beneficial interest in the offshore-procurement 
profits of the corporations involved can be adduced from a variety 
of factors. These involve such complex matters as the degree of 
government control, through the boards of directors and through 
other means, over the financial activities of the corporations; the 
extent of stock ownership representing government ownership in the 
net asset values of the corporation; the extent to which profits are 
returned to the government or the extent to which the government’s 
financial support of the corporations is reduced by offshore-procure- 
ment profits. 

An example of the latter is the case where a government has estab- 
lished a corporate entity to provide financial assistance to industrial 
firms which have, on the whole, been operating at a loss because of 
governmental policy to maintain certain minimum levels of employ- 
ment even though the volume of business being conducted is not 
adequate to justify the labor force on hand. As a result, the govern- 
ment may be required to make up out of the national treasury the 
deficits of the financial holding companies or the producers thereunder. 
Where this is the case, it can be argued that profits realized from off- 
shore-procurement contracts by firms receiving financial assistance 
have inured to the benefit of the national government since, to the 
extent of such profits, government funds required to finance deficits 
are correspondingly reduced. 

It should also be recognized that, at different times and under 
different circumstances, the country governments themselves may 
take a contrary view of their relationship with the corporations which 
is at variance with their presently held positions. 

The study group did not have the time or technical assistance 
necessary to explore the ramifications of the structure of government 
corporations and their relationships with their governments, and to 
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conclude as to whether any government does in fact have a beneficial 
interest in the offshore-procurement profits of these corporations. 

The United States position in negotiations in one country, where 
this problem has been most fully explored, was initially based on a 
legal opinion by the European Branch of the General Accounting 
Office which concluded that certain offshore-procurement contractors 
were part and parcel of the particular government and that, there- 
fore, any profits to such contractors were profits to that government. 

The United States Embassy in this country and Defense repre- 
sentative, North Atlantic and Mediterranean Area have devoted con- 
siderable effort to a study of this problem and have concluded that 
the relationship of the government to these corporations appears to 
be such that the offshore procurement profits of the corporations in 
question should be considered within the no-profits purview of the 
offshore procurement memorandum of understanding. However, for 
the reasons stated above on the general European situation insofar 
as government-owned corporations are concerned, this Government 
has not felt that it could accede to the United States position. 

Insofar as the study group has been able to determine, there has 
never been a top-level governmental review by the Departments of 
State and Defense or by the General Accounting Office itself of the 
initial legal opinion. In view of the current impasse, it is considered 
essential that a top level review be made of the United States position 
to determine the egal soundness thereof, and in order to provide a 
basis for decision as to possible alternative courses of action. 

Assuming that country government agreement is obtained to a 
United States contention that the profits of certain corporations come 
within the purview of the no-profits clauses, it follows that a factor 
for profit should not be included in future contracts with these com- 
panies. Similarly, it would appear that profits previously allowed 
should be recouped outside the collective consideration of profits and 
losses as enunciated in the no-profits clauses on the basis that, had 
such country agreement been reached at the time the offshore procure- 
ment contract was placed, no profits would have been allowed in the 
first instance and accordingly not included in any collective considera- 
tion. However, it is considered that the United States position on 
this point should not be inflexible, in view of the specific wording of 
the no-profits clauses providing for collective consideration of profits 
and losses, and doubt that this situation was envisaged by the gov- 
ernments at the time the no-profits agreements were made. 

In any event, it seems clear that the United States should immedi- 
ately approach the European governments involved to determine the 
extent to which mutual agreement can be obtained to the principles 
above enunciated, recognizing that such agreement may be, in effect, 
a modification of the understanding in the original agreement on no 
profits, in order that all parties concerned may have a clear under- 
standing of the scope and intent of the no-profits concept. Assuming 
that the United States has a strong legal argument, the United States 
approach must also take into account the fact that these discussions 
directly involve the role of European governments in their economies 
and, in some cases, may have legal, social, financial or internal political 
implications of great importance to these governments. Accordingly, 
the questions posed above must necessarily be resolved by negotiation 
in a spirit of mutuality and, in this respect, it should be noted that 
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the Comptroller General endorsed this view in his ¢tter of November 
13, 1956, to the Secretaries of State and Defense in which he stated, in 
part: 

“The information and observations contained in this report are 
transmitted for your use in the resolution of the problems described. 
Basically, this appears to be primarily a matter of negotiation between 
the respective countries, and no attempt has been made to arrive at a 
refined determination of the contractual rights or intentions of the 
parties to the arrangement, nor have we tried to determine with any 
degree of finality the manner in which these matters should be settled.”’ 


Anticipated losses 


Numerous offshore procurement contracts have been placed with 
private firms as well as with foreign governments in which the govern- 
ments have made substantial financial contributions toward meeting 
the cost of contract performance and knowingly sustained losses 
thereby. In some cases these contributions arose as a result of a 
desire to obtain foreign exchange and employment benefits, while in 
other cases such contributions were in response to United States- 
foreign government cost-sharing arrangements or to establish North 
Atlantic Treaty Organization defense production facilities. 

In connection with the United Kingdom Chilver Gap or KIA pro- 
gram, for the procurement of aircraft, aircraft engines and bombs, 
the British Government, in certain of the contracts executed under 
the program, priced the end items at levels which will result in losses 
to the United Kingdom. In one of these contracts, executed in 1954, 
it is indicated in the résumé of negotiations that the unit price of 
$218,400 per aircraft was approximately $28,000 below the estimated 
cost of production. However, it was stated in the ‘‘general comments 
pertaining to all four KIA contracts” that the British would not 
apply the losses sustained under the 4 contracts as a setoff against 
profits on other contracts as permitted by paragraph 16 of the off- 
shore procurement memorandum of understanding, but that among 
the 4 contracts, losses and overages may be set off one against the 
other. 

In its November 13, 1956, report, the General Accounting Office 
observed that the British position concerning the nonapplication of 
the no-profits collective principle was basically sound and might 
serve as an example or precedent in negotiations with other govern- 
ments. ‘The General Accounting Office report also notes that price 
redetermination audits of contracts with private concerns have on 
occasion developed the fact that the contractor had received a gov- 
ernment contribution toward the cost of performance, and expressed 
the view that the probability of realizing significant recoveries under 
the no-profits clauses may be somewhat impaired by virtue of the 
fact that, on completed contracts, profits may be offset against losses 
without as yet an established limitation on the kinds of losses which 
will be eligible for such collective consideration. 

There have been indications that it was not an uncommon practice 
for some European governments, in the highly competitive situation 
existing at the time, to subsidize private contractors in order to obtain 
the primarily economic and commercial benefits of offshore procure- 
ment production within their borders. The extent of such subsidi- 
zation is not known to the United States, and it has been and is the 
policy of the United States not to encourage such subsidies. Where 
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losses or subsidiesthave been knowingly undertaken for such reasons, 
it would not appear equitable or reasonable to offset such losses 
against profits in the collective settlement under the no-profits 
clauses, since to do so would, in effect, reimburse the country for its 
intentional subsidy for primarily commercial reasons. 

Since subsidies of this sort were ordinarily accomplished by special 
arrangements between country governments and private contractors, 
the question of such governmental losses is not expected to arise in 
connection with the no-profits settlements unless government-to- 
government contracts are involved. 

It is believed that foreign governments will readily accept the con- 
cept that government losses in connection with offshore procurement 
contracts, whether with governments or private firms, undertaken for 
primarily commercial reasons are not appropriate offsets against off- 
shore procurement profits since such losses were assumed in consider- 
ation of the benefits. Accordingly it is considered desirable, in the 
interest of obtaining a clear understanding with governments as to 
the intent of the no-profits agreements, that embassies seek agree- 
ment from country governments on this principle. It is recognized 
that it will be administratively difficult to ascertain the intent behind 
foreign governments’ contributions. 

It should be noted that, in some instances, European governments 
voluntarily assumed losses on government-to-government contracts 
for reasons primarily related to the development of free-world defenses 
as a part of the common NATO effort. For example, a number of 
countries assumed substantial losses on contracts for the production 
of L/70 antiaircraft guns in order to assist in the establishment of a 
NATO production base for this weapon and contribute toward the 
standardization of such weapon throughout the alliance. In other 
instances, country contributions were a result of United States-foreign 
government cost-sharing arrangements. Unless specific understand- 
ings to the contrary were reached the country governments at the 
time (e. g., the KIA contracts noted above), it would appear reason- 
able and equitable to permit such losses on government-to-government 
contracts to be offset against profits under the collective provisions of 
the no-profits clauses. 

Recommendations 

It is recommended that— 

United States embassies seek early understanding with 
country governments as to the application of the principles 
enunciated above with respect to profits in offshore procurement 
contracts with governmental instrumentalities and certain losses 
deliberately incurred by governments in offshore procurement 
contracts. 

2. In those instances in which negotiations between the United 
States and the country governments as to the governmental 
status of certain corporations have resulted in no resolution of 
the different points of view, all pertinent facts should be referred 
to the Departments of State and Defense for a review of— 

(a) The legal position of the United States in these 
negotiations. 
(6) The alternative courses of action open to the United 

States to achieve resolution of the problem. 





a 
y 


at EY OO 


et 


EE ad 


PN te 





DOSES Tt EET 


aoe 


64 GENERAL ACCOUNTING OFFICE OPERATIONS IN EUROPE 


’ 


B. REVIEW OF THE “NO-PROFITS’’ DATA SUBMITTED BY GOVERNMENTS 


Conclusions 

Additional specific instructions are required to define the respon- 
sibilities and functions of the various agencies involved in the review 
of the no-profits data submitted by governments. This conclusion 
is based on discussions with service audit and procurement personnel. 

The joint State-Defense message of October 24, 1955, adopted a 
sound position in considering it not feasible to provide a detailed 
definition or formula for determination of what constitutes profits. 
Similarly, the joint State-Defense message position that no detailed 
audits of individual contracts would be undertaken is also considered 
sound. However, with regard to whether computation of costs should 
be according to the cost accounting system of the governments con- 
cerned as stated in the joint State-Defense message, some further 
clarification appears to be required. 

Discussion 

The joint State-Defense message set forth the following points as 
regards cost accounting and audits of no-profits data, as the same 
becomes available from the no-profits negotiations: 

1. It is not considered feasible to define profits. 

Defense representative, North Atlantic and Mediterranean 
areas, will be prepared to furnish criteria for profit determination 
oes on allowable costs under United States principles. 

3. In general, costs should be computed according to the 
commie y's ace ounting system. 

4. No detailed audit of individual contracts will be made, but 
the United States should reserve the right to do so to the extent 
considered necessary. 

The General Accounting Office, in its November 13, 1956, report, 
expressed certain reservations with regard to the State-Defense 
position which can be summarized as follows: 

Inherent in any concept of “profits” is the necessity for 
prescribing criteria under which proposed elements of costs are 
to be considered. 

European cost accounting systems cannot always be relied 
upon to develop costs in a systematic and logical manner. 

3. Resolution of the problem of determining profits must be 
accomplished on the basis of broad understandings of what each 
party to an agreement contemplates in using the word *‘profits.”’ 

4. Defense representative, North Atlantic and Mediterranean 
areas, should issue supplementary instructions delineating the 
position of the United States. 

As offshore procurement contract completions progress, and profit 
and loss results are received, the last point made by the General 
Accounting Office appears to be particularly pertinent. Discussions 
with the Deputy Chief, Army Audit Agency, and one of his principal 
assistants, with United States Army, Europe, G-4 procurement per- 
sonnel and with the commanding officer, ordnance procurement center, 
disclosed a need for clarification as to what their functions and respon- 
sibilities were in the review of data submitted by governments under 
the no-profits provision of the offshore procurement memorandums of 
understanding. Procurement and audit personnel had no written 
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instructions as to what audits or reviews were to be made and what 
principles were to be followed. 

Consideration of the desirability of issuing more specific instructions 
for use by audit and procurement personnel of the military services 
in Europe at this time is also required to provide for the orderly and 
eventual transfer of responsibilities in this area from Defense Repre- 
sentative, North Atlantic and Mediterranean Areas to United States 
Commander in Chief, European Command. 

Country governments are currently submitting no-profits data for 
each completed government-to-government contract in the form of a 
one-line entry for profit or loss. Data in this detail is not amenable 
to adequate review or audit by procurement services. Unless such 
data is to be accepted as being valid on the basis of the country certi- 
fication, additional cost breakdowns will be required to permit some- 
thing more than a perfunctory review by United States agencies. It 
should be noted, in this connection, that the offshore procurement 
memorandums of understanding in most cases provide that “the 
United States shall have access to such documents and accounting 
data as may be necessary to determine the facts.”’ 

Recommendations 


It is recommended that procedures with regard to review of no- 
profits data submitted by governments in accordance with the offshore 
procurement bilaterals be developed by United States Commander 
in Chief, European Command, in conjunction with the procurement 
and audit services and with the General Accounting Office (European 
Branch), and giving recognition to the following considerations: 

1. It is neither feasible nor desirable to make a detailed review 
and/or audit of all profit and loss data submitted by the governments. 
All government-to-government contracts over $500,000 for which 
profit and loss data is submitted should be reviewed initially in 
accordance with the procedures developed by commander in chief, 
European Command and, depending on the results of one or more 
reviews, the reviews can be further limited or expanded. 

The review of no-profits data submitted by the country govern- 
ments should be made by the contracting officers and cost analysts of 
the procurement service which had executed the contracts. Where 
the review discloses questionable items of cost or other factors of 
doubtful validity, from an accounting viewpoint, bearing on the profit 
factor, United States commander in chief, European Command should 
arrange through the appropriate embassy for the examination of such 
additional documents as necessary to resolve the questionable data. 

3. In reviewing no-profits data, the contracting officers, cost ana- 
lysts, and auditors should adhere to the same accounting principles 
and concepts used in price redetermination audits and ne gotiations. 
It is recognized that such principles and concepts may be at variance 
with those of the country government and such significant differences 
as may arise should be made the subject of negotiations between the 
United States embassies and the country governments concerned, 
ae by procurement and audit personnel of the services. 

The following specific audit techniques are suggested for com- 
uaa rin chief, European Command’s consideration: 

(a) Where most or all of the production on a government-to- 
government contract has been subcontracted, review of the no- 
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profits data can be limited to a check of the subcontract costs to 

insure that the total of such costs are not less than the price paid 

by the United States. 

(6) Where a significant part of the prime contract was under- 
taken in a government arsenal or other facility, cost breakdowns 
should be obtained in sufficient detail to permit an evaluation of 
the propriety of such major cost factors as labor, material, and 
overhead. United States commander in chief, European Com- 
mand should develop with the procurement and audit services, 
the type of cost breakdowns required. 

(c) In addition to or in lieu of the procedure in (6) above, con- 
sideration should also be given to the feasibility and desirability 
of undertaking limited surveys of the accounting system of a 
government facility, especially in instances such as Monopole des 
Poudres (France) which is a major producer under the offshore 
procurement program. The objective of such surveys would be 
to establish whether the accounting system and accounting 
principles utilized result in profit-and-loss data which generally 
can be accepted by the United States. 

. Procurement personnel have the responsibility for considering 
any api all facts which they have in their possession and which may 
have a bearing on the validity of the no-profits data. For example, it 
it appears that a government has not reported on contracts which the 
procurement services know to be complete, this should be reported to 
the commander-in-chief, European command. Similarly, the review 
by the procurement services should encompass checking the no- 
profits data to insure that such data involves corporations deter- 
mined by United States—country government agreement to be govern- 
ment instrumentalities either as prime or subcontractors. A further 
example would be where a governmental agency is the sole producer of 
propellant for all prime ammunition contractors in the country and 
where prices charged in the same period varied sufficiently to raise the 
presumption that some profits are accruing to the government agency. 

In those instances in which the data submitted by the country 
government involves a government-owned corporation, either as a 
prime contractor or subcontractor, the review by the procurement 
services should involve reference to such redetermination audit data 
as may be available and a comparison of profits allowed in the rede- 
termined price with the profits shown by the government, Differ- 
ences of this kind should be brought to the commander-in-chief, 
European command’s attention for resolution by the embassy in the 
government-to-government discussion based on such additional audit 
verification of the government’s figures as may be necessary. 


C. PATENT ROYALTIES 
Conclusions 

1. High-level negotiations with the British Government over a 
period of years on the exclusion of United Kingdom Government 
royalty charges from all offshore procurement contracts resulted in 
recognition by both sides that United States exemption in this matter 
was provided by the Patent and Technical Information Interchange 
Agreement dated January 1953 which applies to royalty payments 
after the date of the agreement. 
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2. Similar patent and technical information interchange agreements 
have been made with France, Italy, Belgium, Norway, the Nether- 
lands, Greece, Germany, and Turke 

3. A standard clause used in all offshore procurement contracts over 
$10,000 provides that the contracting officer shall obtain statements 
from the contractor as to royalties included in the contract price. 
Such reported royalties are reviewed by the appropriate legal offices of 
the procurement services as to propriety and allowability. Where 
question arises as to royalty payments exempted by the agreements 
the matter is handled by Defense representative, North Atlantic and 
Mediterranean Areas in government-to-government negotiations’ 

4. Discussion with United States Army, Europe, procurement and 
legal staff (G-4 and JA) and with Defense representative, North 
Atlantic and Mediterranean Areas staff disclosed no instances, other 
than the cases cited in the General Accounting Office report, in which 
foreign government royalties were involved. 

5. The team therefore concludes that existing procedures are 
adequate to ascertain government royalties and to provide for a re- 
view of the propriety of such charges. 

Discussion 


A General Accounting Office report in 1953 pointed out that certain 
contracts with private firms in the United Kingdom and in Italy 
contained charges for royalties on patents held by the Government of 
the United Kingdom and questioned the propriety of such charges in 
offshore procurement contracts. Concurrently with the discussions 
on the matter of research and development charges, the United States 
pressed its position that royalties to the Government of the United 
Kingdom should not be applied to any offshore procurement contracts. 

The British view consistently maintained throughout the discussions 
has been that the question is covered by the Patent and Technical 
Information Interchange Agreement of January 1953 in which it was 
agreed that: 

“When an invention owned by one contracting government is used 
by the other contracting government for defense purposes such use 
shall * * * be without cost to such other government.” 

The British pointed out further that the agreement had an effective 
date of January 1953 and that royalty payments prior to that date 
could not be refunded. This position was accepted by the United 
States in June 1957. 

Similar patent and technical information interchange agreements 
are in force with North Atlantic Treaty Organization countries. 

The details of royalty charges included in contract prices are ob- 
tained through a standard reporting-of-royalties clause in all nego- 
tiated contracts over $10,000 and are reviewed by legal staff of the 
military services, apart from the no-profits procedures. Discussion 
with G4 and Judge Advocate personnel at United States Army, 
Europe, Headquarters and a review of the available data on royalties 
at United States Army, Europe, Headquarters, and discussion with 
Defense representative, North Atlantic and Mediterranean Area, staff 
responsible for considering such royalties as come within the patent 
and technical information interchange agreements, disclosed no 
evidence of government royalty charges other than those disclosed by 
the audits of the General Accounting Office and covered by the agree- 
ment with the United Kingdom. 
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The existing procedures for reporting royalties and for a review of 
their propriety is a matter for the military services in their admin- 
istration of contracts. Such procedures appear sound, the only 
question being one of whether the contracting officers are obtaining 
data in all cases on royalty payments. However, this matter is out- 
side the purview of this team since it is not related to no-profits 
implementation and procedures. 


Recommendations 
None. 


D. RESEARCH AND DEVELOPMENT CHARGES 
Conclusions 


1. High level negotiations over a period of several years have taken 
place with the United Kingdom on the exclusion from offshore pro- 
curement current prices of United Kingdom Government research and 
development charges. An agreement was achieved in June 1957 in 
which the United Kingdom agreed to waive these charges in all future 
offshore procurement contracts for materiel for other members of 
North Atlantic Treaty Organization and the Baghdad Pact except 
where additional research and development expenditures have been 
specifically incurred in the execution of such contracts. 

2. The position of the United Kingdom, maintained throughout 
the discussions and embodied in the agreement, is that research and 
development charges are proper for inclusion in offshore procurement 
contract prices but that, in the interest of Anglo-American relations, 
such charges would be waived in all future contracts for materiel for 
other members of North Atlantic Treaty Organization and the Bagh- 
dad Pact. 

3. The United States position, as stated in a joint State-Defense 
message has been that such charges should be contributed by other 
governments in the spirit of mutual defense assistance. Since the 
Government of the United Kingdom has, in effect, agreed to this posi- 
tion, equitable treatment of our North Atlantic Treaty Organization 
Allies requires the discussion of this principle with other governments 
as regards future United States procurement of items for the North 
Atlantic Treaty Organization countries. 


5 
Discussion 


A review of offshore procurement contracts by the General Account- 
ing Office in 1953 disclosed that the prices for certain items obtained 
in the United Kingdom included amounts for research and develop- 
ment to be paid by offshore procurement contractors to the United 
Kingdom Government. The General Accounting Office brought this 
matter to the attention of the Secretary of Defense who in a letter to 
the Secretary of State stated that he considered such charges to be 
improper and, in view of the importance of the principle involved, 
requested that the matter be taken up with the United Kingdom 
Government at the highest diplomatic level. 

The joint State-Defense message of October 24, 1955, set forth the 
argument that research and development charges should be ‘‘con- 
tributed” by other governments in the spirit of mutual defense as- 
sistance and should not be items of expense to the United States 
under offshore procurement contracts. The United States Embassy, 
London, was directed to seek reimbursement from the United Kingdom 
Government for charges for normal research and development paid in 
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completed offshore procurement contracts and a waiver of such 
charges in future contracts, regardless of the destination of the items. 

In earlier negotiations between the United States Embassy, London, 
and the United Kingdom, the United Kingdom maintained that 
charges for research and development have always been regarded as 
elements which may properly be included in the cost to the United 
Kingdom Government, but agreed that, in view of the objections 
raised by the United States, it would waive such charges in future 
offshore procurement contracts for equipment which is to be handed 
over to the United Kingdom forces. 

On receiving instructions to resume negotiations in this matter, 
the United States Embassy started discussions with the United 
Kingdom and on October 26, 1956, pointed out to the United King- 
dom Government that in the view of the United States, offshore 
procurement contracts are not purely commercial transactions but 
are designed to provide equipment for the use of North Atlantic 
Treaty Organization partners in the common defense, and that under 
these circumstances the various North Atlantic Treaty Organization 
partners should not make charges for their own research and develop- 
ment in contracts where the product involved is destined for use by 
any one of the North Atlantic Treaty Organization partners. 

The United Kingdom stated, in reply, that the inclusion of charges 
for research and development in offshore procurement contracts is 
fair and reasonable and fully consistent with normal practice in the 
sale of arms to allied countries, whether in North Atlantic Treaty 
Organization or the Commonwealth. However, in the interest of 
Anglo-American relations, the United Kingdom agreed to waive 
these charges in all future offshore procurement contracts for supplies 
to other members of North Atlantic Treaty Organization and the 
Baghdad Pact, except where additional research and development 
expenditure has been specificially incurred in the execution of such 
contracts. 

It is likely that future offshore procurement contracts may involve 
the question of the propriety of governmental research and develop- 
ment charges. For example, the recent procurement of antitank 
missiles in France involved discussions of the propriety of a 3-percent 
fee included in the contract price for payment to the Ministry of Air 
of the French Government and concerning which negotiations are 
presently underway. 

The necessity of discussing the exclusion of research and develop- 
ment costs on the same basis as that agreed in the United States- 
United Kingdom negotiations is further emphasized by the possibility 
of future offshore procurement of missiles and other weapons systems. 

That other North Atlantic Treaty Organization countries may 
readily agree to elimination of research and development charges is 
indicated in the case cited by the Comptroller General involving the 
French firm Thomson-Houston in which the French Government 
agreed to absorb all such charges and exclude them from the contract 
price. 


Recommendations 


1. Negotiations be undertaken by United States embassies with the 
North Atlantic Treaty Organization countries to achieve a similar 
agreement to that reached with the United Kingdom; recognizing 
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that the United States has no legal or contractual right to demand 
the exclusion of research and development charges. 

2. When agreements have been reached on the exclusion of such 
charges, United States commander-in-chief, European Command 
should insure that appropriate instructions are issued to procurement 
agencies to eliminate governmental research and development charges 
from offshore procurement contract prices. 


E, CHARGES FOR RENTAL OF GOVERNMENT-OWNED EQUIPMENT 


Conclusion 

1. Negotiations with United Kingdom, which resulted in an 
agreement to exclude from offshore procurement contracts after 
June 12, 1957, any charges for Government-owned tools furnished 
under the additional military production program adequately protects 
United States interests in respect to future contracts. 

2. The United Kingdom has also agreed to examine the feasibility 
of establishing the amount of such charges in past offshore procure- 
ment contracts, without prejudice to its position on any claim for 
reimbursement. United States Commander in Chief, European 
Command, is actively participating in this examination, and the 
action taken to date is sound. 

3. Lesser quantities of machine tools were furnished other coun- 
tries, notably France, but about 7 years have elapsed since these 
tools were provided under the additional military production program; 
in addition, there is generally a lack of data as to charges for such 
tools in offshore procurement contracts and little likelihood of iden- 
tifying such charges. 

Discussion 

In December 1953 the GAO reported to the Department of Defense 
that the offshore procurement contracts between the United States 
and British Thomson-Houston Co., Ltd., contained a charge for 
United Kingdom Government-owned tools and recommended deletion 
of these charges. Subsequently, the GAO called United States Army, 
Europe’s and United States Air Force in Europe’s attention to the 
possibility that offshore procurement contract prices included a 
charge for rental or amortization of machine tools furnished foreign 
governments under the additional military production program and 
leased to private offshore procurement contractors. In the case of the 
United Kingdom, the total additional military production value of 
machine tools furnished amounted to about $125 million. 

The State-Defense position in this matter has been that, if charges 
for the rental of government-owned facilities and equipment are not 
imposed in the case of procurement contracts for the British armed 
services, the United States should enjoy the same privilege, and if 
the British military are not exempt from these charges they are 
proper to the extent they do not exceed actual recovere ed costs. 

In the case of the additional military production machine tools 
given to the United Kingdom, State and Defense recommended that 
steps should be taken to obtain waiver of future charges for rental of 
this equipment to the extent it is used on offshore procurement 
contracts. 

Protracted negotiations have been underway since 1954 between 
the United States Embassy and the United Kingdom. Agreement 
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was finally reached with the United Kingdom providing for the 
exclusion of the additional military production machine-tool charges 
from contracts negotiated after June 12, 1957, and to a further 
examination by the United Kingdom of the feasibility of assessing 
the amount of such charges in past contracts, without prejudice to 
its position on any claim for reimbursement. 

Team discussions with European Command personnel indicated 
thas the following actions have been taken to implement the United 
Kingdom agreement. 

1. The United Kingdom Ministry of Supply will send a letter to 
all firms to which additional military production tools are rented 
with instructions that no rental charges for such tools are to be 
included in offshore procurement contract prices. 

2. The list of firms leasing additional military production tools will 
be obtained by European Command from the Ministry of Supply. 
European Command will transmit this list to the procurement services 
for their use in negotiating future contracts. 

3. The procurement service, upon award of any contract in the 
United Kingdom will send a notice of contract award (DD form 350) 
to the Ministry of Supply so that the latter can assure exclusion of 
additional military production machine-tool charges. 

4. With regard to past charges for additional military production 
tools, the United Kingdom has agreed to examine a representative 
number of contracts (aircraft, ammunition, electronics, etc.) selected 
by European Command in which additional military production 
machine-tool rental charges were included in the contract prices. 
The data thus obtained will be used by the United Kingdom to arrive 
at an estimate of the probable charges included in past offshore 
procurement contract prices. 

With regard to additional military production machine tools fur- 
nished to other countries, the team was able to locate, from General 
Accounting Office files, a listing of the dollar value, recipient country, 
production project and other data. A review of this list disclosed 
that France was the only other country receiving substantial quanti- 
ties of tools, amounting to about $20 million. Of this amount, the 
team could estimate that about half of such tools were provided for 
the manufacture of items of the types subsequently produced under 
offshore procurement contracts. However, this data did not show 
which firms in France rented or purchased the additional military 
production machine tools involved. 

In discussing this problem with procurement personnel it was 
pointed out that even if a list of firms could be obtained and checked 
against offshore procurement contractors, the following difficulties 
would present themselves: 

1. Generally, the record of contract negotiations, preaward sur- 
veys, cost breakdowns, etc., do not include any indication that 
machine-tool rentals are included in the contract price. Such charges 
would normally be included in overhead costs. 

2. The additional military production machine tools may have 
been utilized in other than offshore procurement contracts and it is 
unlikely that contractor’s records permit any possibility of prorating 
costs. 

3. The likelihood of identifying additional military production 
machine tools is small since the contractor’s facilities would normally 
commingle such machine tools with those obtained from other sources. 
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In addition, it should be recognized that these machine tools were 
originally provided in 1951, and that no specific evidence has come to 
the team’s attention that any charges for such tools, other than in 
the United Kingdom has been included in offshore-procurement 
contract prices. 

Recommendations 


1. United States commander-in-chief, European Command should 
pursue with the United Kingdom Government the assessment of past 
charges for additional military production machine tool rentals in- 
cluded in offshore-procurement. prices. 

2. It is not administratively feasible to attempt examination in 
other countries similar to those in the United Kingdom. 


PART III 


Brier Résumé or No-Prorirs NEGOTIATIONS 
General 

The negotiations have included two major efforts by Defense 
representative, North Atlantic and Mediterranean Areas, jointly with 
the respective American embassies concerned, and with support and 
information furnished by commander-in-chief, European Command, 
and the United States services. Those efforts have been (a) to resolve 
specific problems in certain countries as summarized below, and 
(6) contemporaneously to set up orderly procedures and principles in 
all pertinent countries for review of profit and loss results of offshore- 
procurement contracts as completed. Both efforts involve imple- 
mentation of previously agreed no-profits clauses in overall offshore- 
procurement memorandums of understanding with the objective of 
recovering any profits which may be due the United States. 

Exhibit B indicates relative ranges country-by-country of the total 
values of offshore-procurement contracts for the years indicated, 
including those heretofore completed and many not yet completed. 
As they indicate, the largest amounts are in France, the United 
Kingdom and Italy with relatively much smaller amounts in the others 
including Belgium, the Netherlands, Denmark, Greece, and Spain. 
Since those figures include many contracts with private firms, which 
are not involved in the negotiations, the amounts which might involve 
any possible Government profits are very much smaller; and the rela- 
tive importance of negotiations in each country depends upon the 
areas where there seems any possibility of potential net governmental 
profits as discussed below. 


Joint instructions of State and Defense 

These efforts have been made under general guidance of joint in- 
structions of State and Defense, as previously prescribed and currently 
supplemented at times. In each country, as prescribed by such instruc- 
tions, negotiations have been conducted under supervision of the 
ambassador with the embassy playing a leading role, and with De- 
fense representative, North Atlantic and Mediterranean Areas pro- 
viding advice and assistance to the respective embassies as well as 
coordination for Defense regarding the entire project. 


Central project concurrent with service administration 


This project for centralized no-profits negotiations through diplo- 
matic channels was designed and conducted to implement the existing 
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no-profits clauses in offshore procurement memorandums of under- 
standing. Thus it is directed toward enforcement of the provisions 
of those agreements as previously negotiated, and in accordance with 
the instructions of State and Defense. With one exception relating 
to Government-controlled corporations, the centralized project has 
not superseded separate efforts made before and contemporaneously 
by the respective services to avoid and eliminate governmental 
profits in the letting and administration of offshore procurement 
contracts. At the same time, the project has forcefully emphasized 
to other countries concerned and to American procurement officials 
the general United States policy on this subject. 

Special problems in certain countries 

Concurrently with the establishment of general procedures in all 
affected countries, as outlined below, special problems in certain 
countries have been the subject of particular efforts. Most important, 
in Italy and Spain, has been the problem of corporations believed to 
be controlled by the respective Governments and receiving possible 
profits from offshore procurement contracts. In Spain, as a result of 
this project, the Government fully agreed that such contracts should 
be included in the no-profits review, and also specifically relieved the 
United States of any payment of such corporate profits in one con- 
tract. In Italy, where the problem is particularly complex and 
affected by unusual considerations, despite vigorous American efforts 
in the negotiations the Italian Government has not so far agreed to 
this principle (see exhibit C). 

Meanwhile, in both Italy and Spain the general procedures pro- 
posed by the Americans for implementation of the no-profits clause 
were accepted for all government-to-government contracts. These 
involve certification of profit and loss results from all such contracts as 
completed and these procedures have been carried forward as rapidly 
as contract completion permits. 

In France, in a very much smaller proportion, a similar problem 
may exist regarding government-controlled corporations. The French 
Government has not as yet finally accepted the American view, and 
the question remains under negotiation. Meanwhile, the general 
review and certification of profit-and-loss figures of all offshore pro- 
curement contracts is proceeding. These are conducted in France 
along lines previously established in the separate no-profits reviews 
and certifications under the Lisbon budget-support programs of 
1952 and 1953. Those prior no-profits reviews, which established 
losses suffered by the French Government, were kept separate and 
first completed in order to make clear that such losses would not be 
deductible in the general no-profits negotiations, and at the same 
time provided a useful pattern of procedure which is mutually 
acceptable. 

In Denmark, while substantially completing the negotiations in 
1956 and 1957, special attention was directed to the status of various 
cooperatives through which substantial purchases of milk, butter, 
eggs, and fish are made by the United States Army. It was found 
that such cooperatives, which had been organized principally among 
the local farmers in Denmark, are not owned, controlled, nor directed 
by the Government. 

In the United Kingdom, in addition to the offshore procurement 
no-profits (or excess receipts) negotiations in which extensive detailed 
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figures have been furnished and are now under review, separate but 
related negotiations were conducted with substantial results relating 
to research and development charges and machine-tool rentals in- 
volved in offshore procurement contracts. This involved the negotia- 
tion of a new agreement with the Government, as compared with the 
no-profits negotiations, which involve rather the implementation of 
the offshore procurement memorandums of understanding negotiated 
in earlier years. This new agreement or mutual understanding, in 
which the British Government withdrew from their previous firm 
stand and made certain concessions, is now in process of implementa- 
tion by a team of technical experts. 

General negotiations—Procedural implementation 

Negotiations have been pending in various stages in Belgium, 
Denmark, France, Italy, Luxembourg, the Netherlands, Norway, 
Spain, and the United Kingdom. In all of these, with the possible 
exception of Italy (see above), negotiations are now very close to a 
point where they can be continued along established patterns by the 
embassies with technical support from Commander in Chief, Euro- 
pean Command, and the services without further participation by 
Defense representative, North Atlantic and Mediterranean Areas. 
This should be even more fully the case in the few remaining countries 
where amounts are relatively small and problems few: Germany, 
Greece, Turkey, and Yugoslavia. 

Summary of negotiations by country 

Norway.—Negotiations commenced early in May 1956, after 
previous investigation and meetings; general procedures and principles 
determined; figures and certifications received on contracts completed 
aggregating about $22 million (including government-owned corpora- 
tions) and involving a governmental deficit of about $600,000 (exclud- 
ing possible additional governmental expenses). On a total of about 
$31 million of offshore-procurement contracts including those not then 
completed, a governmental loss of about $1,125,000 was expected, this 
to be covered by such review and certification. 

Italy.— Negotiations commenced early in June 1956, after extensive 
previous investigation and meetings; general procedure mutually 
agreed; found no government-to-government contracts completed 
as yet of approximately $35 million total in Italy but received commit- 
ment that pertinent figures and certification regarding those would be 
furnished as contracts completed; proceeded with intergovernmental 
investigation and discussion regarding status of corporations believed 
to be government-controlled and holding offshore-procurement con- 
tracts, presenting American views and considering counterviews of 
Italian Government. American position restated and pressed from 
time to time by Embassy and Defense representative, North Atlantic 
and Mediterranean Areas (see exhibits C and D). 

About $3 million aggregate value of the $35 million total in Italy 
of government-to-government contracts have been completed during 
1957, and the results of the same are now in process of certification 
and review as agreed. (See exhibit E.) 

Denmark.—N egotiations commenced in August 1956, after previous 
investigation and meetings; general procedures and principles deter- 
mined; figures and certifications received on contracts completed and 
approaching completion aggregating about $11 million (including 1 
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important government subcontract from a private firm) on which 
governmental losses of over $1,350,000 have been demonstrated. 

Spain.—Negotiations commenced in November 1956, after previous 
investigation and meetings; general procedures and principles deter- 

‘mined; certification thereafter received in 1957 regarding all com- 
pleted government-to-government contracts demonstrating Govern- 
ment losses, to be followed by subsequent figures and certification as 
additional contracts completed. After some months’ delays, the 
Spanish Government accepted the American contention that all con- 
tracts held by Government-controlled corporations such as BAZAN 
must be included in such certification. 

Previously, in July 1956 in consultation with Defense representa- 
tive, North Atlantic and Mediterranean Area, United States Navy 
obtained agreement from Spanish on ship modernization contract 
that the United States would not pay any profits for BAZAN or 
affiliates. Under that revised contract, the Spanish Government has 
separately budgeted and paid certain amounts to cover necessary 
profits for those corporations as agreed. 

United Kingdom.—Separate negotiations regarding research and 
development charges and machine tool rentals involved in offshore 
procurement contracts, previously unsuccessful in 1954, were re- 
newed in 1956 with substantial success as mentioned above. 

The following relates to the no-profits negotiations for refund of any 
excess receipts realized by the Government. Negotiations com- 
menced in February 1957, after previous investigation and meetings 
general proc edures and principles determined ; figures and cartifiea. 
tions received on contracts completed through 1956. On a total of 
about $5 million of such government-to-government contracts on 
which final costs had been determined by December 31, 1956, the 
Government of the United Kingdom has certified a net loss of about 
$91,600 (these figures derived from sterling at $2.80). The Govern- 
ment is now in process of completing figures on additional contracts 
through 1957. 

Belgium.—Preliminary studies and meetings during 1956 had indi- 
cated bulk of pertinent contracts not yet completed and no likelihood 
of governmental profits. Negotiations commenced in August 1957 
to establish general procedure, which was mutually agreed. The 
Belgian Government now in process of furnishing pertinent figures on 
completed contracts. 

Netherlands.—Preliminary studies and meetings during 1956 had 
indicated bulk of pertinent contracts not yet completed and no likeli- 
hood of governmental profits. Negotiations commenced in Septem- 
ber 1957 to establish general procedure, which was mutually agreed. 
The Netherlands Government now in process of furnishing pertinent 
figures on completed contracts. 

Luzembourg.—Neither commander in chief, Europe, nor any of the 
United States services had indicated any contracts in Luxembourg 
from which governmental profits might arise. Discussion and in- 
quiries to Embassy have confirmed that there are no such contracts 
in Luxembourg, but Embassy has been requested to advise if any such 
problems arise requiring negotiation. 

Remaining countries.— -As indicated in figures shown in exhibit B, 
the number and magnitude of pertinent offshore procurement con- 
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tracts is relatively much smaller in the remaining countries: Germany, 
Greece, Turkey, and Yugoslavia. In Germany, the offshore procure- 
ment program is relatively new and the memorandum of understand- 
ing did not become effective until last year. Nevertheless, it is 
planned to set up in these countries soon review and certification pro- 
cedures so far as is necessary or appropriate, along the same general 
patterns already established in the more important countries. 


(Exhibit A) 
LEeTreR From SpanisH MINISTRY OF MARINE TO NAVSHIPLO, MADRID 


(Captain Blanco to Commander Caracciolo) 


C. E. M. A. 
Serial 4278 


Comdr. F. Caraccio1o, 
NAVSHIPLO, Madrid. 
Maprip, December 16, 1955. 

My Dear Commanper Caraccioto: I have the pleasure of 
answering your letter serial 258, dated November 23. 

As you indicate, in the informal meetings held at your request, 
Colonel Romano and Lieutenant Colonel Guzman representing the 
navy, and Messrs. Morales and Merino representing BAZAN, main- 
tained the position of the navy to the effect that BAZAN cannot be 
considered an agent of the Spanish Government. 

BAZAN is a stock company (corporation) incorporated on July 
11, 1947, by virtue of a charter registered before a notary public in 
Madrid. Its primary mission is the execution of naval programs and 
associated tasks in accordance with the provisions of the law of May 
11, 1942, and pursuant to the contract which regulates its relations 
with the Navy Ministry, during the duration of which BAZAN has 
been granted the use of naval factories in the same manner as the 
Sociedad Espanola de Construccion Naval had the use of these 
factories from 1909 to 1936. In these factories BAZAN can build 
and repair merchant vessels for other enterprises or individuals, and 
can engage, in accordance with its bylaws, in any other industrial 
activities official or private which are within their technical capability. 

As a stock company it is governed by the rules and regulations 
covering this type of enterprise and is registered in the Commercial 
Registry of Madrid, where its main offices are located. 

It has a capital stock of 350 million pesetas, which has been gradu- 
ally paid out since its incorporation and is totally paid out at the 
present time. This capital is divided into two classes of registered 
stock, A and B, the first at 50,000 pesetas par value represent 
175,050,000 pesetas capital; the second, at 1,000 pesetas par value, 
representing 174,950,000 pesetas capital. Both classes of stock are 
owned by the National Industrial Institute (INI); the first are non- 
transferable and the second can be possessed by any Spanish person or 
enterprise at any time the present owner deems it convenient. 

The fiscal position of BAZAN is the same as that of any other pri- 
vate capital stock company, and the benefits of temporary exemptions 
it enjoys, 50 percent on certain taxes, are the same ones granted to 
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private capital enterprises in accordance with the law of October 24, 
1939, on protection to industries of a national interest. 

Thus, it is clearly defined that in accordance with its charter, 
BAZAN is legally a private corporation. 

As a consequence of the referred-to contract with the navy, BAZAN 
is the navy’s main contractor, entrusted with performing the navy’s 
work, for which the navy pays the corresponding industrial profit, 
which for naval jobs is a flat 10 percent of the estimated price. Based 
on this, and considering the provisions of a procedural agreement 
which establishes that the Government of the United States shall 
pay for the services rendered in Spain to United States vessels the same 
price paid by the Spanish Navy, it is understood that this same 
doctrine is applicable to the work performed by BAZAN and to be 
paid by the United States Government, there being no reason, there- 
fore, for not paying BAZAN profits for the job, the more so since 
BAZAN, having its own personality as stated above, is not, in any 
way, an agency of the Navy Ministry, inasmuch as this would be 
contrary to the contract system regulating its operation, which 
requires essentially the existence of two or more parties, and whose 
position is strengthened by the assignment of the industrial profit 
mentioned already. Neither is it an agency of the government or 
the state, since as a stock company it takes actions in its own name 
and behalf, and not in the name or behalf of any of the above-men- 
tioned entities. In relation with this, it should be stated that the 
position of BAZAN is entirely different from that existing when the 
state, of its own accord, develops industrial activities in the interest 
of national defense, as is the case, for example, with the ordnance 
factory at Trubia, and various others which could be mentioned, all 
of which are army organizations, without the legal capacity or capital 
of private enterprises, and which function as administrative agencies 
entirely subject to the provisions of the law of accounting and admin- 
istration of the state and to those established by the Army Ministry 
on which they depend, to whom all their supporting expenses are 
charged, through credits in the budget of the state, there being no 
charge for profits in their estimates, but only the payment for the 
actual costs incurred in performing the work. Their permanent 
personnel comprise senior and junior officers, noncommissioned offi- 
cers, and auxiliary technical personnel who are employees of the state, 
and their laborers under contract are subject to special rules estab- 
lished by the Army Ministry. There is a difference with BAZAN 
personnel, who are personnel of a private enterprise, governed by the 
labor laws established by the Ministry of Labor, like the personnel of 
other industrial enterprises of the same class, in regard to initial 
employment, promotion, pay, labor discipline, accidents, social 
security, and social work. In the latter respect they are affiliated 
with the same labor mutualities as the personnel of metal industries 
or civil engineering works, depending upon classification. 

The relationship of BAZAN to the National Industrial Institute is 
none other than that stemming from the fact that the National 
Industrial Institute owns BAZAN’s A and B stock. The latter stock 
can be transferred by the National Industrial Institute at any time 
to other persons or enterprises, but the former may not be transferred 
inasmuch as the primary mission of BAZAN is the performance of 
naval programs and associated tasks. This limitation is a measure 
of guaranty analogous to the ones generally established by the law 
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of November 24, 1939, relative to capital, which must be solely 
Spanish in national defense industries. 

The amounts which BAZAN pays the National Industrial Institute 
as stock dividends are, after taking into account receipts from all 
other National Industrial Institute enterprises, distributed in part 
to defray the expenses of the National Industrial Institute and the 
remainder to the Finance Ministry. The Finance Ministry utilizes 
those funds received from the National Industrial Institute for amor- 
tization and interest payments on those bonds issued by the former 
in order to provide the National Industrial Institute’s working capital. 
These partial payments made to the Finance Ministry by the National 
Industrial Institute represent but a small portion of the National 
Industrial Institute’s debt to the Finance Ministry and thus cannot 
be employed for purposes other than the amortization of this debt 
and corresponding interest payments. 

For all the above, it can be appreciated that neither the Spanish 
state, nor any of its agencies or branches derives profits from BAZAN, 
whose mission is ver y important to national defense, and for whose 
establishment—essential to the state—there was no available bank 
credit inasmuch as this is a case of industrial activity at low interest 
rates and without the guaranty of continuity considered necessary 
by banking institutions, in addition to the fact that there is a scarcity 
of available capital in our modest national economy. 

Allow me to add that it is not possible to reach just conclusions 
unless the differences are considered between a modest economy, short 
of capital like the Spanish, and the economy of a powerful nation 
with a strong private economy like the United States. 

As a last word I want to state that everything above reflects the 
position of the Spanish Navy as the instrument that represents the 
Government in everything that concerns contract NObs—4045 for the 
modernization of vessels. 

Sincerely, 
ANTONIO BLANCO, 
Captain, Chief, CEMA. 





(Exhibit B) 
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Nore.—In addition to the above procurements for the military assistance program, offshore procurements 
in Europe involve purchases of materiel for United States forces and base construction amounting to about 
$2,200,000,000, most of which does not come within the offshore procurement memorandum of understand- 
ing and involves contracts between the U. S. Government and private firms 
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APPENDIX 3 


AssIsTANT SECRETARY OF DEFENSE, 
Washington, D. C., March 11, 1958. 
Hon. Witu1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 


Dear Mr. Dawson: Your letter of January 27, 1957, to the Secre- 
tary of Defense requested information as to action taken or con- 
templated on certain matters set forth in the ch report by the 
Committee on Government Operations. In our rep t Pebrasry 15, 
it was indicated that additional information eae be provided as 
soon as it became available. 

This response covers the subjects of the military assistance program 
and implementation of the no-profits clauses, as prepared by the 
Office of the Assistant Secretary (International ge ecurity Affairs). 
Additional reports, covering the remaining subjects mentioned in your 
January 27 request, and a report on Taiwan will be made available 
to you as soon as they are completed. 

he committee’s report included as exhibit K the conclusions and 
recommendations of the Comptroller General on the military assist- 
ance program as contained in his report to the Congress, dat ak Ange 
29, 1957. The Committee on Government Operations report recom- 
mends that the Department of Defense take immediate action to 
review and reappraise the military assistance program in the light of 
the Comptroller General’s conclusions and recommendations. It also 
requested that the Department of Defense report to the Committee 
on Government Operations ~~ April 1, 1958, the progress being made 
in accomplishing the remedial actions indicated.. 

The General Accounting Office findings and recommendations were 
particularly helpful in areas such as accounting and reporting defi- 
ciencies, procurement, implementation of the no-profits agreements, 
computation of requirements, internal audit, utilization of equipment, 
management of excesses and related programing, and supply and fiscal 
matters. Many of the deficiencies in these areas identified by the 
General Accounting Office represent past situations that have been 
corrected by Department of Defense action or that are in the process 
of being corrected. The General Accounting Office currently is work- 
ing with us constructively to correct some of these deficiencies. 

Some of the General Accounting Office comments were concerned 
with broader aspects of the military assistance program, such as 
realism of force objectives, mutual acceptability of force objectives, 
long-range program costs, and establishment of force objectives where 
the motivation for them is not primarily military. These matters 
relate directly to military and foreign policy, and their determination 
is much more complex than is apparent in the General Accounting 
Office report. As part of the progress report requested by your 
committee, there are included enclosures 1 and 2, which are statements 
on these matters that were made by Gen. Nathan F. Twining and 
Assistant Secretary Mansfield D. Sprague before the House Foreign 
Affairs Committee on February 20, 1958. These statements were 
responsive to the Comptroller General’s appearance before the same 
committee on February 18, when he summarized his general findings. 








80 GENERAL ACCOUNTING OFFICE OPERATIONS IN EUROPE 


Enclosure 3 contains the joint Defense-State-International Cooper- 
ation Administration comments on the Comptroller General’s country 
reports. Enclosure 4 is the Department of Defense comments on the 
General Accounting Office report on review of military assistance 
program redistribution of programed excesses. Enclosure 5 is a 
Department of Defense summary of the major problems involved in 
the implementation of the no-profits agreements. Attached to this 
summary is a report on the implementation of the no-profits agree- 
ments, prepared jointly by Defense-State-General Accounting Office 
staff members, after an intensive review and survey of current prob- 
lems with interested agencies in Europe. You will note that enclosures 
1, 3, and 4 are classified secret. 

The Comptroller General in his recent statement said, ‘‘We have 
been impressed with the efforts made by Defense officials to improve 
their administration of this complex and costly program and with the 
degree of improvement already attained.”” The General Accounting 
Office suggested that attention be given to the specific recommenda- 
tions made in their report so that additional improvements can be 
realized. This we are attempting to do in a systematic manner. We 
would like to assure your committee that we will continue to review 
and refine our methods and incorporate additional management 
improvements into our operations as rapidly as possible. 

Sincerely, 
W. J. McNet. 


-_ 
— 
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Washington, D.C. 


Dear Mr. Speaker: By direction of the Committee on Government 
Operations, I submit herewith the committee’s 23d report to the 
85th Congress. The committee’s report is based on a study made by 
its Special Government Information Subcommittee. 


Wituram L. Dawson, Chairman. 
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the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-THIRD REPORT 


SUBMITTED BY THE SPECIAL GOVERNMENT INFORMATION 
SUBCOMMITTEE 


On April 16, 1958, the Committee on Government Operations had 
before it for consideration a report of its special subcommittee 
entitled, “Availability of Information From Federal Departments 
and Agencies (Scientific Information and National Defense) .” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


I. IyrropuctTiIon 


Chairman William L. Dawson, of the House Government Opera- 
tions Committee, chartered the Special Government Information Sub- 
committee on June 9, 1955. 

In his letter authorizing the creation of the subcommittee, he or- 
dered a general study of the information activities of the Federal 
Government. Among other specific tasks, he also referred to the sub- 
committee the charges that “pertinent and timely information” was 
being denied to “trained and qualified research experts.” 
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On March 7, 8, and 9, 1956, the subcommittee took testimony from 
a panel of nine ‘outstanding ” American scientists, all of whom had 
made significant personal contributions to the advancement of science. 

On July 12, 1956, the subcommittee called Trevor Gardner, who 
had resigned 5 months earlier from the post of Assistant Secretary 
of the Air Force for Research and Development. 

On November 13, 1956, the subcommittee took testimony from the 
research and development representatives of the three services and the 
Department. of Defense. 

On November 18, 1957, the subcommittee recalled Trevor Gardner. 
One day later it heard Clifford C. Furnas, who in February of 1957 
had retired as Assistant Secretary of Defense for Research and 
Development. 

On January 20, 21 and 22, 1958, the subcommittee called five out- 
standing scientists in priv ate life to testify. In his opening statement 
at the recent hearings, Chairman John E. Moss s maa: 


The American scientist, now engaged in a deadly race with 
his Russian counterpart for mastery of space, is handicapped 
by two information problems. 

The first is excessive Government security regulations that 
have placed unwarranted curbs on his intellectual freedom 
and. that question his honesty and patriotism. The other 
problem is the rising tide of published information that 
threatens to engulf the scientists by its volume. 

This isa paradox of too little information on the one hand 
but too much in a useless form on the other. 

The problem of oppressive security regulations could be 
solved by realistic revisions of secrecy rules. Such revisions 
could produce a stimulating effect on science almost at once 

In hearings before the “House Government Information 
Subcommittee in March of 1956, a panel of distinguished 
scientists warned that the Nation could not buy security with 
secrecy. They urged the calculated risk of releasing certain 
basic scientific findings in the tradition of American in- 
tellectual freedom. These scientists asserted that this easing 
of oppressive security would stimulate our scientific progress 
and at the same time give the world a dramatic example 
of America’s devotion to the principle of freedom. 

This advice was ignored. 

Now the Congress has been asked by President Eisen- 
hower to ease restrictions on the international flow of scien- 
tific data to our allies. It is proper to ask the President 
whether, by administrative diractive, the Pentagon will ex- 
tend the same courtesy of supplying more Government infor- 

mation to our own scientists, universities, and industries 
(Special Eee on Government Inform: ation hear- 
ings, pp. 8435-3436) .? 


The chairman later explained the scope of the investigation into 
the availability and the flow of scientific and technological infor- 
mation: 


1 Unless otherwise noted, all page numbers in this report are from the printed record of 
hearings before the Special Subcommittee on Government Information of the House Com- 
mittee on Government Operations. 
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The subcommittee plans to continue its study of the scien- 
tific information problems by, first, taking a careful, ob- 
jective look at the methods scientists use to gather informa- 
tion. We will study also Government programs underway 
or planned to help make scientific information available and 
we will then seek advice on solutions of the scientific infor- 
mation problems. Our need is for a freer flow of scientific 
information without impairment of the real security of our 
Nation (hearings, p. 3436). 


This report deals with the effects of security-secreey regulations, 
as administered primarily by the Defense Department, upon the 
Nation’s scientific progress in a scientific age. 


II. ConciusIons 


This report on the availability of scientific and technological in- 
formation is not intended to convey every minor divergence of opinion 
expressed by the many expert witnesses testifying before the Special 
Subcommittee on Government Information. It does, however, clear- 
ly support the conclusion that excessive secrecy regulations—issued in 
the name of national security—have stifled the Nation’s scientific 
progress, 

In recent years, science and secrecy have collided head on in the 
United States. Thus far, secrecy has dominated. During the same 
period the United States appears to have lost the lead in some areas 
of scientific achievement. This was dramatically demonstrated to 
the world when Russia launched the Earth’s first two space satellites. 

It is apparent that restrictions on scientific information in the 
United States are closely related to the Nation’s loss of the first lap 
in the race into space. Evidence, set forth in this report, shows that: 

The onty real national security lies in scientific progress. 

Scientific progress relies heavily on a free exchange of ideas. 

Excessive restrictions on the free exchange of scientific ideas 
defeat national security. 

By compounding security regulations with restrictive rules, by 
adding “need-to-know” requirements to clearance procedures, the 
Federal Government has mired the American scientist in a 
swamp of secrecy. 

The study completed so far of the problems posed by burgeoning 
restrictions on the flow of scientific information supports the following 
initial conclusions: 

1. When a basic scientific discovery becomes applied science and is 
shaped into a weapon, that process as well as the workings of the 
weapon itself should be classified properly and guarded very closely. 
But between the two poles of pure scientific thinking and applied 
science lies a vast, ill-defined area of scientific knowledge and en- 
deavor. 

2. The Nation’s scientific progress, hence its very survival in this 
age of technology, has been severely hampered by excessive secrecy 
regulations administered by the Department of Defense. (See pt. 
VI of this report, p. 9.) ‘Too often, secrecy has been equated with 
security rather than giving security through scientific progress 
its true value. As one of the nation’s leading physicists warned 
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“* * * some day we may have to fight a war with pieces of paper 
marked ‘secret’ rather than weapons and men who are ready to fight.” 
(See pt. VI, p. 14.) 

3. One of the most confusing efforts of the advocates of excessive 
secrecy is the attempt to classify the basic laws of nature. In spite of 
repeated evidence that scientists of all nations arrive at the same 
theoretical conclusions based on the truths of nature—and arrive, 
roughly, at the same time—there is a continued effort to stretch the 
cloak of secrecy over this area of scientific endeavor. (See pt. LX, 
p. 19.) Instead, the nation should guard closely the elite security 
secrets in the field of applied science. To do otherwise pours count- 
less dollars and hours of research into discoveries which already have 
been made but which remain hidden in the security officer’s triple-lock 
safe. 

4. Once a bit of scientific information has been classified it is an 
uphill, often impossible, task to declassify it (pt. XVII, p.33). There 
is valid reason for maintaining security restrictions on war plans and 
weapons systems; it is absurd to continue the classification of scien- 
tific information long past the time when restriction is necessary. 
This delays the flow of ideas among scientists working on defense pro}- 
ects and blocks, completely, access by scientists outside the defense 
program. The urgent problems posed by a lack of a workable declassi- 
fication system for scientific information cannot be solved without top 
level attention in the executive branch of the Federal Government. 

5. The multiple-clearance system for scientists who need access to 
technological information also delays scientific progress. Under this 
system, a scientist who has been fully investigated and cleared by the 
Army for access to top secret information must get a second top secret 
clearance to do work for the Navy. And a third for the Atomic En- 
ergy Commission. And a fourth for the Air Force. (See pt. X XI, 
p- 45.) This procedure is an inefficient, uneconomic waste of time 
and money. A scientist loyal to his country by Army standards 
obviously is loyal by Navy, Air Force, and AEC standards. 

6. Superimposed on the procedure to clear scientists for access to 
classified information is the “need-to-know” criterion (pt. XXIII, 
p. 54). The origins of the “need-to-know” standard are shadowy; 
its definition is just as vague. But it has the effect of erecting another 
barrier between the American scientist and the information necessary 
to the performance of his duties. In the area of research and develop- 
ment, knowledge and need for it walk hand in hand. It is difficult 
to understand how a cleared scientist can demonstrate, to the satisfac- 
tion of a security officer, his need to know a particular item of infor- 
mation if the content of the item or, often, its very existence has been 
concealed from the scientist and the security officer. When the “need- 
to know” requirement is added to the multiple-clearance system, it is 
impossible for a scientist cleared for top secret by one agency to 
discuss freely his problems and ideas with another scientist possessing 
the same clearance from another agency. This is not only a gratuitous 
insult to the scientist but it slows the drive for scientific progress to a 
snail’s pace. 


III. RecomMMENDATIONS 


The study of the flow of scientific information is far from complete. 
Still to be explored are difficulties created by the increasing volume of 
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technical literature, the new concepts in the use of electronic computers 
to collate and disseminate scientific information, the translation of 
foreign scientific reports and other challenging questions vital to sci- 
entific progress. c : 

Other specific restrictions on scientific information are to be con- 
sidered in a future report on Defense Department information policies 
and practices. The following recommendations point up the fact that 
special consideration must be given to freeing American science from 
the straitjacket of excessive secrecy : 

1. Asystem of uniform security clearance, applying to scientists 
working for all agencies and all defense contractors, should be 
established to increase the efficiency and economy of the security 
clearance procedure. 

2. The “need-to-know” criterion should be abolished so that 
American scientists who have passed a rigid security clearance 
may have ready access to the technological information necessary 
to help the Nation regain scientific supremacy. 

3. There should be no attempts to hide discoveries of the basic 
laws of nature made in the past, present, or future. 


TV. Scrence AnD Man’s Procress 


On several occasions, the distinguished scientists who appeared 
before the subcommittee conveyed their deep convictions of the im- 
portance of science to man—not merely as an efficient means of de- 
fending himself, but as a road to a better life. Dr. Lloyd V. Berkner, 

resident of Associated Universities, Inc., and a member of the 
Presidente Science Advisory Council, put it this way: 


Human welfare and the advance of civilization have be- 
come so dependent upon technology emergent from science 
that a healthy science program has become the concern of 
every citizen. But the benefits of science are not economic 
and material alone—they enter to an ever-increasing extent 
in the human affairs of mankind—the literature, poetry, 
and humor—by expanding man’s comprehension of his 
environment (hearings, p. 3487). 

Dr. Warren Weaver, vice president of the Rockefeller Foundation 
and a former president of the American Association for the Advance- 
ment of Science, coupled his statement of faith in science with some 
observations on the lack of understanding of science and the scientist 
in America today: 

The concern of each one of us is that, as individuals and 
as a nation, our lives be characterized by safety and comfort, 
to be sure, but still more importantly by beauty and by 
goodness. 

A good many persons, especially if they are not scientists, 
think that science is doubtless essential for safety and com- 
fort, but irrelevant to beauty and goodness. 

I do not at all agree. I believe that science makes large 
contributions to the esthetic and moral aspects of life; and 


that it could make far greater ones if more people only 
knew what science really is (hearings, p. 3524). 








6 


AVAILABILITY OF INFORMATION 


But in a period when the United States apparently has lost ita 
lead in technology, Dr. Weaver warned against postsputnik hysteria 


that could lead to a disproportionate reliance on science: 


One striking example of the increasingly important role of science 
was the impact of the Soviet earth satellites on the international 
prestige of the Soviet Union and the United States. 


Other fields of activity (than Science), however do ad- 
mittedly contribute more directly and more importantly to 
beauty and goodness. And since safety and comfort are but 
shallow goals unless beauty and gindaees are also present, 
we must be certain that, in our fervent excitement over cer- 
tain recent events, we avoid hasty and ill-advised overem- 
phasis on science alone. 

Thinking for the moment only of the relation of science 
to our capacity to defend ourselves, we can recognize the 
vital magnitude of that relation without forgetting that, 
as an even more fundamental task, we must assure that we 
continue to have a national way of life which, in the worth 
of its culture and in the nobility of its ideals, deserves 
defending. 

It is a good thing that we have been shaken out of our 
complacency—that we rudely realize that we misestimated 
affairs (hearings, p. 3524). 


pointed out this new propaganda role of science. 


World reaction to scientific earth satellites illustrates 
clearly the extent to which genuine search for knowledge 
endows the originator with a position of respect and strength 
among the nations of the world. As I recently mentioned 
in Foreign Affairs (vol. 36, No. 2, January 1958, pp. 221- 
231): 

“Leaders of the Soviet bloc are now capitalizing on intel- 
lectual leadership as a means of acquiring an essential element 
of what Milovan Djilas calls the inherent need of those in 
power to be recognizable prototypes of brilliance and might 
(The New Class, New York, Praeger, 1957).” 

Consequently, it is not only desirable but also necessary to 
political leadership to sponsor a genuine and effective scien- 
tific activity to qualify that leadership in the eyes of the 
people of the world (hearings, p. 3437). 


And in a lighter vein on the sputniks: 


Dr. Weaver. I think it is quite clear that we underesti- 
mated the desirability of getting one of these little hunks of 
metal up there. * * * I think this was a mistake (hearings, 
p. 3545). 


He also quoted Sir Edward VY. Appleton, who had some telling 
observations on science and national survival: 


“T am strongly of the opinion that it is the scientist’s 
mission not only to uncover nature but also to interpret his 
results to his fellow men. Scientific knowledge is itself 
neutral. It is the use that is made of it that is good or evil. 








Dr. Berkner 
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Decisions concerning that use are not for the scientist alone. 
The layman must therefore make his own efforts at under- 
standing. To assist him, the scientist must, in turn, be ready 
to leave his laboratory to act as a guide” (hearings, p. 3534). 


And Dr. Weaver added his analysis of the American layman’s 
efforts at understanding: 


Although we live in a society permeated by science, it con- 
tinues, at least in some quarters, to be considered a little 
queer to know anything about science. Some preachers give 
os pious emphasis to the fact that they know nothing 
about science. 

The man in the street is often emphatic that he just can’t 
imagine what science really is, or what makes scientists tick. 

The statesmen—even the ones who have to legislate about 
atomic energy and nuclear weapons—sometimes seem almost 
to boast that they are ignorant of science. 

And yet it is so clear that in this modern world, science 
and politics are inextricably interrelated. One sees the whole 
unified picture in a single phrase—atoms for peace (hear- 
ings, p. 3534). 


V. INFORMATION AND THE ScIreNtTiFIC Mernop 


In seeking ways to assist the scientist with his informational prob- 
lems, the subcommittee sought an explanation of the so-called scientific 
method. 

Dr. Berkner said: 


Newton did not know he was looking for gravitation in the 
particular form that he later announced when he lay under 
the apple tree and the apple fell on his head. The inspira- 
tion came as a consequence of his acquiring a wide range of 
knowledge. Now, this is generally the fundamental procedure 
in the really great development of modern times. In those 
great developments with which I have been associated, the 
ideas have come from the interrelation of widely dispersed 
information. One could not possibly have dreamed in ad- 
vance that in assembling such information and associating 
it, the process would have led to a new development. 

The concept of invention only comes after you have the 
information (hearings, p. 738). 


Dr. Elmer Hutchisson, director of research, Case Institute of 
Technology, and wartime chief technical aide for submarine warfare, 
Office of Scientific Research and Development: 


Progress in science depends upon the fitting together of a 
great many bits of knowledge into a unified whole. In many 
respects it resembles the solving of a jigsaw puzzle. If a 
single piece is missing, progress in a whole area is held up. 

We all know that once a key piece in a puzzle is put into 
place even by an outsider, all the other pieces seem to fall into 
position with remarkable ease. 

The same is true in science. Often when a report on a new 
bit of knowledge is made at a scientific meeting, an extraor- 
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dinary stimulation of other scientists occurs and for several 
months or even years, progress in the particular field con- 
cerned is tremendous. With secrecy, the full advantage of 
this mutual stimulation is lost (hearings, p. 762). 


Dr. Harold C. Urey, physics professor, University of Chicago; 
Nobel prize winner; and wartime section chief, Manhattan district 
project: 

In fact, to understand and to originate, require approxi- 
mately the same competence (hearings, p. 794). 


Dr. Wallace R. Brode, Science Adviser to the Secretary of State, 
formerly associate director, National Bureau of Standards, and now 
president of the American Association for the Advancement of 
Science: 

Another characteristic of the scientific method is the recog- 
nition that progress in science is a cooperative and pyramid- 
ing affair in which each worker draws from the work of others 
to provide the base for his advances and in turn publishes 
the advances he has made so that others may profit. 

This concept of publication and exchange of scientific in- 
formation is not one of egotistical bragging, but rather the 
very fundamental basis of our great scientific advances in this 
century (hearings, p. 3488). 


Trevor Gardner stated the problem in terms of military research 
projects: 


Here it is very difficult to say which scientist or engineer 
or physicist is going to come up with the idea that will push 
the ball over the goal line, so that all of the people working on 
a given project have a need to know all of the facts they can 
get (hearings, p. 1058). 

Rear Admiral Rawson Bennett, Chief of Naval Research: 


(W)e realize that progress in science can be made only with 
the free exchange of information (hearings, p. 1717). 


Clifford C. Furnas: 


The point of view of scientists in general is one in which 
their progress depends upon free exchange of information 
(hearings, p. 3157). 

I think you progress more rapidly, particularly in the early 
stages of planning, if you do exchange information freely 
hearings, p. 3158). 


Dr. Donald J. Hughes, senior physicist at Brookhaven National 
Laboratory and a former president of the American Federation of 
Scientists, expressed it like this: 


Because of the intimate relationship of the many branches 
of basic research to each other, it is vital that scientists have 
ready access to the great range of technical literature with 
a minimum delay. Because of the importance of research 
to later military developments, the flow of information, 
which is vital to the development of basic science, has a 
direct bearing on the actual survival of our Nation. 
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Science is becoming an ever more important aspect of 
our life and it is certain that this trend will not only con- 
tinue but accelerate (hearings, p. 3468). 


Dr. Brode, stressed the problem of obtaining accuracy : 


The scientist by nature maintains a critical attitude to- 
ward all unsubstantiated statements; his published papers 
are full of literature references to support those points upon 
which he does not present experimental evidence and his 
claims to new advances or discoveries are not accepted by 
others unless accompanied by sufficient reasoning or experi- 
mental details to permit those who doubt or do not compre- 
hend to verify the conclusion experimentally (hearings, 
p. 3488). 


Dr. Hughes defined the problem in terms of information and scien- 
tific progress, and scientific achievement and the cold war: 


In the present struggle with the Soviet Union there is no 
doubt that the immediate urgency concerns military might, 
the availability and potency of such things as bombers, sub- 
marines, missiles, and nuclear weapons. However, if we look 
beyond the immediate future, we must realize that in the long 
pull the development of basic science has the greatest im- 
portance. It is essential that we do not confuse basic re- 
search with the applications that follow from it. Develop- 
ment of an atomic icebreaker, a sputnik, or a large atomic 
powerplant is not basic research. Such projects are the prac- 
tical applications of basic research, and, of course, they can- 
not take place without it. In our present concern for the 
future we must not forget the distinctive needs of basic 
research; for example, freedom of inquiry, as compared with 
development work, in which strongly directed, programmatic 
work of a crash nature is possible (hearings, p. 3468). 


Dr. Hiden T. Cox, executive director of the American Institute of 


Biological Sciences, gave sweeping priority to the free exchange of 


scientific information : 


Science thrives in a climate of free exchange of informa- 
tion. This is a self-evident fact and one that need not be 
belabored. There must be free exchange regardless of Jan- 
guage barriers, or geographic barriers, or political barriers, 
or any other artificially imposed barriers. 

There are now a number of such barriers which do se- 
riously impede the free exchange of scientific information 
(hearings, p. 3512). 


VI. Minrrary Secrecy Versus Screntiric Progress 


In recent years, the theories of military secrecy and the principles 


of freedom of scientific information have collided head-on. Thus far, 
military security concepts to a large extent have prevailed. But the 
scientists were uniformly dissatisfied with the situation in testimony 
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before the subcommittee. Dr. Hughes, a former member of the 
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Manhattan district project: 


D 


The broader view is actually a realization that there are 
positive aspects of true security as well as the negative aspect 
of secrecy, and that these are more important than mere 
secrecy. The correct view of security involves what is often 

called “security by achievement” rather than “security by 
concealment” (hearings, p. 804). 
The belief just stated, that we do better relative to other 
nations in a situation where all is open than under tight 
secrecy, which actually favors regimented methods, is funda- 
mental to our major premise—that positive security is our 
greatest strength (hearings, p. 808). 


r. Urey ye 

The i important thing is to get intelligent people to work 
most effectively on the positive side of producing secrets, 
rather than trying to lock a door to keep secrets (hearings, 


p. 820). 


Dr. Berkner: 


Dr. William V. Houston, president of Rice Institute, director of 
the Oak Ridge Institute of Nuclear Studies, and wartime member of 
the Office of Scientific Research and Development : 


I think perhaps one of the greatest functions that the se ate 
tific group can fulfill is to try to make clear to the people : 
a whole that our advances in scientific fields can often best be 
made by a wide dissemination of information, rather than a 


I submit that the greatest security comes from progress— 
from sound and effective weapons and men well trained in 
their tactical use; from an adequate supply of such weapons 
from a virile industry; from recognition and public debate 
of weaknesses so that they can be corrected; from a free and 
unfettered science and technology that has the power to bring 
our progress to the vanguard; “from a free and imaginative 
industry that has full access to all knowledge; from allies 
and friends with whom we deal freely and with a sense of 
full trust; from a society built on the foundations of mutual 
confidence upon which free enterprise depends, unfettered by 
artificial fears of spies, and undivided by charges and 
countercharges, suspicions and accusations (heari ings, p. 754). 

Scientific research involves not only the search for and 
discovery of knowledge, but also the general disclosure of that 
knowledge. In fact, the definition of the word “discovery’ 
involves both finding, and disclosure and dissemination. 
Access to scientific information is a major element in the 
growth of science of any nation. Likewise, scientific stature 
is only acquired by disclosure of scientific results so that their 
reliability can be tested and evaluated and their real meaning 
to the advancement of knowledge realized and understood. 

Fundamental to the dissemination of all scientific informa- 
tion is the requirement that it be in form to ascertain and test 
the veracity of the findings (hearings, p. 3438). 
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sequestering of information. But this must represent a feel- 
ing on the part of the officials of the Government and of the 
people to whom they are responsible. It can’t be made by 
any group of specialists, I don’t believe (hearings, p. 838). 
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‘, Otto Struve, professor of astronomy at the University of Cali- 
fornia and a colleague of Dr. Edward Teller, father of the H-bomb: 


Now, I want to remind you gentlemen that these great de- 
velopments i in the nuclear field were started as a result of the 
free exchange of information between scientists, unrestricted 
information, and that is not now possible. 

We are certainly inhibiting new ideas from rising as a 
result of such discussions, and we are limiting ourselves to 
smaller groups of people, working in very detached fields 
who are not permitted to talk to other people, and that 
seems to me to be extremely harmful (hearings, p. 855). 


Dr. Detlev W. Bronk, president of the National Academy of Sci- 
ences and Chairman of the Board of the National Science Foundation: 


D 


D 


Industry has recognized that the security of an industrial 
company comes from rapid forward movement. If they are 
more concerned with effectiveness of forward movement in 
their research and development programs than they are in 
hedging themselves around in such a way that their own peo- 
ple cannot move effectively, they are sure to be ahead of their 
competitors. * * * 

I think the same thing applies to Government agencies. 
There is certain information which must be restricted in the 
national interest, but to keep even that under wraps too long 
after the nec essity for it has passed is restrictive of progress; 
it is a great deterrent to further progress (hearings, p. 894). 


ir. Brode: 


Individual isolation of either scientist, laboratory, agency, 
or Government from the rest of the scientific community will 
not only slow down the world advance but produce even 
greater retardation in the isolated area. 

Kettering aptly stated this concept some years ago when 
he said that if he locked the doors of his laboratory to others, 
he would lock out much more than he would lock in. 

No group or nation has a monopoly on scientific discoveries 
and thought, and hence security islands may create a retarded 
advance if there is no exchange and only a one-way filter. 

Scientists are not inclined to pass out to others their con- 
cepts and ideas prior to formulation and proof in the form for 
publication, unless they feel that some exchange is possible 
so as to help them over an impediment in their own ap- 
proach (hearings, p. 3488). 


r. Weaver: 


In an article which I wrote recently, I said: 


‘Granting that it is a new world, what do we do about it? * * * Do 
we change the self-defeating ‘security’ regulations which impede ow 
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scientific progress, which confuse and alienate our friends of the free 
world and which must amuse—but certainly cannot hinder—our ene- 
mies? Will we at last face the fact that defense depends intimately 
upon our total scientific strength? Realizing that nature freely speaks 
all languages to all men, will we finally admit that basic scientific 
truths cannot be concealed by regulations? Will we recognize that, 
in the realm of pure science, you cannot keep a secret—that all you 
ean hope to do is to keep ahead?” (Quoted from Christmas 1957— 
And a World Encircled, by Warren Weaver, Look, December 24, 1957.) 

We have indeed been shaken; and now we must be careful 
that, in our anxiety to respond, we do not illustrate the old 
couplet, “When in trouble, when in doubt, run in circles, 
scream and shout” (hearings, p. 3524). 


And later: 


I think we are just passing into a new stage that we haven’t 
yet quite matured to, particularly with respect to the relation- 
ship of security and secrecy to defense. 

The older and classical military theory of security and 
secrecy was of course applicable primarily to the problem of 
controlling one human being to keep him from telling some- 
thing to another human being. 

And that type of security was effective when military 
strategy and military procedure was what it was, even in 
World War I, and certainly, let’s say, going back to the 
Civil War. But now, science is the primarily important 
tool in military operations. And we forget that science re- 
sults not from a conversation between two human beings, 
but from a conversation between a human being and nature. 
And the interesting thing is that you can’t shut nature up. 

Nature talks to the Russians. Nature talks to everybody. 
It talks perfectly freely to them. And we know perfectly 
well by this time that the Russians are very smart, don’t 
we? We have gotten over this idea that they can’t run 
tractors. So that we are in a completely new area of control, 
and we simply have to mature our ideas about secrecy and 
security so that they conform to the new situation (hearings, 
p. 3547). 


Dr. Hughes: 


All aspects of the flow of technical information, which 
your committee is wisely studying, must be thoroughly in- 
vestigated and im nit The matters of greatest urgency 
are the read: availability of the world’s scientific literature 
to all workers and a reduction of information security to the 
absolute minimum. It must be realized that secrecy always 
impedes research and that it should be imposed only when 


grave danger would follow from disclosure (hearings, 
p. 3469). 


Trevor Gardner: 


I think there are two words which are the opposite of 
each other, Mr. Fascell: One is progress and the other is se- 
curity. One can have 100 percent security by making no 
progress and doing nothing, and one can have 100 percent 
progress by removing all security (hearings, p. 1048). 
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Well, since I have been in the scientific business and in 
management of enterprises, including World War II, where 
we had to use large numbers of engineers and scientists, I 
have always tended to feel that—I like the equation where 
progress had the highest weight and security the lowest 
weight. 

The only real security is in progress. It is not in keeping 
facts hidden in pieces of paper (hearings, p. 1052). 


Dr. Clifford C. Furnas: 


It is simply a matter of the balance in how you progress 
most rapidly in comparison with your possible enemies by 
holding yourself back with these regulations and preventing 
them from acquiring things quite as rapidly, or would you 
proeress more rapidly if you allowed a freer flow of infor- 
mation. 

T draw the analogy to a football team. You can have the 
best defensive team in the world, but you don’t win football 
games on the defensive side. Your security is your defens- 
ive, but you have to have the offensive, which is the matter 
of the exchanee of information. 

So the well-balanced football team is the same as the well- 
balanced scientific and military team, with proper balance 
between the offensive—which is the exchange of informa- 
tion—and the defensive—to prevent the exchange of infor- 
mation. 

Mr. Moss. You feel that the positive advantages in such 
a program would far offset the disadvantages? 

Dr. Furnas. I feel they would. Any one of these changes 
has certain hazards (hearings, p. 3162). 

Mr. Horrman. Of course we must try to safeguard any- 
thing that would be helpful to them : must we not ? 

Dr. Frrnas. I feel that we should. But there is the peril 
of security. If you safeguard things so well nobody learns 
it, then you have defeated yourself (hearings, p. 3168). 


And in this exchange with Chairman Moss: 


Mr. Moss. T am dealing now with the area of security. 

Do you think our present security system is helping or hin- 
dering our scientific progress, and could you give us some ex- 
amnles to illustrate your response ? 

Dr Hvatrs. I have very little doubt about the effect of the 
security system on our achievements because, as I mentioned, 
I feel there is no dovbt about the fact that secrecy, any 
amount of secrecy, will hold back development. There is 
just no question about it. 

The purpose of secrecy is to keep certain information of 
militarv value from circulating. and that secrecy will auto- 
matically retard our progress. There is no question about it. 


T don’t see how secrecy could ever accelerate anything (hear- 
ings, p. 3472). 


Dr. Berkner advocated that 90 percent of presently classified infor- 
mation be released : 
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Mr. Moss. Dr. Berkner, do you think that our present se- 
curity system is helping or hindering scientific progress ? 

Dr. Berxner. Mr. Chairman, our present security system is 
highly mechanical in its oper ation. It tends to apply the 
rules of secrecy to a wide range—to a wide variety of cate- 
gories of information. 

In my opinion, much too much information is classified. 
I would, in my reply, wish to make the point very clearly 
that there are, of course, some secrets in the field of tech- 
nology that must always be kept because they are highly im- 
portant to the safety of the United States. 

In asecurity system which classifies too wide a range of in- 
formation—particularly much information whose security 
is not respected because it is available elsewhere—the im- 
portant secrets tend to be devalued. The important secrets 
are not: kept as well as if there were only a few secrets kept 
by means of the very rigorous security system that would f 
possible in a highly selective system. 

I would hope that eventually more than 90 percent of the 
present material which is classified could be placed in an un- 
classified, free category. 

Mr. Moss. Do you feel we would actually achieve a greater 
degree of security in the area where we require it if those 
changes that you suggest—the declassification of about 90 
percent, were to occur ? 

Dr. Berkner. I do (hearings, pp. 3448-3449). 


And expressed a fear for the future if declassification is not carried 
out: 


During the scientific hearings, several examples in the field 


What I am afraid of is that some day we may have to 
fight a war with pieces of paper marked “secret” rather than 
weapons and men who are ready to fight (hearings, p. 3460). 


progress versus secrecy were cited. Someare listed below: 
The first case was explored in an exchange between Chairman Moss, 


Dr 


*, Berkner and Dr. Hutchisson: 


Mr. Moss, I believe during the hearings with Mr. Hona- 
man, who was formerly with the Defense Department, an 
illustration was given the committee on the matter of 
transistor. 

Instead of holding that as a tightly guarded secret, it was 
made widely available, feeling that the dev elopment and the 
application of the use of the transistor would prove in the 
long run far more valuable than just holding the transistor 
and keeping it a secret. Would you consider that a valid 
illustration of what we are discussing ? 

Dr. Berxner. I think this is an excellent illustration, par- 
ticularly when one couples to it, that the Bell System, which 
was largely involved in the development of the transistor, 
has assembled highly skilled ours who will continue its 


delevopment so that they retain a high probability of main- 
taining themselves in the vangu: rd of future’ transistor 
development. 


of 
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Dr. Hurcuisson. With respect to transistors, it seems to 
me this is an excellent illustration; particularly of the fact 
that the Bell Telephone System, because they have talented 
people, are perhaps further ahead by allowing the transistor 
to be developed in many respects by the other people outside 
of the Bell 'Telephone System than they are if they kept it 
to themselves and depended only upon the knowledge which 
they themselves had gained. By making use of this addi- 
tional knowledge in its applications, they are probably 
further ahead than they would have been if they just used 
knowledge which they themselves had picked up (hearings, 
p. 741). 


The second case was brought up by Dr. Hughes, who had recently 
returned from the first atoms-for-peace conference in Geneva: 


Our lead was greater by far in the fields that have been 
open in the United States but secret in Russia than in those 
phases secret in both countries before Geneva. 

The somewhat surprising, yet vitally significant, fact that 
follows from the relative standings is that our greater lead 
obtains in spite of the complete availability of our work in 
these fields to the Soviets. The situation is striking proof of 
the way in which work in a secret field, in Russia, is retarded, 
even though in this instance the American work was com- 
pletely available. What held back the Soviet scientists was 
of course the inability to discuss freely their own work with 
their colleagues, to receive the open criticism and critical 
weighing of results that occurs effectively only in an open 
situation (hearings, p. 807). 

We saw that at Geneva, because, for instance, at Geneva, 
at the session at which I was chairman, there was one Rus- 
sian paper in which the man referred his results to a certain 
standard number for normalization purposes. Then, in 
another paper, another Russian used a number that was com- 
pletely wrong for normalization of his results, so when the 
second man presented his paper we asked him afterward why 
he used that particular number and he said he didn’t know 
about the first one (hearings, p. 820). 


A third case was presented by Dr. Berkner, in the area of his own 
scientific specialty : 

The application of really serious secrecy to military tech- 
nology seems to have coincided with the discovery of radar 
about 1930. During the ensuing decade, the results were 
not impressive. 

In the case of radar, secrecy seriously delayed its develop- 
ment, and neither technical nor tactical progress was very 
appreciable. * * * 

Moreover, the development of airborne radar applications 
awaited the war, for at its commencement we had no anti- 
submarine radar, no night fighters, no means for extensive 
sea search. The absence of such weapons is directly attrib- 


utable to the technological ignorance and delays resulting 
from secrecy. 
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Had airborne radar been developed and advertised openly, 
the consequent great progress in these developments might 
have so weakened the German confidence in their submarine 
supremacy, or in their capabilities for strategic air attack, 
that the war might not have occurred. 

In any event, our shipping losses after its beginning would 
certainly have been less than the tragic millions of tons. 

More recently, the establishment of our northern air de- 
fenses was delayed by at least 1, and more probably 2 years 
by technological secrecy. 

In fact, the security of information was so good that even 
the Chief of the Joint Chiefs of Staff did not learn, until 
after his retirement, that the main underlying technological 
problems had been solved more than 2 years earlier. 

Is there anything in this history to lend confidence in the 
security provided by technological secrecy as contrasted to 
the security of progress (hearings, p. 757) ¢ 


One reason that the policy of “security through secrecy” has con- 


Trevor Gardner in his testimony on November 18, 1957: 


Mr. Moss. On how many occasions were you given the 
opportunity to brief the White House personally on Air Force 
missile development ? 

Mr. Garpner. This occurred twice. 

Mr. Moss. On any of these occasions did you acquaint the 
President with your views relative to the effect of excessive 
secrecy regulations and other restrictions and your conviction 
that they were blocking progress in the field of missile de- 
velopment ? 

Mr. Garpner. At one of these meetings we were advised 
that such comments would not necessarily be productive 
(hearings, pp. 3076-3077). 


tinued to predominate despite the above testimony was suggested by 


At later hearings, Dr. Berkner even suggested that excessive secrecy 
had come full circle: 


Mr. Moss. You have had an opportunity to observe this 
security system over a period of years. In your judgment 
has it resulted in a slowdown in the exchange of scientific 
information, with a resultant lack of progress in research 
and development ? 

Dr. BERKNER. Yes, sir; it has and it has the further defect 
that upon 1 or 2 oce asions public mention has been made of 
certain items aia in my opinion should have been kept 
secret, but which were not kept secret because the devaluation 
of the security system was too great on account of the tend- 
ency to classify too much. 

Mr. Moss. Do you think it has added to the cost ? 

Dr. Berxner. Immensely (hearings, p. 3450). 


And then there was the case of the bow and arrow described by 
Brode: 


One of the Nation’s outstanding physicists has a hobby of 
archery, and is a pretty good archer. He has written books 


Dr. 
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and articles, and has given technical and popular lectures on 
the physics of archery and the design of bows and arrows. 

In the last world war he was one of the leaders in our ad- 
vanced science program, but at the same time managed to 
direct some experimental work on some new ideas on more 
efficient and effective bows and arrows. 

This work was, of course, classified, and after the war he 
tried to get it declassified but without success. So far as I 
know it is still classified, although his motive in seeking de- 
classification was merely to include in a popular lecture and 
a published article the general information that modern 
science might provide interesting improvement in this ancient 
field (hearings, p. 3489). 


VII. Tue Price or Pervastve Secrecy 


The subcommittee thought it important to get some estimates on 
how much this excessive secrecy has cost the Government in terms of 
time, progress, or dollars and cents. 

Dr. BerKNER: 

Perhaps the greatest inefficiency in research arises from 
conduct of experiments, often expensive, in absence of knowl- 
edge that the same essential elements of the research have 
already been done somewhere else. While it is often neces- 
sary to repeat a given experiment to test reliability of the 
result or to acquire skill in a new technique, it is inexcusable 
and frustrating if scientific work proceeds without knowl- 
ege or recognition of reliable research already done else- 
where. Yet in absence of reliable access to scientific informa- 
tion, the probability of such unknowing duplication and 
waste is immensely enhanced (hearings, p. 3438). 


Dr. Hughes was asked what occurs when 2 loyal American scientists 
get to talking shop—especially when they are cleared for work on 2 
different projects. 

The thing to do usually in a case like this is to clear one 
more person. They might say, “It is all right if Don Hughes 
knows about it.” But what happened recently when I was 
away from the laboratory and one of the people from another 
project called, was that because I wasn’t there, he wouldn’t 
tell the man who was making the measurements for me what 
it was all about, because this man didn’t have the clearance. 

There really are many, many examples of this type where 
the measurements are made very ineffectually; they take a 
long time; they are repeated many times; simply because 
people aren’t allowed to talk to each other. 

Mr. Moss. Is this costly to the Government ? 

Dr. Huenes. It obviously costs a lot. A lot of money is 
wasted (hearings, p. 3473). 


VIII. Bastc anp Appiiep Scrence AND SECRECY 


All of the scientists who appeared before the subcommittee were 
concerned over attempts hy the Government, and especially the De- 
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partment of Defense, to ride herd on basic, or pure science. They 
conceded, however, that when science got down to the applied stage of 
weapons it could be properly classifie 


A. DEFINITIONS 


The 6 former and current directors of Defense Department research 
and development programs, as well as the 14 scientists who appeared 
before the subcommittee, all insisted on separating basic or “pure” 
research from specific applications of such research to weapons 
development. 


Dr. Bronk put it succinctly : 


I like to think of adventurous and applied research. Ad- 
venturous research is done in the spirit of intellectual adven- 
ture to find new knowledge; applied research is done in order 
to apply knowledge already known (hearings, p. 896). 


And Dr. Livingston described the attitude of the scientific com- 
munity when he spoke of those of his colleagues engaged in basic 
research: 


They are the most forthright, open people about every 
process of thought, even in the early phases, and make no 
attempt to keep anything secret. There is another class of 
people that we might call inventors, who, I believe, do main- 
tain a considerable amount of secrecy in their work. Such 
people usually have to do with the applications and not with 
the fundamental principles (hearings, p. 740). 


B. STANDARDS OF CLASSIFICATION 


The 6 scientific administrators and the 14 scientists also unanimously 
agreed on the need for separate standards of secrecy in the fields of 
basic and applied research, as suggested by Drs. Urey, Livingston, 
and Hughes: 


Dr. Urey. It is my belief that no fundamental knowledge 
should be kept secret, but that the details of weapons should 
be classified in the secret category (hearings, p. 795). 

Dr. Livineston. Such classification can and should be 
applied to the specifically military technological material. It 
should not be applied to broad, wholesale areas of basic science 
(hearings, p. 730). 

Dr. Hueues. I would say you have to distinguish between 
basic science, on which the technological development de- 
pends, as the technological development * * * in applied 


work. I don’t think all these arguments for openness and 
freedom of science are quite as pertinent (hearings, pp. 859- 
860). 


Dr. Cox. Ideally, I feel, that all basic, fundamental re- 
search should be unclassified. I will agree that the gadgetry, 
the hardware, as Dr. Brode has called it, is in a different 
category (hearings, p. 3518). 


The dimensions of the problem were outlined in this exchange be- 
tween Representatives Fascell and Hoffman and Dr. Weaver: 
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Mr. Fascreii. One of the things that keeps confusing the 
issue of availability of scientific information is this: 

Let’s assume that American scientists have discovered a 
basic scientific phenomenon. They know that it can be 
applied almost immediately; the question is shouldn’t we 
keep that basic scientific information top secret until such 
time as we can apply it to hardware before we give it to any- 
body—even our allies? 

Dr. Weaver. I am very glad you asked the question in such 
a pointed and specific manner, because I would prefer to walk 
right up to the line to be counted. I would print it. 

Mr. Horrman. You would what ? 

Dr. Weaver. I would print it in the scientific journals of 
the world. 

Mr. Horrman. But not the know-how to do it? 

Dr. Weaver. Not the know-how to do it. The minute this 
thing goes into design, goes into hardware, the minute this 
thing goes into performance data, then I think this is classi- 
fiable. 

This is not a position of idealism. This is a position I think 
simply of being realistic, because I think you can control 
the thing I am talking about controlling. And I am abso- 
lutely convinced that you can’t control information about 
the basic truths of nature. 

Mr. Fascett. What attempts you do make to control are 
only impediments in your own way ¢ 

Dr. Weaver. It keeps you back (hearings, pp. 3546-3547). 


1X. Errorts to Crasstry Bastc Laws or NATURE 


One dominant note struck at all hearings before the subcommittee 
on the availability of scientific information concerned the dogged 
attempts of the Department of Defense to classify the laws of nature. 

A companion theme was the fertility of such attempts. 


Mr. Mircuety. How is it possible to keep anything in the 
field of pure science classified ? 

Dr. Livinston. Technically it is possible to state that it is 
classified. In practice, it cannot be done. 

Mr. Mrrcuett. In practice it cannot be done? 

Dr. Livineston. In practice it will be worked on by scien- 
tists outside the field, and unclassified development will occur 
in a parallel fashion (hearings, p. 734). 

Dr. Urey. We should recognize that all scientific and engi- 
neering knowledge can be learned by others without our help 
in any way, that is, competent scientific students in other 
countries can learn from experiments all the facts that we can 
learn and they will find that natural phenomena are the same 
as we find them to be (hearings, p. 794). 

Dr. Houston. In the second place, it seems to me that the 
classification of what might be called basic scientific informa- 
tion, such as the fundamental laws of science, is really rather 
foolish, as has been said by Urey and others; this is the kind 
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Dr. Berkner suggested a basic secret might be kept for about a 
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of thing that anyone working in the field will develop (hear- 
ings, p. 799) 

Mr. Moss. Is he working in an area of basic science ? 

Mr. Garpner. Basic science. 

Mr. Moss. Is it an area which generally should not be 
classified ? 

Mr. Garpner. He is dealing with some new laws of nature 
and it is very difficult to classify laws of nature, although 
the people who enjoy classifying such things always try ‘to 
classify laws of nature. They don’t stay classified very long, 
however (hearings, p. 1050). 

Mr. Moss. Is there a clear line of demarcation between 
this basic scientific fact and the application of them to a de- 
velopment project ? 

Admiral Bennett. In my mind, sir, there is quite a clear 
line * * *, The definition is quite simple. Anyone obviously 
can discover the facts of nature. What you should do is to 
make use of those facts, and how you apply them to a partic- 
ular weapons system is classified (hearings, pp. 1769-1770). 


year: 


Dr. Weaver cited one of the factors that militates against secrecy 


Mr. Moss. In your opinion, how long can a scientific dis- 
covery involving a basic law of nature be kept secret by Gov- 
ernment security measures ? 

Dr. Berxner. You would probably do this for about 1 
year, but because of the parallel development of science in 
various other areas or countries it would almost certainly be 
disclosed somewhere else within that time (hearings, 
p. 3451). 


of basic laws—simultaneous discovery : 





Mr. Fascetu. How long can a basic scientific discovery be 
kept a secret? 

Dr. Weaver. I can give you instances in which it wasn’t 
kept a secret for, so to speak, a day. Just within the last 
month in two different scientific journals I have seen a very 
intriguing calculation of the lifetime of a satellite. The 
thing is up at a certain height; how long will it be before it 
plunges and burns out? How long will it stay there? 

One of these calculations was made by an astrophysicist 
down in southern Africa, published in one journal. Another 
one was made in England by another scientist, published in 
another journal. They came out the same week 

This is not a good example of a basic discovery of world- 
shaking importance from the point of view of defense or 
anything of that sort, but what I am saying is that when the 
whole body of science moves forward all over the world, 
these things break in general at about the same time every- 
where. 

I even know of an example several years ago where one 
problem was being very eagerly discussed; and a solution of 
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it appeared simultaneously in five journals. Generally 
speaking, science moves forward on a common front and 
what that means is that, generally speaking, a basic, a basic 
discovery can’t stay hidden for any appreciable length of 
time (hearings, pp. 3543-3544). 
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But whether a natural law is locked away for 1 year or 1 day, Dr. 


I think it is not only feasible, I think that it is necessary, 
as a matter of national prudence to apply classification and 
security to anything when it gets to the hardware stage. 

The design of specific devices, the techniques of produc- 
tion, the performance data—these, I think, are properly clas- 
sified items. 

When you are dealing with basic facts such as the electro- 
magetic field in which the earth exists, and the relationships 
to the fundamental laws of electrodynamics, I do not think 
that such information is classifiable. I do not think you can 
succeed in keeping the secret, and I think you only hamper 
yourself if you try to (hearings, p. 3546). 

The scientists also spelled out the penalties: 


Dr. Berxner. In an area in which straightforward tech- 
nological development is all that is required, security classi- 
fication may not be an insurmountable handicap. But in a 
new field of eaiatie which requires fundamental ideas, the 
widest possible spread of information is essential and classi- 
fication is a serious barrier (hearings, p. 729). 

The security value of a few very important secrets should 
not be devalued and degraded by mixing them with an im- 
mense body of material that should never be held secret at all. 
Those few very important secrets should be secrets vital to 
our welfare that can be held tightly by a very few highl 
trusted individuals without the need for a loose, orkdaiguends, 
and doubtful clearance system (hearings, p. 753). 

Dr. Livinesron. A field as basic as that of magnetism is 
known to all competent scientists throughout the world al- 
ready. If there is something new ready to be discovered in 
that field, it will also be discovered by people in other coun- 
tries. An attempt to keep such a discovery secret in this 
country would handicap ourselves, I am sure, more than it 
would withhold from others (hearings, p. 735). 

Dr. Houston. The classification of what might be called 
basic scientific information * * * merely delays the speed 
with which people in our own country can develop things 
which we might very well want (hearings, p. 799). 

Dr. Hurcuisson. A striking characteristic of the Amer- 
ican youth is his ingenuity in technical matters and his 
inventive genius. This ingenuity can be effective, however, 
only if there is a continuing influx of new basic science. 
We saw during the war the great dependence of our Amer- 
ican technology upon fundamental knowledge imported from 
Germany. 





Weaver summarized the case for disclosure of basic science in this 
Way: 











The representatives of the research and development offices in the 
three services and in the Department of Defense insisted that no 
basic research was now being classified. Rear Adm. Rawson Bennett, 
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When this supply was cut off our technological progress 
was seriously impeded and a great cry went up for the 
stronger support of fundamental research in this country. 
This cry has in part been heeded and the support for funda- 
mental research has been increased. The advantage of this 
increase will be completely lost if through secrecy this new 
knowledge is known only to a limited group of scientists 
directly concerned with the work. As Dr. Vannevar Bush 
has emphasized, the most important characteristic of any 
new knowledge is that some day, somewhere, somehow it will 
be used. With our own great natural inventive talent, we 
ourselves will be the loser, if the fundamental knowledge 
obtained at public expense is not made truly public. Only 
with the aid of such knowledge can our American technology 
advance (hearings, p. 763). 

Dr. Furnas. I am saying there should be a free flow of 
basic scientific information. 

Mr. Horrman. What is this basic business? 

Dr. Furnas. The basic information is understanding the 
laws of nature * * * 

Mr. Horrman. That is to say, our men, as they make 
progress, should tell all other people about that? 

Dr. Furnas. Basic scientific information; yes, sir. 

Mr. Horrman. Wouldn’t that be helpful in case of war to 
those nations, or do they know it now? 

Dr. Furnas. It might. But it helps us more than it helps 


Mey 


them (hearings, pp. 3172-3173). 


X. Current CLASsIFIcCATION oF Bastc RESEARCH 


Chief of Naval Research, took the lead: 


Maj. Gen. J. S. Mills, Air Force Assistant Deputy Chief of Staff 


for Development, saw few restrictions in the field of basic research: 


Because we realize that progress in science can be made 
only with the free exchange of information, we are concerned, 
first, that as much as possible of the information be free and 
unclassified ; and secondly, that it be given as wide a dissemi- 
nation as is within our means. To accomplish the first of 
these, every effort is made to insure that basic research, 
whether undertaken in our own laboratories or through con- 
tact with universities and research institutions, is unclassi- 
fied. Not until the fundamental knowledge is applied to 
military requirements or the solution of military problems 
is it classified. At that time it is the application which is 
classified and not the facts of nature which have been dis- 
covered (hearings, p. 1717). 


In a pure scientific, in the research side of it, I think the 
thing is wide open. I don’t think there is very much classi- 
fication. I think scientists have the opportunity to talk 
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among themselves and discuss things pretty much in detail 
(hearings, p. 1725). 

Admiral Bennett. I don’t think anyone in his right mind 
would advocate, although some have, a general disclosure of 
all of our weapons systems secrets. 

On the other hand, as we have all testified, I believe, as far 
as the basic facts are concerned they are in fact unclassified 
(hearings, p. 1769). 

Mr. Fascetu. But there is no tendency, you feel, that a 
new fact which could possibly have military application 
would not be classified immediately ? 

Admiral Bennerr. Not certainly so far as the Navy is con- 
cerned (hearings, p. 1770). 

The scientists who appeared before the subcommittee, however, 


hardly agreed: 


Dr. Bronx. Another way of saying it in words that are 


frequently overlooked is the fact that you cannot keep a law 
of nature secret. 


Mr. Moss. Aren’t we trying to? 

Dr. Bronx. Very frequently (hearings, p. 904). 

Dr. Hucues. I can add one point there: There is one par- 
ticular reaction that is quite important in the fusion business 
that is secret. However, it is rather confusing and a bit em- 
barrassing because this reaction was measured in England by 
a man who had nothing to do with the atomic energy program, 
and he published it in a British journal. You see, this is a 
typical example of what happens. Here is something which 
we think should be very secret, but somebody in another coun- 
try goes ahead and measures it, which a scientist in almost any 
country could do very easily (hearings, pp. 814-815). 


Siding with the scientists were the two former chiefs of Defense 
Department research programs, Dr. Furnas and Mr. Gardner, who 
had the unique advantage of knowing the problem from the inside 
and also being free to discuss their experiences: 


Mr. Garpner. I can think of one example. I would prefer 
not to mention his name, but this is a scientist of international 
reputation. One of the military departments withdrew his 
clearance. In the Air Force we desired to use this man be- 
cause of his unusual abilities. However, in the Air Force we 
withdrew his clearance because his clearance had been with- 
drawn by the other department. Unfortunately, this man 
has such inventive ability that he keeps on coming up with 
“secret” and “top secret” ideas, even though his clearance is 
removed. 

Mr. Moss. Is he ascientist? 

Mr. Garpner. Yes, he is. 

Mr. Garpner. Is he working in an area of basic science ? 

Mr. Garpner. Basic science. 

Mr. Moss. Is it an area which generally should not be 
classified ? 

Mr. Garpner. He is dealing with some new laws of na- 
ture * * * (hearings, pp. 1049-1050). 
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Mr. Gardner demonstrated one extreme to which classification of 
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Mr. Garpner. Frequently laws of nature or the results of 
laws of nature become the subject of classification, either by 
accident or by inclusion in some other area that is classified 
(hearings, p. 3067) 

Mr. Moss. Are these details which would normally be 
classified ? 

Dr. Furnas. They are usually classified for a while. Then 
they seem to rapidly become unclassified because they are 
generally known. We have the rather peculiar situation in 
which the information becomes generally known simply from 
what any good engineer can compute with his slide rule on the 
things that are given, but we still keep the information classi- 
fied (hearings, p. 3167). 


basic scientific information could be carried: 


Major General John P. Daley, Army Director of Special Weapons, 
disputed this statement when he testified before the subcommittee on 


Mr. Mrrcneti. Mr. Gardner, is ali information on the 
intercontinental ballistic missile now clessified ? 

Mr. Garpner. No, there has been quite a bit of informa- 
tion as to the extent of the program and its organization 
that has been made public. Most of the technical facts, how- 
ever, are still classified. Although some of them border on 
the ridiculous. For example, the word “ballistic” and the 
range “5,000 miles” automatically spells out—for any high- 
school physics student—the velocity at which the missile must 
travel. However, I think the velocity is still classified 
information (hearings, p. 1064). 


November 13, 1956: 


You can, of course, given the range and given the fact 
there is a ballistic trajectory, compute the velocity of a mis- 
sile which will achieve that range. 

I would say that there are a number of trajectories which 
will reach any given range simply by changing the angle of 
elevation and, depending on which angle of elevation you 
choose, this would vary the velocity of the missile (hearings, 
p. 1771). 


Mr. Gardner answered in his testimony of November 18, 1957: 


I agree with General Daley that there are obviously vary- 
ing angles at which one might launch a missile, just as there 
are varying angles at which one might hit a tennis ball. There 
is an optimum trajectory for ballistic missiles which is the 
most efficient trajectory and the one which uses the least 
amount of energy in its field. 

It is very much like the definition of the shortest distance 
between two points being the straight line. 

This trajectory is well known, and computations related to 
this trajectory follow elementary laws of physics easily com- 
puted by advanced high-school students. 

So in that sense I would disagree with General Daley 
(hearings, p. 3069). 
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As second extreme example of classifying basic research was 
described by Dr. Malcolm C. Henderson, physics professor at Catholic 
University and former atomic energy intelligence officer for the 
Department of Defense and the AEC: 


The explosion of the atom bomb in 1945, in August, wa 
a very exciting event to a number of us. *'* * Tt was now 
possible to do ‘this. What kind of reactions were necessary 
to make this bomb go off? One got a very clear picture once 
you knew that it was possible to make one. 

I went no further with it, but a man named Professor 
Stevens at the University of Pennsylvania had a seminar and 
in this seminar he had all his graduate students collect the 
literature, this particular one that you have had read in evi- 
dence here, and cross sections for fission as far as they were 
known, and yield of neutrons in fission as far as that was 
known, and plus the fact that the atom bomb had been ex- 
ploded on an obviously unclassified basis. They wrote a 
textbook. It is a very good textbook. In the textbook was 
practically everything except the immediate way in which 
the bomb was in fact detonated—almost everything else there 
that one needs to know and how such a bomb must work 
was available, again from the open literature. They had had 
no access—an interesting thing. 

Mr. Mircneti. What happened to the textbook ? 

Dr. Henverson. The textbook was held from publication 
for more than 8 years, I think, or about 3 years—maybe it 
was 2—by pressures from the’ Manhattan district and the 
AEC. It finally was published in 1949, I believe. I have 
a copy. 

Mr. Mircuetx. The textbook was put together in 1946? 

Dr. Henperson. The textbook was put together in the 
winter of 1945-46. I took it to Bikini with me to read. It 
was very interesting. 

There was no leak. I want to make the point here, there 
was no leak of classified information to these people. It 
was entirely in the open scientific literature. It is important 
not to kid ourselves that we keep secrets of nature. 

Mr. Mrrcne.y. No one participating in the preparation of 
that textbook was connected with the Manhattan project? 

Dr. Henperson. No. One sentence, an amazing sidelight : 
When the word “implosion” was used in the text, this was 
obviously breach of security to the Manhattan district, and 
they rushed up, “Where did you get this word from; it must 
be a leak.” They pulled down Webster’s dictionary and 
showed it to them (hearings, p. 886). 


XI. Dertnitions or Basic ResEarcu 


Trevor Gardner also suggested two officially employed methods 
whereby Defense Depar tment spokesmen could continue to argue that 
they were not classifying basic research : 


From time to time the words “basic research” mean dif- 
ferent things to different people. I can recall during my 
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XII. Separation AND Pusiication or Basic Researcu CoNTAINED 


Several other witnesses before the subcommittee, however, were far 
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‘service in the Air Force, when it was discovered that certain 


members of the Defense Department appeared to be somewhat 
against basic research in Defense, that an effort was made to 
rename and reclassify projects without changing their content 
so that they would not fall into basic resear ch. 

Some of these certainly continue to be basic research and 
were classified through the normal classification system 
(hearings, p. 3068). 

Mr. Fasceiy. Let us put it this way. To get away from 
the definitions that might be put on a basic-research program, 
how would you say a program would be defined so as not 
to be classified? That is what I am trying to get at. 

Mr. GarpNner. My understanding of basic research is an in- 
quiry into the laws of nature or the mention of the laws of 
nature, or the implications—peripheral implications—of the 
laws of nature, an attempt to understand what these laws 
are about. 

Mr. Fascetxi. Therefore in this sense if we applied this 
definition to magnetic force, it would be pure science ? 

Mr. Garpner. That is correct. 

Mr. Fascetn. But the minute we add the words “the pos- 
sibility of using it as a method of propelling anything,” then 
it becomes 

Mr. Garpner. It may or may not become classified. I 
would think the tendency would be to classify it, as soon as 
you indicate any kind of an application for the law of nature. 

Mr. Fascetz. So then it would be a very simple matter, as a 
practical fact, to classify any research project. 

Mr. Garpner. That is correct. 

Mr. Fascetn. Simply by giving it the possibility of appli- 
cation. 

Mr. Garpner. That is correct (hearings, pp. 3068-3069) 





IN CuAssiFrep Reports 


Admiral Bennerr. Basic policy of the Office of Naval 
Research from its inception has been to maintain basic re- 

search on a completely unclassified basis. Applied research 
and development in some areas requires classification. In 
these areas we assign the lowest possible classification. In 
addition, where it is necessary for a project to be classified, 
every effort is made to identify that information which is 
unclassified and may be published (hearings, pp. 1720-1721). 


from satisfied: 


Dr. Livingston. As a consequence of the difficulties and 
slowness of declassification, the material is usually out-of- 
date when it is released. Furthermore, the circulation of 
such declassified documents is meager. They are trans- 
mitted in a few hundreds to a selected list of libraries and 
individuals but have seldom been published in professional 
scientific or technical journals. 
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Usually the form of the reports is not suitable for publica- 
tion, and they require rewriting. The original authors may 
have left the laboratory or have moved on to other interests, 
and can seldom be persuaded to rewrite for publication. 
Often they consider the material old and stale. However, to 
other scientists outside the laboratory, this technical infor- 
mation may be of great value. If these others do not happen 
to know of the existence of the declassified reports they may 
waste much effort in duplicating the work (hearings, p. 730). 

Dr. Hutrcurnson. I think what happens is that some of 
this fundamental information is obtained as part of a classi- 
fied project ; since the whole project is classified, the informa- 
tion, which comes along almost as a byproduct of the classi- 
fied development then tends also to become classified (hear- 
ings, p. 773). 

At least one current Pentagon official admitted that such a prob- 
lem existed. Said Leonard Niederlehner, Deputy General Counsel, 
Department of Defense : 


I would say this, Mr. Chairman. I would think it would 
be very difficult to distill out the classified and unclassified 
portions when by the very hypothesis you are going into a 
research project and you don’t know what you are coming 
out with. So you have that additional mh <r (hearings, 
p. 3053). 


And Mr. Neiderlehner’s viewpoint was supported by an official 
Department of Defense analysis of its policies on declassification of 
scientific and technological information, submitted to the subcom- 
mittee on April 4, 1957: 


Even with the unlikely achievement of a complete system 
of classification and declassification guidelines covering all 
known scientific and technical information, there is a consid- 
erable problem in the indexing and retrieving of reports. 
Technical information is scattered throughout many un- 
indexed documents. It is, then, a difficult task to implement 
declassification of a particular technical area by finding all 
references to it in classified documents (hearings, p. 2364). 


And a colleague of Dr. Livingston’s at MIT, Prof. Phillip M. Morse, 
provided the subcommittee with specific chapter and verse from his 
own experience. The pertinent parts of Dr. Morse’s letter follow: 


During the war I was director of the Navy’s Operation 
Evaluation Group (OEG) but my contact with the classified 
work of this group since 1946 has been only occasional. In 
the past 5 years a fair percentage of my effort has gone into 
developing the subject of operations research (OR), in par- 
ticular its applications to industrial problems. 

One aspect of the subject, called queuing theory or waiting- 
line theory (referred to on pp. 10 and 11 of “Statistics and 
OR”) has been a subject of study by the group at MIT work- 
ing on industrial OR). I was aware that the OEG had done 
some classified studies in this subject and suspected that other 
military OR groups had also worked on the subject. A couple 
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of years ago I urged that the theoretical aspects of this work 
be separated from its military applications, and that the basic 
work be published, so that industrial OR people could apply 
it to their problems without having to discover it all over 
again. The heads of the military OR groups agreed with 
me in principle, and 1 or 2 papers were published. But get- 
ting even the most obviously “pure” paper declassified takes 
time and effort and rewriting a report of earlier work to make 
it “pure” takes still more time and effort, so not much has been 
published of their work as yet. 

I can’t blame them, the military OR groups are very busy, 
and the system is such as to discourage the usual publication 
procedures so habitual in other research organizations. 

So here is a purely theoretical subject, the applications of 
which are of great importance to industry (and to the mili- 
tary) part of which is freely published and an unknown part 
of which is screened around with security. Not even the 
workers in military OR, who should have access to such 
material, know what has been done and where to find it. 

As a sample of the frustrations in such a situation, let me 
tell the story referred to by Professor Livingston. A couple 
of years ago I got interested in the question of the fluctuations 
of waiting lines (LaGuardia Airport closes in for one-half 
hour, or a smashup occurs on the New Jersey turnpike, how 
long before traffic is normal again). There was nothing pub- 
lished in this field, but I heard rumors that some work had 
been done in one of the military OR groups. Further in- 
quiries didn’t locate the material and in the meantime I had 
worked out a few ideas of my own. So last summer (1955) 
I published a bit of my own work on the stochastic properties 
of waiting lines (reprint enclosed). I had a feeling some 
of it had been done before but if so it wasn’t published any- 
where and thus wasn’t available to anyone else; so it seemed 
worthwhile for me to publish. 

The reaction was immediate and discouraging. Several 
of my friends in military OR expostulated to me, criticizing 
my publishing something which “everyone knew Koopman 
had done several years before.” I knew Prof. Bernard Koop- 
man (mathematics department, Columbia, consultant to 
OEG) and so I went to him. Yes, he had worked on this 
Se several years before, for OEG; had obtained some, 

ut not all of the results I got. I asked why he hadn’t pub- 
lished the theoretical part of that work. The answer was 
twofold: first the complications of declassification; second, 
there were indications that someone by the name of Clark, 
working on a project at Michigan, under subcontract with a 
military OR group, had done some work on the subject, which 
was supposedly embodied in a classified report. He hadn’t 
been able to find the report, but its possible existence added 
enough to the complications involved in declassification to 
discourage him from publishing his results (which would 
have overlapped my later work, including some of my results 
but also some which I did not include). 
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The result of this invention of mine was to close to me the 
subject of fluctuations in waiting lines (hearings, pp. 1753- 
1754). 


XIII. Derense DeparTMeNT Empuasis oN Basic Researcu 


Admiral Bennett presented impressive figures on the amount of 
effort his office was devoting to unclassified, basic research: 


Of the 1,345 tasks under the Office of Naval Research con- 
tract research program, only 122 are classified (hearings, 
p. 1717). 


The statement, however, was challenged by other witnesses before 
the subcommittee : 


Dr. Bronx. Applied research is done in order to apply 
knowledge already known. But oftentimes in the applica- 
tion of that knowledge we come across quite new basic in- 
formation. So if anyone were to tell you what those figures 
were I would frankly say I don’t believe they know (hear- 
ings, p. 896). 

Mr. Fascetu. As a research man, Dr. Furnas, do you be- 
lieve that basic research is a fundamental necessity from the 
standpoint of national security in order to achieve maximum 
military application ? 

Dr. Furnas. Yes, sir. 

Mr. Fascett. Was an administrative decision made while 
you were in office to deemphasize basic research for economic 
reasons ? 

Dr. Furnas. I know of no such official decision; no, sir. 

Mr. Fascett. Was basic research relegated to a relatively 
minor position ? 

Dr. Furnas. It tended to evolve in that direction; yes, sir. 

Mr. Fascetu. That tendency to evolve in that direction was 
contrary to your own best judgment, was it not ? 

Dr. Furnas. Yes, sir (hearings, pp. 3175-3176). 


XIV. Appireo ReEsearcu 


The scientists agreed that classification of applied research was 
justified, and in some ways advantageous: 


Dr. Hutcuisson. Specific design unlike basic knowledge 
has only limited applicability to other problems. Actually, 
the Nation suffers little if specific designs of weapons and 
other military equipment are kept secret. 

On the contrary, we are likely to gain several months’ ad- 
vantage over a potential enemy by keeping design data se- 
eret and this should be done. To provide adequate security 
for such data it is imperative that such design be carried out, 
if at all possible, in special Government facilities with the 
necessary safeguards. To attempt to carry out such design 
in university or other facilities in which new fundamental 
knowledge is being obtained is likely either to jeopardize se- 
curity of those parts which should be secret or to restrict the 
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However, the scientific witnesses insisted that even classification of 
applied research should be lifted after a time in order to assume 
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i that knowledge which should be free (hearings, 
p. 763). 

Dr. Berxner. Certainly, much is to be gained by careful 

protection of the few vital secrets that need be known only 
to a limited number of persons. We may find it desirable 
not to disclose the fact that we have embarked on a partic- 
ular development, but this should not restrict the freedom 
of underlying scientific and technical information. It may 
be necessary to restrict information on the specific design of 
a particular weapon as it relates to operations. This is so 
because, with this knowledge, an enemy can produce specific 
countermeasures to neutralize that weapon. Moreover, such 
information has no immediate significance to society; it is 
only needed by the military men who must use it (hearings, 
». 753). 
' If one establishes a policy of having a small number of 
elite secrets, you acquire many advantages. One is that such 
a board could handle the situation; widespread clearance 
would not be necessary with all the attendant difficulties of 
blocking of communications; and I believe that the holding 
of a few secrets could be enforced. 

I am very worried at the present time about the devalua- 
tion of a fow really important things with respect to the 
protection or attempted protection of this great mass of 
data (hearings, pp. 772-773). 

Dr. Houston. It seems to me Dr. Berkner’s emphasis on 
establishing a small group of things that are to be regarded 
as secret is a very appropriate point. If the group is small, 
then the standards that have been set up for military securit 
are easily applicable. Only a small group of people needs 
to know about it and the boundaries can be sharply defined. 
I think that is one of the very important elements (hear- 
ings, p. 856). 


maximum progress: 


Dr. Bronx. There is certain information which must be 
restricted in the national interest, but to keep even that under 
wraps too long after the necessity for it has passed is re- 
strictive of progress; it is a great deterrent to further prog- 
ress (hearings, p. 894). 

Dr. BerKner. Now, all secrets will be disclosed in one way 
or another through no fault of the system, as time goes on, and 
usually after a year or two the value of a technological secret 
is very small in protecting our interests; but it can severely 
restrict our progress if it 1s not disclosed (hearings, p. 772). 

Dr. Hutcuisson. [We] are likely to gain several months’ 
advantage over a Seem enemy by keeping design data 
secret and this should be done (hearings, p. 763). 

Dr. Urey. Secrets about such things will always be lost 
completely in time and in the technically advanced countries 
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this time is short. I will estimate the mean time as less than 
1 year (hearings, p. 794). 


XV. GENERAL OVERCLASSIFICATION OF Screntiric INFORMATION 


When basic and applied research were lumped together, even the 
research and development spokesmen for the three services tacitly ad- 
mitted that there was overclassification : 


GeNERAL Mitts. This is a problem we have been fighting 
hard for as many years as I can remember. This again is 
human judgment and education. 


General Datey. * * * Wedo have an educational problem; 
this is obvious (hearings, p. 1774). - 


And S. E. Clements, Director of Planning for the Defense Depart- 


ment’s entire rsearch and development program, admitted that such 
overclassification was indeed a fact : 


I believe the overclassification is generally considered to 
be an important defect in this security system. I believe most 
otaey bode has testified that there is overclassification (hear- 
ings, pp. 1775-1776). 
Estimates as to the degree of overclassification of Defense Depart- 
ment research and development information, however, varied widely: 


Mr. Garpner. This would only be an impression and just 
based on documents Ihaveseen. I would say at least half the 
documents that are classified need not be classified and prob- 
ably it is a larger number than that. 

Mr. Fascetu. In other words, you are being conservative 
in — guess ? 

Mr. Garpner. Yes (hearings, p. 1051). 


XVI. Reasons ror OVERCLASSIFICATION 


Several of the scientists who appeared before the Subcommittee 
listed public pressures as a major reason for overclassification of scien- 
tific information : 


Dr. Berxner. As a nation we have become neurotic, so 
preoccupied by imagined aches and pains that we have lost 
sight of our great strength. We allow ourselves to believe 
that the system of Soviet communism has elements of strength 
superior to our own when we could readily reason that a total- 
itarian socialism can only follow—never lead—our true sys- 
tem of free enterprise that exploits diversity. We have even 
been misled to adopt some of the Soviet methods with con- 
sequent suspicion, mistrust, divisivenes and loss of leader- 
ship that always follow such methods (hearings, p. 754). 

Present laws place our Government officials under strong 
compulsion to suppress information without providing coun- 
terbalancing incentives for its proper release. This defect 
in the laws leads to an excessive overevaluation on the side of 
secrecy, just to be on the safe side. Many responsible Govern- 
ment officials recognize the defects in the present laws that en- 
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courage, or even require, undesirable restrictions on informa- 
tion that they are powerless to lift (hearings, p. 755). 

Each person in the Government and in fact many outside 
have the responsibility of stamping security on any item that 
conceivably might have an effect on the security of the United 
States, from the point of view of the security of information. 
There is no encouragement for him to keep the matters un- 
classified. 

Let me say it this way: If he were to fail to stamp some- 
thing secret that later some official ruled should be secret, he 
would be to blame. 

Mr. Horrman. He would get a penalty from somewhere. 

Dr. Berkner. He would be penalized. But there is no 
penaity for stamping something secret which shouldn’t be 

ept secret (hearings, p. 3456). 

Dr. Urey. We must recognize that in any situation such as 
this, that the people who make decisions are not completel 
freeagents * * * . Itisnot possible for these people to ‘duke 
entirely independently of wiiat the public opinion is, and 
only when public opinion comes to recognize that secrecy 
is not an overwhelmingly important thing is it possible for 
anyone to make a decision that is correct and objective (hear- 
ings p. 814). 

t just is impossible for anyone to sit on a board and try to 
make decisions about these matters without realizing that if 
they can make the wrong decision, there may be some commit- 
tee of the House or of the Senate that will institute an investi- 
gation of their behavior (hearings, p. 825). 


Chairman Moss agreed : 


Well, we are studying the problem that is a problem of the 
American people and of their Government, and I think Con- 
gress has to recognize a certain responsibility in sort of edg- 
ing people over to the overly cautious side in the classifying 
of information. Some committees from time to time have 
jumped on personnel, or Federal departments, or agencies and 
have been very critical of them (hearings, p. 1061). 


Mr. Gardner added other reasons: 


Mr. Moss. You indicated in your opinion about a million 
persons can now classify ? 

Mr. Garpner. I am sure it is more than 1 million because 
there are several systems of classification. There is the in- 
dustrial-security system, and documents originating within 
industrial organizations which have Government contracts 
can be classified by their originators. Within the Military 
Establishment, I am sure there are at least 1 million people 
who can originate classification of documents (hearings, 
p. 1051). 

In the case of a certain “top secret” document: 


Mr. Garpner. It was simply an instruction from the Office 
of the Secretary of Defense to cancel this project. The rea- 
son for putting top secret on it perhaps was that the office 
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issuing the instruction to cancel did not wish to be identified 
with it (hearings, p. 1047). 

Mr. Moss. Is it possible that some of the classification that 
is being used is being used to save departments, agencies, and 
individuals from possible embarrassment ? 

Mr. Garpner. Yes; I am sure that that occurs quite fre- 
quently (hearings, p. 1061). 


The most frequently cited reason for overclassification of research 
developments, however, was summed up by Dr. Furnas: 


Dr. Furnas I feel there is at least very substantial over- 
classification, and the reason for this is primarily human 
nature. I think that there have been a number of cases where 
people have gotten into a certain amount of difficulty, or at 
least a reprimand, for lack of classifying documents or for 
underclassifying them. 

But I don’t think anyone ever got into difficulty because 
he overclassified anything. So, it is a matter of the defensive 
mechanism of the human being; when in doubt, he classifies 
it high. I think this is the real reason. It is a matter of fear, 


if you choose, that leads people to overclassify (hearings, 
p. 3163). 


Mr. Gardner appended his personal confession to this statement: 


I have done it myself. It is a natural thing to do and is 
just part of the system. “When in doubt, give it the next 


highest classification.” That is about the rule (hearings, 
p. 1061). 


And Vice Adm. John M. Hoskins, returning from retirement to 
become the Defense Department’s Director of Declassification Policy, 
put the problem in terms that the Pentagon can understand: 


Throughout the 180 years of our Government, however, I 
have never known a man to be court-martialed for over- 
classifying a paper, and that is the reason, I am afraid, we are 
in the mess we are in today (hearings, p. 3055). 


XVII. DecLassiFICcATION 


The scientific panel which appeared before the subcommittee in 
March of 1956 argued for a system of automatic declassification of 
technological information. 


Dr. Livineston. I look with considerable favor on auto- 
matic declassification after a certain period of years as an 
intermediate step in trying to bridge the gap between present 
policies and what I would hope would be a future policy. 
It might be a good intermediate step. In that event, we 
could perhaps expect that the people who have the respon- 
sibility for classification would reinstate classification by 
proving that it was necessary whenever the date arrived, so 
they could still keep anything classified as long as they felt 
it necessary. 

Mr. Mrrcuett. Provided they justified it? 
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». preeeae Provided they justified it; yes (hearings, 
. (45). 

: Dr. Berkner. Unlike tactical secrets of the battlefield that 
terminate with the battle, technological secrecy on a weapons 
project or idea has no natural terminal date. All technologi- 
cal secrets deteriorate with time, and should be arbitraril 
declassified after a year or two so that the technological = 
vantage can continue to accrue from greater progress (hear- 
ings, p. 760). 

Dr. Urey. Documents should be classified only for a limited 
time, perhaps 1 year, and thus should automatically come 
back to the authors for reclassification at regular and fre- 
quent intervals. Mostly the importance of secrecy becomes 
very slight in a short period of time (hearings, p. 795). 

Dr. Houston. Now, I understand from the newspapers 
this morning that one of the suggestions made yesterday 
was that there be some time limit on classification of any 
such document, after which rejustification would be required 
in order to maintain the classification. That seems to me a 
very sensible suggestion. I wouldn’t want to commit myself 
as to the period. I think I would perhaps make it a little 
longer than Dr. Urey has. I would make it maybe as much 
as3 years. But I would think that after a document has been 
classified for 3 years it might very well be appropriate to have 
it automatically declassified unless it were reclassified by the 
appropriate authority (hearings, p. 799). 


Dr. Bronk, in an exchange with Chief Counsel John J. Mitchell: 


Mr. Mrrcnetz. Dr. Bronk, and all members of the panel, let 
us return to this matter of declassification. 

At the time that a paper is classified should the originator 
be required to place on it a date for automatic declassification, 
or review of classification, so that he must justify reinstating 
it in a classified status? 

Dr. Bronx. I feel very strongly that your suggestion is not 
only desirable, but necessary if we are going to do anything 
about it. Iam sure that information which I was responsible 
for classifying as secret in 1942, 1943, 1944, and 1945, is prob- 
ably still classified as secret. Why? Because it involved 
information regarding troop strength, which was certainly 
essential for secrecy at that time; it certainly is not important 
now. There is no machinery that I know of whereby these 
things automatically come up for review periodically unless 
you put a certain time limit on it (hearings, p. 895). 


Actually, automatic declassification has been provided for ever 


since the issuance of Executive Order 10501, on November 5, 1953. 


Section 4 (a) of that order stated: 


To the fullest extent practicable the classifying authority 
shall indicate on the material (except telegrams) at the time 
of original classification that after a specific event or date or 
upon removal of classified enclosures the material will be 
downgraded or declassified. 
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Early in the subcommittee’s hearings, it became apparent that the 
Executive order was being ignored in substance and spirit, at least 
where scientific and technical information was concerned : 


Dr. Henverson. I was going to go on to say that this docu-’ 
ment if lived up to in entirety is an excellent one and I said 
this much this morning in my testimony * * *. In my ex- 

erience I have not seen any scientific papers so marked, 
houses (hearings, p. 903). 


Mr. Gardner, in an exchange with Chairman Moss: 


Mr. Moss. Under the President's Executive order setting 
up the three classifications, the agencies of Government classi- 
fying documents were sepeees to put on them some date, or 
some event which would bring about their declassification or 
review. Is there an adequate review of this classified ma- 
terial or are there proper notations on it to bring about its 
declassification ? 
Mr. Garpner. On the first point, I am not aware of an 
adequate review to bring about declassification. On the sec- 
ond point, I recall having seen no statements, “Unless re- 
classified, this becomes unclassified on such and such a date.” 
I have never seen that on any document (hearings, pp. 1061- 
1062). 
That the practice of ignoring the declassification instructions in the 
Executive order was indeed widespread was indicated. in a letter to 
1: the subcommittee from the Technical Information Division of the 
Armed Services Technical Information Agency (the TID, at the time, 
was being operated by the Library of Congress) : 


We have examined a onpins of 200 classified technical 
reports representing issuances of the Army, Air Force, and 
Navy received by this center and published subsequent to the 
date of Executive Order 10501. None of these documents 
carry a statement of downgrading or classification as de- 
scribed in the Executive order. 
Sincerely yours, 
Roserr S. Bray, 
Chief, Technical Information Division, 
Library of Congress. 





(Hearings, p. 1030.) 


On July 8, 1957, the Department of Defense—perhaps mindful of 
this oversight—included the following language in DOD Directive 
5200.1: 


T° ADVANCE SECURITY PLANNING 


The basic study or project will include appropriate security 
guidance, which may be included in a special annex, covering 
such points as: 

“1. Issuance of guides for the assignment of classification 
categories to various portions of the project, as appropriate. 

* * * * * * * 
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“3. Planning for phased downgrading, declassification, and 
public release of information concerning the project when 
practicable.” 


The new directive, however, was equally ignored, as proven by & 
second letter from ASTIA dated almost 4 months after the issuance 
of DOD Directive 5200.1: 


Dear Mr. Cuatrman: I refer to your letter of October 14, 
1957, to the ASTIA Reference Center, Technical Information 
Division, of the Library of Congress, in which you requested 
information concerning documents received by that agency. 

Answers to specific questions set forth in your letter are as 
follows: 

1. Question: What is the total number of documents in 
your possession postdated July 8, 1957? 

Anwer: Seven hundred documents are postdated July 8, 
1957. Of these 700 reports, 165 had been assigned a security 
classification. Thirty are classified “Secret,” and 135 are 
classified “Confidential.” 

2. Question: How many documents assign “classification 
categories to various portions of the project”? 

Anwer: None. 

3. Question: How many documents contain oe for 
phased downgrading, declassification, and public release of 
information concerning the project” ? 

Anwer: None. 

4. Question: How many documents contain any other 
form of “security guidance,” what are the specific forms of 
such guidance, and to how many documents does each such 
form apply? 

Answer: Fifteen of the classified reports contained some 
downgrading instructions: 

(a) Ten contained the statement, “Regrading data cannot 
be predetermined.” 

) Five contained the statement, “The security classifi- 
cation of this report should be downgraded when appropri- 
ate to conform with the United States Navy Security Manual 
for classified matter and current Bureau of Aeronautics direc- 
tives setting forth security classification policies for naval 
aircraft and equipment” (hearings, p. 3058). 


In the meantime, the Department of Defense had investigated the 
possibility of adopting measures similar to the Atomic Energy Com- 
mission’s declassification manual. A staff study of this manual was 
presented to the three services via the Defense Department’s Research 
and Development Policy Council, then headed by Dr. Furnas. Mr. 
Clements described the services’ reaction to the AEC’s declassification 
system in testifying before the subcommittee on November 13, 1956: 


The request was uniform of the three services at the meeting 
that they be allowed to study the system in detail and be 
allowed to report back in writing to the Assistant Secretary of 
Defense for Research and Development at a later date. . . 

Mr. Fasce.y. Have they done that? That is, have the 
three individual services done that? 





+ @ 


oP 


» 


AVAILABILITY OF INFORMATION 37 


Mr. Ciements. Yes, sir. I believe that we have received 
the written statements from the three services. 

Mr. Fascetn. Did they recommend any changes in the 
classification system ? 

Mr. Ciements. As I recall they did not. 

Mr. Fasce.u. So, we have this now: Is this statement 
correct? The three services as a result of a meeting of the 
Research and Development Policy Council have completely 
reviewed their respective activities related to classification and 
declassification and each of the services have now reported to 
the Assistant Secretary of Defense for Research and Develop- 
ment and each of the services has recommended no chan 
either in classification or declassification and have generally 
said they are doing everything they can with respect to their 
own operation ? 

Mr. Ciements. That is substantially right (hearings, 
pp. 1762-1763). 


The reaction of the services differed somewhat from that of Dr. 
Furnas, as became obvious when he testified before the subcommittee 
on November 19, 1957: 


Mr. Moss. Do you have any idea why the three services 
decided after study, that the Atomic Energy Commission’s 
declassification guide system could not be applied in their 
departments ? 

Dr. Furnas. It was primarily on the basis of the volume 
of work that would be involved, because I must admit that the 
task of reviewing and thoroughly reviewing the mass of past 
reports was appalling. They expressed—at least the groups 
I talked to—a moderate amount of willingness to adopt some 
such system for current publications. They felt, however, 
that, if they would really make what they had work better, 
it might serve the purpose adequately. . . 

Mr. Moss. Do you personally feel that the AEC’s declassifi- 
cation system could be applied in one form or another? 

Dr. Furnas. If it were carefully planned, and I think there 
should be recognition that it does cost a fair amount of money. 
I think this should be in the budget consideration. 

Mr. Moss. Of course we are all interested in whether the 
results would be of sufficient importance to justify the cost. 

Dr. Furnas. You would never be able to prove that one way 
or the other, I am afraid. 

Mr. Moss. Do you have a view on that? 

Dr. Furnas. I think they would be, myself. That is my 
personal view. 

Mr. Moss. You think it would, say, reflect about parity be- 
tween cost and advantage, or do you feel that there would 
be a substantial advantage in excess of any possible cost? 

Dr. Furnas. I think over a period of years there would be 
a substantial advantage (hearings, pp. 3164-3165). 


One reason that automatic declassification presents an especially 
difficult problem in the field of scientific and technical information 
was suggested to the subcommittee by Dr. Berkner: 
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Technological secrets are not like other secrets. We must 
recognize the secrecy of a battle order; tactical secrecy which 
of course has a terminal date when the battle is fought; 
secrecy with respect to intelligence which has a terminal 
date when the general intelligence is disclosed; secrecy with 
respect to our intentions or certain aspects of the manipula- 
tion of our foreign policy. 

But in the field of technological secrecy we do not have 
normal, natura] terminal dates built into the classifications 
as we do in these other things. Therefore, technological 
secrecy applied to specific items tends to persist for very long 
periods of time (hearings, pp. 771-772). 


Later, General Daley, spéaking for the Defense Department, indi- 
cated his agreement: 


It is a very easy matter on operational orders where you 
issue campaign orders to do something—you can always say 
“After you achieved your objective military-wise you can 
downgrade the bulk of the orders for historical purposes.” 

But for research and development it is difficult to do the 
same, and we have found uniformly a very difficult. task at 
estimating those dates or events (hearings, pp. 1777-1778). 


Mr. Clements suggested a second reason that declassification of 
scientific information had been ignored : 


For declassification one must use scientific and engineering 
manpower which is the identical scientific and technical man- 
power that is so critical in supply and so needed in the 
weapons systems program at the moment (hearings, p. 1762). 


He was supported by two of the spokesmen for the individual 
services : 


General Mitts. You classify in the process of doing your 
work. You are doing your technical job at the time you 
are classifying. When you declassify, then you must drop 
your work and go back and review the documents and you 
are not doing anything constructive in the technical area al- 
though you may be doing something constructive in the 
declassification area. 

Of course, we are short of manpower to do the constructive 
technical job that needs to be done and which we can put on 
declassification work (hearings, p. 1764). 

General Datry. We do have a declassification program in 
the Army and we are now reviewing about 240,000 documents 
out of approximately 2 million documents on file. 

This is about 10 or 11 percent. We know that we could 
declassify more documents if we applied more personnel to 
it. We do not believe that we are justified in diverting a 
greater effort to it than we arenowdoing. * * * 

The reluctance to go to a centralized guide, or to go to an 
expanded operation in the declassification field is simply a 
feeling on the part of the services after a survey, of our 
technical services I should say, that we would have to divert 
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a greater part of our scientific manpower to this and it was 
not justified (hearings, p. 1768). 


The additional workload was explored by General Daley in an 
exchange with Congressman Fascell : 


General Datey. If I take a document that originated in 
1950, I review it in 1951. It is still classified. Im 1951 I 
review all the documents originating in 1950. Then in 
1952 

Mr. Fascetu. It is cumulative? 

General Datey. Yes. So if I review 200,000 documents 
and only declassify 20,000, I have 180,000 to declassify the 
next year in addition to any that I have accumulated. 

Mr. Fascetu. I follow you. This would take an increase 
in personnel (hearings, p. 1779). 





The Defense Department argument against automatic declassifica- 
tion dates for technological information was summed up by Admiral 
Bennett : 


The question originally asked was, Why not have it come 
back to the fellow who originally classified the rule on the 
declassification? One reason is the snowballing effect that 
General Daley mentioned. The other reason is that most of 
the people responsible for classification are already working 
overtime now, and I do not think they could fit it in (hear- 
ings, p. 1780). 


Dr. Furnas, who was in command of all Defense Department re- 
search and development at the time Mr. Clements, General Daley, 
Admiral Bennett, and General Mills presented the above testimony, 
was still not convinced when he himself appeared before the ob 
committee a year later: 


It has been suggested several times, of course, that we have 
an automatic Seclassifoation on a time scale for documents. 
I think this has very great virtue. It again would have some 
hazards, but I, personally, would like to see it tried. 

I think it ought to be on a sliding time scale, however. Let 
us say that confidential documents might be automatically 
declassified in 1 year. Secret documents would move down 
to confidential in 1 year, which would mean it would take 
2 years to declassify those. And let’s say top secret, if you 
wanted to include that in the same system, would take 3 years 
to become unclassified * * *. 

I think you would have to have a rather definite system to 
make it work. I think the declassification date should be tied 
on the date that it was classified, at the specified date it then 
automatically becomes declassified. unless it was reevaluated 
within that time and it was determined that it should not be 
declassified. I think you should always allow the classifying 
agency to reevaluate and say, “No; this should not yet be de- 
classified” (hearings, p. 3163). 


Finally, Admiral Hoskins, the Defense Department’s Director of 
Declassification Policy, sided with the automatic declassification policy 
favored by the scientists and Dr. Furnas: 
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Mr. Moss. One of the recommendations made at the scien- 
tific panel before this subcommittee in March 1956—and act- 
~~ one of the requirements of the Executive Order 10501— 
Is the fixing of some date for review or declassification at 
the time of classifying documents. 

What steps are being taken to require at the time of classi- 
fication that a date be affixed either for the automatic down- 
grading or for a review to require an affirmative decision to 
continue classification ? 

Admiral Hoskins. Mr. Chairman, the reason I took time 
out, sir, is that we have had a subcommittee working on that. 
Captain Egbert of my staff is here. It is still under study, 
sir. We hope to come up—that is, I think this opens a very 
good field where we can cut down at the source. If we can do 
that and make people go back and review and downgrade 
on a time basis or an event basis, I think we will begin to hit 
real pay dirt (hearings, pp. 3042-3043). 


XVIII. Neep ror Spectra, Ruies on CLASSIFICATION AND 
DECLASSIFICATION OF TECHNOLOGICAL INFORMATION 


The unique problems involved in the flow of technological informa- 
tion have already been indicated. Several expert witnesses who 
appeared before the subcommittee suggested that solutions to these 
problems required special rules for classification and declassification. 


Dr. Berkner. We must understand clearly, that in ap- 
plying technological secrecy on an evergrowing scale after 
1930, that we had no previous experience on which to go 
since it arose from a situation new to society and to armies. 
We did not then understand that technological secrecy was 
quite a different matter than the secrecy of tactics and battle 
order, of communication codes, of intelligence, and of 
intentions. 

Since that time our experience with technological secrecy 
has grown, and it is now time to revise our policies in the light 
of the consequences that can be read with ever-increasing 
clarity (hearings, p. 757). 

Mr. Garpner. I think there are perhaps two kinds of clas- 
sification systems required—security systems. One is for the 
military situation, related to plans, deployment, strategy, 
tactics, extent of preparedness, and so on, and the general 
military situation. 

The other relates to taking advantage of technological 
breakthroughs as they occur, and causing technological 
breakthroughs to occur. And here one needs the most lib- 
eral kind of security rules (hearings, p. 1057). 


To date, however, the only special security rules for release of 
scientific information are contained in Department of Defense Di- 
rective 5230.12 and the counterparts of this directive issued by the 
three Services. DOD Directive 5230.12 provides for the release of 
information on military aircraft, siroentt engines, and missiles as 
these devices pass from design stage to mockup to production to oper- 
ation. It must be noted, however, that this directive specifically bans 
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release—at any sta f practically all information which would be 
of real scientific valen; nbediog “General engineering principles and 
aerodynamic design information,” “Exact performance and character- 
istics data,” “Engineering design information,” and “Design studies.” 
Typical examples of the information eventually to be released in each 
case are: “Model designation and manufacturer,” and “External 
photographs” (cf., hearings, pp. 2156-2158). 

The Coolidge Committee on Classified Information, a special study 
group which reported to the Secretary of Defense on November 8, 
1956, took note of DOD Directive 5230.12, and recommended that it be 
applied to other fields. The committee did not, however, suggest any 
other special rules for classification and declassification of scientific 
information (cf., hearings, pp. 2133-2146). 

In this connection, it is pertinent to note the testimony of the chair- 
man of the committee, Charles A. Coolidge, who appeared before the 
Government Information Subcommittee on March 11 and 12, 1957: 


Mr. Fascetu. Mr. Coolidge, did the Coolidge committee 
have the benefit of recommendations of the service Secre- 
taries on the subject of the release of technical information ? 

Mr. Cootmer. We conferred with all the service Secre- 
taries except the Secretary of the Air Force, Mr. Quarles, 
who was out of the country at the time. I don’t remember 
that we went into the matter of technical, scientific matters, 
as distinguished from general security matters (hearings, 
p. 2111). 


On pages 2012 to 2014 of the same hearings record, Mr. Coolidge 
listed the 37 witnesses consulted by his committee. A staff analysis 
of this list shows that the Coolidge committee failed to consult a 
single scientist or a single representative of the various Pentagon re- 
search and development offices. 

The most recent official word on special rules for classification and 
declassification of scientific information was contained in the Defense 
Department analysis presented to the Government Information Sub- 
committee on April 4, 1957: 


The policies regarding declassification and downgrading 
cover all categories of security information without differen- 
tiation of scientific and technical information as a separate 
category (hearings, p. 2361). 


This same official analysis also indicated the inadequacy of DOD 
Directive 5230.12 and its counterparts: 


1. Scientific and technological progress is being made at 
ever-accelerating rates. Therefore, the downgrading and 
declassification problem is a continuous one of increasing 
magnitude. Guide lines pertaining to particular technical 
areas become out of date in a very short time. 

2. Even with the unlikely achievement of a complete sys- 
tem of classification and declassification guidelines covering 
all known scientific and technical information, there is a con- 
siderable problem in the indexing and retrieving of reports. 
Technical information is scattered throughout many unin- 
dexed documents. It is, then, a difficult task to implement 
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Thus, the fundamental problem remains unanswered. As Dr, Hen- 
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declassification of a particular technical area by finding all 
references to it in classified documents (hearings, p. 2364). 


derson testified on March 9, 1956: 


One method of forcing declassification was developed in an ex- 


Some people feel that science is properly classified, if it is 
classifiable at all, in one system, and military matters in 
another (hearings, p. 917). 


XIX. DectassiricaTtion ComMMISSION 


change between Chairman Moss and Dr. Berkner: 


Mr. Moss. Dr. Berkner, you have indicated that about 
90 percent of the material now classified could properly be 
declassified. 

As I recall, that figure was used by at least two other wit- 
nesses who have appeared before this subcommittee. 

What approach do we use to establish standards for de- 
classification? Do we create some board or commission ? 
Do we need an advisory panel? What procedure would 
you recommend for declassification ? 

Dr. Berxner. It seems to me, Mr. Chairman, that to un- 
dertake this job we must first of all set up very rigorous 
specifications of what should be classified and then by ex- 
clusion declassify the balance. 

There are a few items in.our national storehouse of know]l- 
edge that are very clearly items which should be kept secret. 
I believe the specification of what should be kept secret is 
far more easy to define than the specifications of what should 
be declassified. 

Mr. Moss. You feel this is a job which could be done. 

Dr. Berkner. Yes, sir. 

Mr. Moss. What group is best qualified to do the job? 

Dr. Berxner. Since classified information resides in many 
Government departments it would probably require a special 
commission having a judicial cast to study the problem, to 
make specific recommendatiogg on what secrets should be 
kept and to endeavor to define‘and restrict these in such a 
way that the general declassification could proceed rapidly 
(hearings, p. 3451). 


He later defined “judicial cast :” 


Mr. Horrman. Pardon me. What do you mean by “ju- 
dicial cast” ? 

Dr. Berxner. In the position of judging the relative ad- 
vantages of progress on the one hand with respect to the 
protection of a secret on the other: to look at the problem of 
security broadly and to make recommendations to the Presi- 
dent with regard to changes in security regulations so that 
we can have more progress and less blocking of information 
(hearings, p. 3460). 


And suggested the composition of such a commission : 
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Dr. Brerxner. I think, Mr. Mitchell, that the members 
should be from various areas of American life. Perhaps a 
member from business, a member from the academic profes- 
sion, a member from the scientific profession, certainly from 
the legal profession. It should represent various segments of 
American life so that different views on the basic judgment 
of what should or should not be declassified Saeed ex- 
pressed (hearings, p. 3461). 

Dr. Cox: 


Mr. Moss. Would you agree with the recommendations of 
Dr. Berkner that this problem could best be solved by a board 
or a commission with broad representation from the military, 
from business, industry, and science ? 

Dr. Cox. I think that is probably as good a solution as can 
be devised at this time. As I said, ideally, I would like to see 
no security classification, but I will admit that it is probably 
necessary that there be some. 

Therefore, any system that would be devised that would 
eliminate multiple clearances and such things as that, I would 
say be the next best thing to no security classification at all 
(hearings, p. 3518). 

Dr. Brode: 


Dr. Bropr. Dr. Berkner pointed out yesterday in the staff 
of the security office there should be a panel which includes 
not only the scientist but the lawyer and the businessman and 
others, so as to make these policy decisions. And I think this 
is the type of group that should make the ultimate decisi » 
on this (hearings, p. 3504). 


An exchange between Chairman Moss and Dr. Weaver suggested 
the level at which a declassification commission should operate and 
proposed an immediate task for such a group: 


Mr. Moss. Doctor, I have a few questions. Dr. Berkner 
made two suggestions which were seconded by Dr. Hughes 
and supported substantially by Dr. Brode. One would be the 
creation of a Declassification Commission with broad repre- 
sentation from science, industry, and Government. The 
Commission would determine the areas within the Gov- 
ernment where classification of information would be re- 
quired. Do you feel this proposal would be a constructive 
step in solving the problem of what to classify and what to 
make available ? 

Dr. Weaver. If such a commission could be set up on a high 
enough level. 

Mr. Moss. It would have to be directly under the President. 

Dr. Weaver. And if the climate of Washington is such that 
it will be worth their while to doa hard job. In other words, 
if there is a reasonable assumption that serious attention 
would be paid to what they said, I think it would be a good 
thing to do. 

Mr. Moss. You define three areas, the clear field of basic 
science where you suggest there should be no classification. 

24543—58——4 
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Dr. Weaver. Yes, sir. 

Mr. Moss. And no use of the need-to-know criteria. 

Dr. Weaver. Yes. 

Mr. Moss. Then you stated there is the gray area between 
basic science and its specific application to hardware. 

Dr. Weaver. That is right. It is in that intermediate area 
where the problems lie. 

Mr. Moss. In this gray area where we apply classification 
and restrict the availability of information: Do we diminish 
the Nation’s opportunities for greater scientific progress ? 

Dr. Weaver. I think that question is so important that it 
deserves the careful study that you have suggested. My con- 
viction prior to such a study is that the answer is “Yes.” 

Mr. Moss. It is a matter which would require the immedi- 
ate attention of such a commission. 

Dr. Weaver. Yes (hearings, pp. 3555-3556). 


XX. Lack or Untrorm CLASSIFICATION 


Another problem discussed by witnesses was the lack of uniform 
classification procedures. 

Trevor Gardner mentioned the problem when he appeared before 
the subcommittee on July 12, 1956: 


At present, any responsible individual within the Defense 
Department who originates a document may establish a 
classification for it. This means there are more than 1 million 
people within the Government who can originate classified 
documents. I think it follows rather logically from that, and 
my experience bears the fact out, that the criteria these 
individuals use in establishing whether a document should be 
confidential, secret, or top secret is not necessarily uniform 
(hearings, p. 1046). 


The fact that the Defense Department and the Atomic Energy 
Commission employ entirely different classification systems also came 
in for criticism in the course of the subcomittee hearings. The record 
shows this criticism was based, in part, on the official Report of the 
Panel on the Impact of the Peaceful Uses of Atomic Energy, dated 
January 1956: 


The dual system on classification by the Commission and 
classification by the Defense Department gives each system 
of classification, military and atomic, added staying power 
since perfect coordination of the two systems is never pos- 
sible. When the Commission does not desire to release data 
someone wants, it can imply objections from the Defense De- 
partment, and vice versa. In the meantime, opportunity 
exists for accidental realease of vital information through 
the failure to coordinate (hearings, p. 1067). 


Several witnesses before the subcommittee agreed with the panel’s 


findings: 


Dr. Houston. It seems to me I have two mre points 
to make. The first is to emphasize my support of a recom- 
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mendation which was included in a recent study of the panel 
on the impact of the peaceful uses of atomic energy. The 
panel’s report to the Joint Committee included the sugges- 
tion that some attempt be made to work out a unified system 
of classification for the Atomic Energy Commission and the 
Department of Defense. As you perhaps know, there are now 
two completely independent systems. They use different 
language. They require different clearances. Since the De- 
fense Department has to make use of weapons devised b 
the Atomic Energy Commission and its laboratories, this 
leads to a good deal of uncertainty on the part of people 
engaged in conferences as to whether or not they are author- 
ized to discuss matters which they have learned in one 
connection or the other. 

I think a unification of that system of classification would 
relieve a good deal of confusion ae Pp. 798-799). 

Mr. Garpner. I certainly agree with Dr. Houston. There 
is a need for a uniform system, and I think the people, at 
least in the Defense Department, realize this. It is cumber- 
some and time consuming and inefficient the way it is (hear- 
ings, p. 1066). 

Dr. Hueues. I am dealing mainly with the Atomic Ener 
Commission classification, but I would say even there, with 
several types of clearances, even within this one agency, it 
gets a bit complicated, and a little difficult to tell what the 
status of definite pieces of information are, so I would 
certainly say if that is multiplied by other types of classifi- 
cation, [ would say that for sonighade like Dr. Houston, 
who has to deal with several of these at once, it must be 
extremely difficult, and if it could be possible to have one 
system it would be of great advantage (hearings, p. 853). 


XXII. Toe Mottrete CLEARANCE System 


Scientists appearing before the subcommittee cited the lack of 
uniform security clearance as one of the major problems they faced 
in attempting to perform work for the Government. Under present 
regulations, each agency sets its own standards for personnel clear- 
ance, and does not necessarily accept the judgments or clearances of 
other agencies. One result of this is a duplication of investigations, 
delay awaiting clearance, and in some cases contradictory decisions on 
the same individual. 

Perhaps the most pointed testimony offered was that by Trevor 
Gardner, appearing before the subcommittee on July 12, 1956: 


Using the same raw data from the FBI, there are different 
clearance criteria in the various Government agencies. For 
example, AEC has different clearance criteria than Defense. 
Defense has different clearance criteria than the Air Force, 
the Army, or the Navy. It is possible to be cleared in the Air 
Force but not be cleared in Defense. It is possible to be 
cleared in CIA but not be clearable in any of the other 
agencies, or vice versa. It is possible to be cleared in all the 
agencies and have one of the agencies remove one’s clearance 
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and have all the other agencies remove the clearance for the 
same reason, even though the clearance criteria might be 
different (hearings, p. 1048). 


Another personal reaction was given the subcommittee by 


Struve: 


I have been very much bothered as a taxpayer with the num- 
ber of times the same people come to me, asking the same 
questions about the same persons on types of Government 
work that they are not permitted to reveal to me, so that we 
are duplicating these processes. I myself have been cleared 
and any number of times for different sorts of things. I don’t 
remember now what I was cleared for and what I was not 
cleared for. The whole situation seems to me to be a mess 
(hearings, pp. 854-855). 





Despite these comments, Admiral Bennett testified against any at- 


The responsible military official in a laboratory—and it 
could be any part of the Department of Defense—has a mili- 
tary command responsibility for the security of that activity. 
Now, what we are really talking about is the right of that 
commander to review the clearance data on which another 
service based its clearance. He has the right, I am quite 
sure—and it has been upheld many times—of denying that 
individual clearance for employment because of his personal 
responsibility for security. I know of no way to relieve him 
of that responsibility. If that is what we are talking about 
then this is, I believe, right and proper (hearings, p. 1738). 

Mr. Moss. What objection would there be to a Department 
of Defense clearance which would then permit any of the 
services to hire the man? 

Admiral Bennerr. Why not a governmentwide clearance? 

Mr. Moss. That would be my next step. There could be a 
conflict between the Atomic Energy Commission and the 
various departments of the military service. 

Admiral Bennett. I do not believe it is practicable (hear- 
ings, p. 1739). 

Mr. Moss. Did not Mr. Gardner indicate there had been 
denial of clearance between the services ? 

Admiral Bennett. I have done it myself * * * there may 
very well be reasons why you do not necessarily agree in a 
particular installation with someone else’s clearance. I was 
myself involved some years ago in exactly that sort of case, 
where an individual was cleared by the Department of State 
for secret work and I refused to clear that individual in a 
laboratory (hearings, pp. 1738-1739). 


tempt to diminsh the authority of each service, and of agencies within 
the services, to conduct their own clearance reviews and investigations: 


At one point, Admiral Bennett appeared to favor a central clear- 


ance procedure for the military services: 


Mr. Fascetn. Do you see anything wrong in having a tri- 
service clearance board for clearance available to all three 
services ? 
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Admiral Bennett. I do not see anything so fundamentally 
wrong with it; no, sir (hearings, p. 1741). 


But later the same day, he reversed his field a second time: 


a Mr. Chairman, I would like to have a smal] qualm about 

the suggested centralized clearance agency. Centralized 
large organizations, as this would be, I am sure, tend to lose 
contact with the individual (hearings, p. 1746). 


Mr. Gardner suggested one possible reason for Admiral Bennett’s 
qualms: 


I can just say that when I was in the Air Force, if we 
had a man cleared by Air Force standards, I was relue- 
tant—if he was a marginal case—to submit him to an addi- 
tional clearance, just in the fear that he might get turned 
down, particularly if he was a man we needed. I think 
what keeps it alive, as much as anything, is just the appre- 
in hension of what one system might do. 

S$: But it is needed (hearings, pp. 1059-1060). 


The application of this compartmentalization of clearance was 
clearly expressed in the testimony of Major Generals Daley and 
Mills before the subcommittee November 13, 1956: 


Mr. Moss. The complaint of many members of our panel 
was that lacking a uniform clearance they could not get to- 
gether and discuss problems of mutual interest or concern, 
get together informally. Is that a correct statement on their 

art? 
, General Datey. I would say that that is a correct state- 
ment, because one individual has a secret clearance and 
another individual has a secret clearance would not neces- 
sarily authorize them to get together and discuss a common 
subject (hearings, pp. 1724-1725). 
* * * * * 

Mr. Moss. If you have a scientist now cleared for top se- 
cret in the Air Force, and another with the Army, and say 
they are both working on a missile program; they cannot 
discuss common problems even though the military objective 
may be almost identical ? 

General Mus. * * * I would think that if you are talk- 
ing about specific projects, and you are talking about, 
say, an Army scientist involved in a specific Army missile, 
an Air Force scientist is working on a specific project, 
another missile, that without some sort of authority they 
would not necessarily get together and discuss this thing. 

Mr. Moss. I think that is the important point which was 
made by the scientific panel. 

General Miuus. Personally I don’t think they should, Mr. 
Chairman. 

Mr. Moss. General, at that point I would like to express 
my disagreement (hearings, pp. 1725-1726). 


Further testimony that day, in which General Mills attempted to 
explain just what he opposed in a uniform clearance policy failed to 
make his position entirely clear. 


ear- 
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Dr. Bronk discussed with the chairman, the effect of multiple 
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Mr. Fascexu. I am interested in the general’s viewpoint. 
I want to know why it is that you feel that a scientist cleared 
in a specific Air Force project should not discuss matters with 
another scientist who is cleared for a specific project in the 
Army, for example? 

General Mixus. I think if I inferred this that I was wrong, 
because I really don’t feel that way at all. 

Mr. Fasceti. Then I probably stated the position incor- 
rectly. 

General Mirus. I think I was inferring that they have a 
feeling they cannot do this, and probably under existing 
conditions there may be cases where they feel that they can- 
not do this. I am not opposed to it, no, sir; I really am 
not (hearings, p. 1726). 


clearance on scientific achievement: 


Mr. Moss. Let us take the guided missile as one item of 
discussion. 

In the Government and under a Government sponsorship 
we have many programs of research and development and 
depending upon their degree of classification, we cave clear- 
ances required for every man engaged on those projects. 

The programs may be related in the principles or the 
theories with which the scientists must deal in developing 
them. It isn’t possible today, is it, for even those men who 
enjoy the highest of clearance to freely discuss among them- 
selves the different projects or the different theories involved 
in the projects on which they are working. Does that con- 
tribute to quick development or does it tend to retard de- 
velopment ? 

Dr. Bronx. If that were the case, if those who were them- 
selves cleared could not discuss matters with one another, 
I should think it would seriously retard it. I do not under- 
stand why this should be the case. 

Mr. Moss. It seems quite clear that it is the case, because 
we have one type of security clearance granted by the Atomic 
Energy Commission. It is an entirely different clearance, 
and I think perhaps given by different people, than the 
clearance which might be given to a man engaged in a proj- 
ect for the National Advisory Committee for Aeronautics. 
Also the various departments within the Department of De- 
fense issue their own types of clearance. Yet many of the 
physicists working for the Government might be dealing 
with theories that are common to all of their projects. There 
is a tight restriction upon their freedom to discuss the in- 
formation they have. 

What effect do you think that has, then ? 

Dr. Bronx. I see no reason why there could not be a con- 
solidation of the considerations which led to the clearance for 
one agency or another. 
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Mr. Moss. We could be expanding not only valuable time 
but valuable dollars, then, because of duplication in various 
projects. 

Dr. Bronx. I can conceive of that; yes, sir. 

Mr. Moss. It would appear, then, that we might be defeat- 
ing the security we seek because of the secrecy which we 


impose. 
r. Bronx. If it be unwisely applied; yes, sir (hearings, 
p. 902). 


It was clear from the testimony, however, that this problem was 
dismissed by Mr. Clements, who testified as a representative of the 
Assistant Secretary of Defense for Research and Development: 


Mr. Moss. Did you read the hearings of the scientific panel 
before this committee ? 

Mr. Ciements. Yes, sir, quite a while back. 

Mr. Moss. You do recall that uniformly the members of 


that panel expressed concern with this lack of uniform clear- 
ance 


Mr. Ciements. Yes. 

Mr. Moss. You indicated, I believe, in your personal sketch 
that you had a scientific background ? 

Mr. CLements. Yes, sir. 

Mr. Moss. Would you be inclined to agree with the state- 
ments of those panel members or do you feel they overstated 
the problem ? 

r. CLEMENT. In my opinion it is not a serious matter 
(hearings, p. 1724). 


A 3 later, the subcommittee heard testimony from Dr. Furnas, 
who had been Mr. Clements’ immediate superior in the Defense De- 


partment when the latter testified. The following exchange took 
place: 


Mr. Moss. In your judgment, is the present system of se- 
curity clearances—personnel clearances—on a service-by- 
service and project-by-project basis, operating satisfactorily ? 

Dr. Furnas. I feel it is cumbersome and leads to many 
complications. I, myself, would prefer to see a Department- 
of-Defense-wide system of clearance. I think it would be 
even better if you could incorporate the Atomic Energy 
Commission clearances into that, too. I have heard various 
arguments why this can’t be done, but it always seemed to 
me the arguments were not as strong as the need to cen- 
tralize it (hearings, p. 3161). 


Dr. Furnas further indicated why the earlier testimony of the of- 
ficial Pentagon spokesmen sometimes seemed to contradict itself on 
the question of uniform clearance: 


Mr. Fascetu. Now, sir, we are talking about servicewide 
clearances in the Department of Defense * * * 

Do you know whether such a proposition was ever con- 
sidered while you were in office? 


Dr. Furnas. I know of no definite time (hearings, p. 
3176). 
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Dr. Berkner elaborated on the desirability of a single clearance 
system—and a fault to overcome before it is adopted. 


This system, of course, represents a serious problem for 
most scientists because a scientist under the Atomic Energy 
Commission rules may not be cleared under the rules of the 
Department of Defense or vice versa. Consequently two 
scientists who are associated with each agency may find it dif- 
ficult to talk to one another on matters of vital joint interest. 

Certainly a more general clearance procedure would greatly 
help in communication among scientists. 

However, there is some danger from an overall clearance 
system by placing the individual in jeopardy since there 
would be only one point of appeal within the Government. 
This must be considered very carefully. It is my opinion, 
Mr. Chairman, that an effective security system should be 
founded upon keeping a small body of very essential infor- 
mation secret. Under these circumstances, one can bring se- 
curity to manageable proportions so that the great majority 
of information which is really not security information at 
all can be widely disseminated and so that only a relatively 
small number of people who can then be very carefully 
cleared need have access to those few essential secrets upon 
which our country’s safety really depends (hearings, pp. 
3449-3450). 


Dr. Hughes talked of the Alice-in-Wonderland quality of 
system : 


Mr. Moss. Would you care to give us your views on the 
multiple-clearance system which is employed today requir- 
ing agency-by-agency clearance? 

Dr. Hucues. That again hinders the progress of science. 
I actually don’t have statistics on anything like this. I can 
talk best from my own experience, and again I have Dr. 
Berkner’s difficulty that if I give examples, I will probably 
get my clearance removed. 

I can probably talk in a general way. I think it is pos- 
sible to describe it without getting into too much trouble. 

For example, scientists in our own laboratory at Brook- 
haven all have atomic-energy clearance, but we also have 
people at Brookhaven working for the Air Force. Now 
they have a certain type of clearance that Idon’t. Thus they 
may be making the same kind of measurements with neu- 
trons that I am making, but their reports are sent to the Air 
Force, and I wouldn’t be able to read their reports. 

So the problem is, when I am with these people, whether 
to talk or not to talk. I don’t know, if I ask them a ques- 
tion, whether it is on something I am not cleared to discuss 
with them. Now that is one difficulty—that we just can’t 
talk about our problems freely because we all have these vari- 
ous shades of clearance. 

The other difficulty shows up in exchanging the results of 
our research, or even in making measurements for people 
who have other types of clearance. 


the 
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One problem that we run into at various times: We may 
get a request to make a certain type of measurement. Now 
this request, let. us say, comes from the Navy, and the request 
may be for a certain nuclear cross section that we can meas- 
ure, which is needed for a certain part of the Navy program. 
However, I don’t have the clearance so that these pers can 
discuss the problem with me. They can simply tell me, “We 
would like you to measure such and such. We can’t tell you 
what we are going to use the measurement for.” 

The difficulty is, I can’t make the measurement correctly 
unless I know how the result is going to be used. So we are 
continually in the situation, where a certain measurement is 
required ; we don’t know what it will be used for, so we really 
can’t make the measurement intelligently. In fact, it is even 
difficult to ask for the correct size sample to get from these 
people, say, in the Navy, so we can make a good measurement ; 
that is, we spend much time talking back and forth in a sort 
of mumbo-jumbo, without revealing information that is 
classified (hearings, pp. 3472-3473). 


Dr. Brode: 


Now, concerning security clearance, I believe that multiple 
security clearances are not only a nuisance but my mere 
duplication have been known to result in conflicting determi- 
nations. 

If a great many investigators make separate calls to ask 
about an individual, people become suspicious and skeptical. 

Not all of this oaptinetitis is the result of stubbornness on 
the part of the separate agencies in declining to take anyone 
else’s word, but some is due to the laws establishing funds or 
programs requiring specific and separate clearances. 

There does not seem to be reciprocity with regard to clear- 
ances or even ability to retain a clearance status when one 
changes a position. This may result in long delays and the 
deprivation of scientists from reference to their own experi- 
mental work. 

Nondefense agencies who do no classified work except for 
defense agencies sometimes require separate security investi- 
gations, from the defense agency as well as their own. 

Visiting foreign scientists who come to do unclassified 
work must have a full field classified investigation in some 
nondefense agencies. This clearance requires about a 6- 
month wait, and in authorizing the agency to receive the 
worker the security clearance is for “unclassified information 
only” (hearings, p. 3489). 

Mr. Moss. Now in the area of applied science or weapons, 
we are told time and time again that each service insists on its 
own clearance procedures. Each service even carries clear- 
ance further by applying “need to know” to its own scientists 
in dealing with each other when they are seeking classified 
data outside of their assigned areas of interest. 

Would you continue this system or would you permit all 
engaged in comparable work for the Government to have 
access to all information. 
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When asked how the condition could be corrected, Dr. Brode 
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Dr. Bropg. I think a clearance so that all who are engaged 
in comparable work could have access to all material in the 
area is important. 

Mr. Moss. You would narrow the security areas and have 
area clearances rather than project-by-project clearance ? 

Dr. Brope. That is right; yes (hearings, p. 3496). 

Mr. Moss. On the matter of personnel clearance you would 
have a uniform standard. When the security board of, for 
example, the Department of the Air Force granted a clear- 
ance it would not be necessary if the individual started work- 
ing for the Department of the Army to go through the entire 
clearance procedure all over again ? 

Dr. Brope. This is true. I would like reciprocity with 
regard to clearances. Right now, we do not have that, and 
oe of the reason is due to legislative action. For example, 

unds granted to the State Department for certain foreign- 
aid programs require that the individual be cleared specifi- 
cally. Although he may have many other clearances, he 
must wait until there is another clearance established so 
that he may work with that particular fund, because there is 
attached to the law a statement that the clearance must be 
specific. 

Mr. Moss. Of course, that could be handled by agreement. 
If the Department of State felt that the clearance procedure 
of the Air Force was adequate for its needs, it could ad- 
ministratively agree that the Air Force clearance would 
apply, could it not? 

r. Brope. I am not quite certain, because in the regula- 
tions there are indications that certain points must be cov- 
ered in one clearance, which are not listed in another. For 
example, in certain State Department— 

Mr. Moss. You said regulations ? 

Dr. Bropg. Yes. 

Mr. Moss. Then, of course, that is an administratively 
arrived at, rather than statutory requirement. 

Dr. Bropg. I think maybe you are right (hearings, p. 
3506). 


suggested : 


I feel that perhaps the “new look” on science through the 
President’s Advisory Committee on Science may be of some 
help in the solution Paeavingls p. 3512). 


Dr. Weaver: 





In principle, the multiple system sounds to me crazy. To 
give you specific illustrations of the fact that it may or may 
not work out in a very inefficient manner, I am not prepared 
to do. But I surely cannot see why there should or need be 
separate procedure in different branches of the Government. 
This, in principle, seems to me so nearly incredible that I 
just in theory disbelieve it. 

Mr. Fascett. And the logical conclusion is that multiple 
clearance impedes scientific achievement ? 
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Dr. Weaver. I think without any question (hearings, 
p. 3542). 


XXII. Spectra, CLearRaAnce ProspLtemMs witH ScrenTIstTs 


Dr. Berxkner. Some of our best scientists have been ex- 
cluded from contributions to American strength on arbitrary 
grounds (hearings, p. 752). 

An important concept in science is no less important to our 
national seeurity because it is produced by one who cannot 
be cleared by the arbitrary application of security procedures. 

We must not forget that Hitler and Mussolini abrogated 
their right to the atomic bomb when they indulged in the 
doubtful extravagance of driving a few leading scientists 
from their shores because they couldn’t be cleared according 
to Nazi or Fascist lights. 

Scientific greatness always rises from diversity of thought, 
never from conformity. Since the security procedures that 
support technological secrecy inevitably put a premium on 
conformity, they tend to prevent our Nation’s realization of 
the very greatness that we seek. 

For technological secrecy tends to obscure the essential de- 
pendence of democracy on diversity of thought and opinion. 
In the atmosphere of conformity, induced by our present 
neurosis, the encouragement of the diversity on which our sys- 
tem of free enterprise depends has been some times con- 
sidered a form of subversive activity bearing on man’s se- 
curity clearance, in spite of constitutional guaranties. An 
agile brain that can create great things is almost certain to 
be nonconformist (hearings, p. 759). 

Mr. Garpner. Man of the most creative individuals that 
are available for work on advanced projects are themselves 
unusual enough so that they are not clearable by normal 
standards, even though they themselves are not security 
risks (hearings, pp. 1057-1058). 


I would prefer not to mention his name, but this is a 
scientist of international reputation. One of the military 
departments withdrew his clearance. In the Air Force we 
desired to use this man because of his unusual abilities. 
However, in the Air Force we withdrew his clearance be- 
cause his clearance had been withdrawn by the other depart- 
ment. Unfortunately, this man has such inventive ability 
that he a on coming up with “secret” and “top secret” 
ideas, even though his clearance is removed. 

Mr. Moss. What happens with those ideas after he comes 
up with them? 

Mr. Garpner. We solved the problem by giving him an 
unclassified contract and then as soon as he gets some in- 
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Two witnesses indicated there might be special difficulties in clear- 
ing certain scientists under prevailing personnel security standards, 


Mr. Gardner followed up this statement with an illustration of the 
futility which can sometimes result from removing a scientist’s 
security clearance: 
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teresting results we classify the results and he no longer has 
access to them. 

Mr. Fascetzt. That is an interesting matter of security. 
This scientist is not cleared for classified data, but his ma- 
terial is classified. 

Mr. Garpner. Yes. We can’t seem to classify his head. 
He keeps coming up with secret ideas (hearings, p. 1049). 


XXIII. Toe “Nesp to KNow” 


The scientists who testified before the subcommittee also uniformly 
denounced the present Government application of the so-called “need 
to know” as a standard for granting scientists access to classified 
information. 

They said this criterion, though obscure and apparently unwritten 
has seriously impeded scientific research since it cuts to the heart of 
the scientific method—the natural curiosity of man. 

One fault of need to know is its various vague definitions. The 
confusion was described by General Daley: 


I confess I cannot analyze the thing. “Need to know” is 
something I have heard used, and for how many years I 
have heard it used I cannot pin down. I have heard it used 
as an expression of the fact that information is not neces- 
sarily transmissible between two people who have the same 
security clearance because there may be no particular need 
to know on the part of the second party, and in this case the 
information is unnecessarily spread, which is to some extent 
endangering it (hearings, p. 1737). 

Admiral Bennett stated : 


If I might try to answer, and I have been in this business 
a long time, “need to know” is a catch phrase. The prin- 
ciple has been in existence as long as I have been in the Navy, 
and that has been about 30 years, 

Mr. Mircuett. For what type of work? 

Admiral Bennett. For any type of work where there was 
a security problem involved, sir. 

Mr. MircHett. Was this primarily designed for intelli- 
gence-type operations ? 

Admiral Bennett. No, sir. I believe that you would have 
found the principle, not the catch phrase, applied to re- 
search and development before the war. I am quite sure it 
was in some areas in the Navy (hearings, p. 1736). 


General Mills: 


I agree with Admiral Bennett. The principle has been in 
effect always. I have a hunch that catch phrase originated 
with the Atomic Energy Commission Act of 1947. In those 
days is when you heard it used both with regard to restricted 
data. I cannot really remember hearing that catch phrase be- 
fore that time. That is only a supposition (hearings, p. 
1736). 


Mr. Gardner described it as follows: 
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Well, I think the “need to know” relates to the necessary 
compartmentation of secret information in a military situa- 
tion, and also in a situation of espionage or intelligence. 
One needs to protect the sources nie one of the few ways to 
protect the sources of information is to apply the “need to 
know” criterion with extreme strictness. Similary, in mili- 
tary plans, in executing military operations, the “need to 
know” criterion must be applied. 

It is not een: in order to have the system to work, for 
everyone to know (hearings, p. 1058). 


But he added: 


The reverse is true in a development or scientific situation. 
Here, it is very difficult to say which scientist or engineer 
or physicist is going to come up with the idea that will pis 
the ball over the goal line, so that all of the people working 
on a given project have a need to know all of the facts they 
can get. Applying the “need to know” criterion to a scien- 
tific situation simply cripples it so that you just cannot have 
any progress. “i 

Yow this is not well understood and it is one of the things 
to be corrected. The need-to-know criteria does not neces- 
sarily apply in development situations. 

Mr. Mircueny. Actually, the “need to know” as you have 
just described it, could be confined to the intelligence field, 
to military plans, to military operations, and things of that 
nature. 

That is a relatively small area compared to what is being 
restricted today on the basis of need to know. 

What you are saying is that another look at this need-to- 
know standard is required ? 

ern Garpner. In the technical and scientific areas; that 
is right. 

r. Mrrevetu. Is this need to know an outgrowth of com- 
bat-operations information leaked during the Korean war? 

Mr. Garpner. I think the Army tightened up on their 
rules as a result of the situation that developed in Korea. 
I think they issued an order establishing the need-to-know 
criterion that was then applied across the board. It was 
applied to the technical areas as well as the military areas 
(hearings, p. 1058). 


Most of the scientists who testified felt that the burden was on them- 
selves to establish their “need-to-know.” This prompted Chairman 
Moss to ask the question : 


How can you demonstrate the need to know relative to 
something about which you can have no knowledge because 
it is classified? How do you know what you need to know 
until you know what there is available to know? (hearings, 
p. 3071). 


To which Mr. Gardner answered : 


That is one of the basic defects of the classification sys- 
tem. There is no way of knowing what you need to know 
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_ At least three other ways in which the “need-to-know” is estab- 
lished became evident during the hearings. They were: (1) the sci- 
entist giving the information has the burden of deciding whether or 
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if it exists and you don’t know that it exists (hearings, 
p. 3071). 


not an individual has the “need-to-know”: 


Or (2), the person giving the information decides jointly with a se- 


Mr. Ciements. My understanding of “need to know” is 
that the person giving the information determines the need on 
the part of the asking individual for that information in the 
interest of promoting national defense, and he can only give 
it also if it has been determined that the man is trustworthy ; 
in other words, going back to the language of Executive Or- 
der 10501, the burden is on the person giving the information, 
not on the person asking information (hearings, pp. 1748- 
1749). 


curity officer whether or not a “need to know” exists: 


Or (3), the scientists who confer on a given problem must determine 
jointly whether the “need to know” exists. Dr. Hughes for example 


Mr. Fasceiu. Getting back to the Navy form specifically, 
Admiral, that form states on its face that you will define 
what the conversation isabout. Isthat right? 

Admiral Bennett. That is right, sir. 

Mr. Fasceii. Does that necessitate a termination by the 
issuing officer as to the limits of the conversation ? 

Admiral Bennerr. Yes; in one sense it certainly would, 
sir. 
Mr. Fascetu. In other words, the issuing officer would have 
to know the project; right ? 

Admiral Bennett. That is right. 

* * * * * 


Mr. Fascetz. Then the burden is on the person giving the 
information and not on the person receiving it ? 

Admiral Bennett. It is on the person authorizing the dis- 
closure jointly with the person giving it (hearings, p. 1751). 


testified that: 


A number of witnesses stressed that neither clearance nor the need 
to know, by themselves, qualify an individual for classified informa- 


Quite often somebody will come to our laboratory from the 
Air Force and want to talk to us about this basic informa- 
tion. Then there is always the question: “Is he allowed to 
tell us why he wants it, or are we allowed to give him the 
information.” 

He will say, “I have type such-and-such clearance in the 
Air Force.” 

We don’t know if that means that we can give him these 
cross sections he needs for shielding and he never knows 
whether he can tell us what kind of atomic-powered airplane 
he is designing—that is, whether we are entitled to know that 
(hearings, p. 854). 


tion on a given project. 
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Mr. Niederlehner explained just how complex this can 
the project is classified, the individual has a clearance, and he must, 
in addition, demonstrate a need to know: 
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Mr. Berxner. Not only that, but you must also know that 
man’s right to know. ; 

The simple possession of a clearance does not privilege 
you to have access to any information in the atomic energy 
field. You must have the clearance, but you must also have 
the need to know. 

Therefore, the possession of a clearance does not neces- 
sarily mean that a man has had access to the information that 
is needed. His position does not indicate to you that he will 
have such information, nor are you authorized to discuss it 
with him until you have cleared with the Commission on 
your right to discuss the matter with him. 

Mr. Moss. It must be very difficult at a meeting of scien- 
tists, even in the United States, then, for much discussion 
to be carried on ? 

Mr. Berxner. In certain fields it is very nearly impossible, 
unless the arrangements are made through the Government 
agency concerned (hearings, p. 766). 


Well, the clearance for the personnel and for the company 
is something which is a prerequisite to access. Need to know 
is a prerequisite to the access. Then when you grant the man 
access, of course, you have to tell him that the information 
which he has is classified or he must be made aware of the 
fact that it is classified. 

When you classify the project, this is a limitation upon 
his extension of the classified information into other areas. 
In other words, if he were granted access to top-secret weapon 
systems, in order to do his research work he would not be at 
liberty to reveal that information to unauthorized persons 
(hearings, p. 3049). 


I would say from my own experience, ths exchange of in- 
formation among classified projects in different departments 
is probably not very good. For instance, I see all the secret 
reports for the Atomic Energy Commission, but I certain] 
never see any secret reports from any other department. Al- 
most the same kind of work may be going on in another de- 
partment of the Government, but I am not familiar with it 
if it is. 

Mr. Mircnety. But I must point out to you, Doctor, that 
you are not qualified to receive secret reports from another 
department, because under security regulations you must 
have a “need to know.” 

Dr. Hugues. Yes. Well, obviously that is one weakness of 
the system, and it is almost inevitable that when there are 
several different departments doing classified work that the 
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Dr. Berkner was asked if clearance alone were sufficient for an 
individual to gain access to information: 


et when 


Dr. Hughes felt that this tended to inhibit the exchange of in- 
formation between the various services and agencies: 
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The subcommittee tried to find out how much coordination there 
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problem of getting coordination is extremely difficult (hear- 
ings, pp. 847-848). 


is between the various services: 


Mr. Fascexu. Let us get this point cleared. Then there 
is no rule or regulation or climate or atmosphere which pre- 
vents a scientist who is cleared for a specific Air Force 
project from discussing the problem with a scientist who 
has been specifically cleared for an Army or Navy project? 

General Mirus. I don’t believe there is any criteria or 
regulation. 

r. Moss. Would the need-to-know rule apply ? 

General Mitts. I think so. 

Mr. Moss. If you are having an informal discussion you 
first have to establish a need-to-know responsibility, and that 
is on the scientist. It would be one certainly which would 
tend to make him extremely cautious in discussing matters 
which he knew were common in the two projects. He first 
would have to establish the need to know. There would not 
be the free discussion which in the opinion of our panel might 
lead to important contributions to both projects. 

General Miius. Under certain conditions this is correct 
(hearings, pp. 1726-1727). 


Mr. Fascell asked Admiral Bennett later: 


The subcommittee attempted to find if there is some way in which 
a scientist could be given an across-the-board “need to know” 
in the field of his concern. The Pentagon witnesses did not agree 


Scientist X is at installation A, and I catch him over a 
cup of coffee so I do not have your departmental clearance. 
I talk to him anyway. What happens to me? 

Admiral Bennett. That is very difficult to answer. You 
would have to presume any one of several cases—that they 
knew each other very well; they knew each other was 
cleared ; they in fact were both working on similar projects 
in which case they would probably talk over a cup of coffee. 
If they were just acquainted in a very vague sort of way as 
scientists of the United States of America, either one of them 
would be foolish to talk “classified.” 

Mr. Fascetu. Suppose that they were complete strangers? 

Admiral Bennett. They would be subject to the penalties 
of law for discussing classified material (hearings, pp. 1744~- 
1745). 


whether or not this can be done: 


Mr. Mitcne.u. General Mills, you employ today a physi- 
cist working on up through secret, not top secret. Is there 
any procedure in the Defense Department today whereby 

ou would give that man a letter, because you hired him and 
ecause you know what he needs to know, whereby that man 
automatically can see anything in that particular field of 
endeavor? In other words, putting the need to know in the 
person who has given him a contract to do a job? Is there 


clearance 
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any procedure today where he can go to Admiral Bennett, 
or to General Daley, or up to Mr. Clements and say, “Look, 
I am on this research contract. You have some data. Here 
is a letter signed by General Mills of the Air Force. I have 
a need to know.” He makes that statement. He does not 
have to be then cross-examined by the individual who has the 
data? Is there any similar type of procedure today? 

General Mixts. If I understand you correctly, I think that 
can be done and is done. 

Mr. Mrrcneuu. Is there any procedure in effect uniformly 
throughout the Department of Defense on that problem that 
you know of today? 

General Mitrs. Not that I know of, but there may be 
(hearings, p. 1741). 

Admiral Bennetr. What we are hemming around, I 
think, is the form which is used all the time. ‘The general’s 
major in this hypothetical case would simply state that 
Physicist Mitchell wished to visit Mr. Clements, General 
Daley or Admiral Bennett, 6 commanders and 11 scientists, 
on the subject of guided missiles and we would accept that 
(hearings, p. 1742). 

Mr. Ciements. There is no procedure whereby any indi- 


vidual is given a permanent letter of authorization in a gen- 
eral field (hearings, p. 1742). 


Mr. Clements said that a temporary letter could be written for 
a scientist working on a specific project which would state that he had 
a “need to know” of work in the other services. Asked why the sci- 
entists which the subcommittee had heard complained that it was im- 
possible to get such a letter, Admiral Bennett replied: 


It seemed to me that these gentlemen were just unwilling 
to go through the procedure. 


Mr. Mircuett. What procedure? 
Admiral Bennett. The procedure for getting clearance to 
visit some other activity. I had to go through this proce- 


dure myself. Why should it be so onerous for my scientific 
friends? (hearings, p. 1743). 


All the scientists who appeared before the subcommittee testified 
that the “need to know” interfered with their work in some way. 


Dr. Struve indicated the problem of the astronomer without a demon- 
strable “need to know”: 


I think it is important for the physicists and for the repre- 
sentatives of the Government to realize that the whole idea 
of nuclear fusion on a large scale was an astronomical devel- 
opment and that the problem of fission on a large scale, that 
is, the possibility of having large-scale energy produced as a 
result of fission, resulted from a very famous conference be- 
tween a number of physicists and a number of astronomers 
in 1939. That is where Bethe got his ideas concerning the 
energy production in the stars. Such a conference could not 
now take place, because the physicists could ask questions of 
the astronomers but the astronomers could not ask questions 
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Dr. Hughes had an example of the workings of need to know when 
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of the physicists. My colleague at California, Edward 
Teller, asks me about such things as relativistic electrons in 
the sky, but he does not tell me why he wants that informa- 
tion. He cannot, and I am quite sure that Dr. Hughes has 
information that would be of great value in the field of as- 
tronomy, if he were only permitted to reveal some of it 
(hearings, p. 855). 


the confusion is compounded by multiple clearance : 


For example, scientists in our own laboratory at Brook- 
haven all have atomic-energy clearance, but we also have 
people at Brookhaven working for the Air Force. Now they 
have a certain type of clearance that I don’t. Thus they may 
making the same kind of measurements with neutrons that 
I am making, but their reports are sent to the Air Force, and 
I wouldn’t be able to read their reports. 

So the problem is, when I am with these people, whether 
to talk or not to talk. I don’t know, if I ask them a question, 
whether it is on waite I am not cleared to discuss with 
them. Now that is one difficulty—that we just can’t talk 
about our problems freely because we all have these various 

shades of clearance 

The other diffic ulty shows up in exchanging the results of 
our research, or even in making measurements for people who 
have other types of clearance. 

One problem that we run into at various times: We may 
get a request to make a certain type of measurement. Now 
this request, let us say, comes from the Navy, and the request 
may be for a certain nuclear cross section that we can meas- 
sure, whic + is needed for a certain part of the Navy program. 
However, I don’t have the clearance so that these people can 
discuss the problem with me. They can simply tell me, “We 
would like you to measure such and such. We can’t tell you 

what we are going to use the measurement for.” 

The difficulty is, I can’t m: ake the measurement correctly un- 
less I know how the result is going to be used. So we are 
continually in the situation, where a certain measurement is 
required ; we don’t know what it will be used for, so we really 
can’t make the measurement intelligently. In fact, it is even 
difficult to ask for the correct size sample to get from these 
people, say, in the Navy, so we can make a good measurement; 
that is, we spend much time talking back and forth in 
a sort of mumbo-jumbo, without revealing information that 
is classified. 

Mr. Moss. Now, a need to know would exist there? 

Dr. Hueues. There is definitely a need-to-know criterion. 
You see, the feeling is that if I make the measurement, I 
really don’t need to know anything about the submarine, we 
will say, in which the material is going to be used. 

It shows there is something false about this criterion, be- 
cause actually I do need to know in order to make a sensible 
measurement (hearings, pp. 3472-3473). 
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Dr. Berkner: 


In the development of new weapons or new devices, the 
criterion of need to know can very severely restrict the provi- 
sion of information to the Government. It is quite clear that 
if a device or an idea has not been employed before, that there 
are no criteria for need to know in the application of that 
idea or device to some new area of the Government. Conse- 
sequently, scientists who are in possession of information 
which might be useful to the Government are not able to 
determine or perhaps even realize that the information that 
they have might be useful to the Government in some aspect 
of defense or other area (hearings, p. 3450). 


Dr. Weaver gave his opinion in general terms: 


Who is it that decides what “need” is? If this is in the field 
of pure science, the only tolerable definition of need is simply 
that the man wants to know. That is the only tolerable 
definition of need. He is curious. 

The most basic and the best motivation that you ever get in 
pure science is curiosity, and if somebody just wants to know 
something, that is the most valid statement of need that you 
can get in pure science. 

When you get up to the level of applied science, into the 
field of development, and when you are starting to build hard- 
ware, then need can be defined pretty explicitly with respect 
to the necessity of designing and producing that piece of 
hardware. 

At that stage, I think the practical requirement furnishes 
a valid definition of need. 

In between those two, in between the pure basic science and 
the man who is so specifically on the development stage de- 
signing hardware, these is an intermediate stage where the 
definition of need, I think is, very puzzling and difficult and 
where I think the concept is Se provided you interpret 


need very flexibly and very liberally (hearings, pp. 3542- 
3543). 


And then cited an instance: 


Let me illustrate again with a specific case. Suppose in 
the Bell Telephone Laboratory 10 years ago a group of young 
engineers had been assigned the job of improving the perform- 
ance of vacuum tubes and had also been asked to see what they 
could do about making them smaller and smaller, and suppose 
that one of the most brilliant and imaginative members of that 
group came up with a statement that he wanted to know some- 
thing about the special properties of certain germanium 
alloys. Just let’s assume for the moment that that subject had 
some classification. And someone had come to him and said, 
“For heaven’s sake, why do you need to know anything about 
the properties of germanium alloys when your jobs are to make 
better and smaller vacuum tubes? This sounds like nonsense 
to me and you can’t have it.” 

But he would have been most gorgeously wrong. He 
would have been astronomically wrong, because the fact is 
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that out of that kind of a group comes the research which 
leads to the transistor. This isn’t a vacuum tube at all. But 
it does the job of a vacuum tube. And instead of being the 
size of a vacuum tube, it is a little less than the size of the 
eraser on your pencil. 

This was a tremendous breakthrough in the whole techno- 
logical field of communication. 

* x * * * * Ee 


An also appended a significant root difficulty : 


Chairman Moss and Dr. Cox had an exchange on need to know: 


Representative Fascell pinpointed one of the most serious weak- 
nesses in need to know—or for that matter in most security systems: 


Dr. Furnas felt that there is more to gain than lose in the abolition 


You won’t get those breakthroughs if you have some dull 
erson decide the definition of need for those people. This 
ios to be liberally interpreted (hearings, p. 3543). 


Mr. Moss. Do you believe that the need to know as it is 
used in Government is a valid standard for determining 
whether a scientist shall be allowed access to classified infor- 
mation like data on the missile program? 

Dr. Cox. This goes back to my basic feeling, first, that I 
should preface everything I say in this field with the state- 
ment that my first choice is that there should be no security 
at all because we have more to gain from a free exchange of 
information than we have to lose from setting up barriers. 
Certainly I feel that the need to know, as I have seen and 
heard about it being practiced, should be greatly relaxed. 
Much of the information that appears now to be classified 
should not be classified, and is hindering, in fact, communi- 
cations between scientists. 

Mr. Moss. Do you feel Dr. Brode’s recommendation that 
need to know be sharply modified to specific areas would be a 
considerable improvement over what we have now? 

Dr. Cox. If the areas were based more or less along these 
lines—at the one pole is basic research and at the other pole 
is the hardware. I think the application could be applied 
in the case of hardware if it is essential to the defense of this 
country. I think it should be applied more there than at the 
other pole of basic research which I feel should be free (hear- 
ings, pp. 3518-3519). 


I believe this last statement is the crux of the thing. In 
determining need to know, I would suppose two groups of 
scientists are talking mumbo-jumbo in order not to cross 
security lines. Somebody says, “This is ridiculous. We better 
get clearance on this.” 

The question is, Is that someone who grants clearance 
a person properly in a position to evaluate need to know 
(hearings, p. 3473) ? 


of the “need-to-know” criterion: 


I feel if we could remove from the scientific and the tech- 
nological aspects the requirement for the “need to know,” 
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it would help materially in the exchange of information, be- 
cause the establishment of a need to know is frequently quite 
a block to getting things done expeditiously (hearings, 
p. 3160). 

Dr. Furnas continued : 


This application of need to know is one of the things I 
feel slows down the exchange of information. As I have 
sometimes said, if you know what was there, you wouldn’t 
need to know. So, in order to try to establish the need to 
know, it indicates 

Mr. Moss. It would appear to be a contradiction. 

Dr. Furnas. A contradiction in the purpose there. Allow 
me to say, however, that I feel you should not remove the 
need to. know on the operational aspects. This is a different 
thing. I am only speaking of the research and development 
information (hearings, pp. 3161-3162). 





XXIV. ComMPparRTMENTALIZATION OF ScreNTIFIC KNOWLEDGE 


The security measures described above, according to many of the 
experts who testified before the subcommittee, have tended to place 
scientific knowledge in a series of airtight compartments. 


A, EFFECT ON COMMUNICATION BETWEEN AMERICAN SCIENTISTS, 


Dr. Berkner: 

A sense of uneasiness has been created in discussions among 
scientists arising from fear of disclosing secret information. 
This swiftly destroys the interplay of ideas underlying 
creativeness * * *, 

Very few scientists outside the narrow limits of a classi- 
fied project can be consulted because of the difficulties in- 
volved in such communication. Therefore, solutions to 
difficult technical problems, rather than being simple and 
brilliant, have tended to become heavy, cumbersome, awk- 
ward, expensive, and often impractical. Costly mistakes are 
all too frequent because of blocked knowledge that ought to 
be freely available (hearings, p. 752). 

Dr. Livingston: 


Almost by definition, the present system of compartmen- 
talization of secrets restricts and handicaps progress. It is 
essential that we restudy the usefulness of the concept of 
secrecy at any cost in the present complex situation. The 
pertinent question is whether the emphasis on secrecy stulti- 
fies progress, resulting in an actual decrease in our national 
security (hearings, p. 728). 

Dr. Urey: 


I think those of us that work in scientific work realize 
much more than those that do not work in these fields the 
great importance of trying in all ways we can, by conversa- 
tion, by reading the literature, to keep informed about what 
the other man is doing. As soon as one puts compartmental- 
2454358 ——6 











64 





AVAILABILITY OF INFORMATION 


ization into the picture, allowing the one group not to know 
what the other is doing, one puts an enormous impediment 
in the way of progress (hearings, p. 821). 


Dr. Hughes: 


Obviously that is one weakness of the system, and it is 
almost inevitable that when there are several different de- 
partments doing classified work that the problem of getting 
coordination is extremely difficult (hearings, p. 848). 


Dr. Struve 


Now, I want to remind you gentlemen that these great 
developments in the nuclear field were started as a result of 
the free exchange of information between scientists, un- 
restricted information, and that is not now possible. 

We are certainly inhibiting new ideas from rising as a re- 
sult of such discussions, and we are limiting ourselves to 
smaller groups of people, working in very detached fields 
who are not permitted to talk to other people, and that seems 
to me to be extremely harmful (hearings, p. 855). 


Dr. Hughes: 


B. EFFECT ON COMMUNICATION BETWEEN AMERICAN AND FOREIGN 


I think Dr. Struve is being too modest. 

There are many things that go on in fusion, as he knows, 
that have a close relationship to astrophysics, and because the 
work is limited to people who are cleared, I am sure that the 
work suffers very much by not having the benefit of the minds 
that have done so much work in “astrophy sics (hearings, 
pp. 855-856). 


SCIENTISTS 


Dr. Berkner outlined the problem in one sentence : 


One aspect of the problem, Dr. Berkner noted, was the freedom of 


Much American science has been removed from the chan- 
nels of international scientific communication where more 
than half of its ideas should be derived (hearings, p. 752). 


American scientists to travel abroad: 


D 


Leading American scientists find themselves blocked from 
visiting many major foreign laboratories or working with 
foreign scientists from whom they could acquire ideas and 
new approaches to difficult problems (hearings, p. 752). 


r. Hughes provided an illustration from personal experience: 


Also, sometimes a clearance is a disadvantage. That is, 
sometimes people with clearance can’t go to Europe, where- 
as, somebody without clearance can. So some scientists are 
reluctant to ask for clearance. It means they have to stay 
at home. Actually, it has happened to me. In 1954, when 
I was a Fulbright professor in England, I was asked by the 
State Department if I would be willing to go to India and 
Pakistan and give a series of lectures, “and I said I would. 
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I even arranged to make the trip and changed some of my 
other plans. 
Then at the last minute—I don’t know why the State De- 
artment didn’t do it sooner—but at the last minute, the 
tate Department checked with the AEC, and the General 
Manager of the AEC said “No.” He said, “He can’t go,” 
and so I was told by the State Department, “It is too bad.” 
The reason was that I know these classified things and they 
felt it wasn’t right for me to be wandering around. So it 
certainly happens (hearings, p. 856). 
Dr. Berkner also mentioned another aspect of the problem : 


Many friendly foreign scientists who could contribute 
much to our progress have been badly treated by arbitrary 
visa restrictions (hearings, p. 752). 

In this field, Dr. Struve provided the illustrations, citing his connec- 
tion with the International Astronomical Union: 


Now, speaking primarily for the field of astronomy, I think 
that it is a matter of very great concern to me, and to other 
scientists, that this great union has not met in the United 

States since 1932. 

There are two main reasons for our not having been able to 
officially invite the union to come to America. The first, and 
perhaps more important reason, is the difficulty which we 
would expect many foreign scientists to encounter in connec- 
tion with their applications for visas. I had some small 
amount of experience with the visa problem some years ago 
when, as a director of the Yerkes Gbacrvatenys I invited a 
very distinguished French scientist to come to America and 
to work with me on a scientific problem which I could not 
solve by means of my own resources. This scientist offered 
to bring his own instrument with him; thereby he would have 
saved us a fairly large amount of money. His application 
was refused. I had some correspondence with officials of 
the State Department. I received a number of very rea- 
sonable letters, and I thought that everything was in good 
order. The final result was that this scientist, whose name is 
Dr. Chalonge, of the Institut d’Astrophysique of Paris, was 
refused a visa. The immediate result of this refusal was an 
invitation to him from the Soviet Union to visit Moscow. Dr. 
Chalonge, who had previously been a great friend of the 
United States, has become much less of a friend. He has be- 
come much more of a friend of the Soviet Union. 

Another even more embarrassing case occurred in, I think, 
1951, when an American scientific society, actually the 

Astronomical Society of the Pacific, whose headquarters are 
in San Francisco, awarded its gold medal to the Dutch scien- 
tist, Dr. Minnaert. Dr. Minnaert was refused a visa. He 
was not able to come to the United States in order to receive 
personally the gold medal. The upshot of it was that on 
a trip to Europe, which I had to make the same year, I car- 
ried the medal in my pocket, thereby possibly violating 











AVAILABILITY OF INFORMATION 


various laws in transporting this gold medal across various 
national boundaries, and gave it to Dr. Minnaert. 

Dr. Minnaert was also invited to the Soviet Union after 
he had been refused permission to come to the United States. 
He, too, returned to his country as a friend of the Soviet 
Union. I would not say that he is an enemy of the United 
States, but I doubt very much that he will ever again even 
try to apply for a visa after the embarrassment which the 
refusal of this visa caused him in 1951 (hearings, pp. 828- 
829). 


Dr. Henderson summed up the recommendations of the scientific 
panel on these two points: 


One is travel by American scientists. It is quite clear that 
freedom to obtain passports without restriction or to go any- 
where is vital. To repeat, the first point is travel by us, in 
which American scientists should be free. This ties in with 
the right to a visa by every American, which seems to me 
an important direction in which we are moving. 

Second, travel by foreigners to the United States. Every- 
one acknowledges this is gravely impeded and scientists are 
perhaps impeded more than anyone else. This should be 
changed also * * *. 

I think it is important that the Congress should state by 
resolution or otherwise that the United States is hospitable 
to international conferences * * *, This ties in with the 
previous one, freedom of travel of foreign scientists, who 
make up these conferences as an essential part of it (hear- 
ings, pp. 916-917). 


Dr. Berkner stressed the necessity of personal communications: 


The value of personal contact between scientists cannot be 
overestimated. The opportunity for scientists to work to- 
gether for intervals of a few weeks, or months, permits 
detailed comprehension of new scientific advances or methods 
and the transfer of knowledge from scientist to scientist in the 
most effective way. Moreover, the interaction among scien- 
tists in the synthesis of ideas is most beneficial. Conse- 
quently, awards of fellowships for travel, study, and research 
for caltential intervals are repaid many times over in the 
ideas that emerges. The foundations, both private and 
public, have served science well in this respect, but the ever- 
increasing needs for fellowships should be met by greater 
public support (hearings, p. 3439). 


Dr. Weaver: 


One of the most important, and to scientists one of the most 
baffling aspects of this problem of communication between 
scientists and scientists, is to be found in the restrictions 
which still hamper contacts between scientists in our country, 
and scientists in other parts of the world. 

It should be said at once that the situation has considerably 
improved during the last year or two. Fora period after the 
war the situation was, in my judgment, a national disgrace. 
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We do not need to waste time or energy in recalling how bad 
things were (hearings, p. 3530). 


He gave an example: 


The matter on which I would like to comment next con- 
cerns certain of the regulations which apply to visiting Rus- 
sian scientists. It would be naive and unrealistic not to 
recognize that scientific exchange with Russian scientists 
presents special considerations and special complications at 
the present time. 

On the other hand, there are specially strong reasons, 
scientific and otherwise, why such exchanges should occur. 

To scientists it is simply incredible that we set up arbitrary 
zones in our country into which a Russian cannot go. It is 
perfectly permissible, as I understand it for a Russian scien- 
tist to visit the Massachusetts Institute of Technology, with 
its vast store of the most important activities in the physical 
sciences and in engineering, for MIT happens to be located in 
Cambridge. 

But it is not permissible for a Russian doctor to visit the 

Harvard Medical School, because that is across the line in 
Boston ; and Boston has been ruled out of bounds. 
This business is so queer and so unbelievable that perhaps 
I should give further examples. The organization with which 
I am primarily associated recently made arrangements for 
visits in our country of a group of five distinguished Russian 
women physicians and medical scientists. 

Their plane arrived so late that they missed a train to 

Chicago. We hastily arranged for them to fly to Chicago. 
But it turned out that we had done an improper thing. It 
would have been perfectly proper for them to fly to Chicago 
if they departed from LaGuardia or Idlewild. But their 
plane left from Newark, and that region of New Jersey is 
forbidden territory: 

When they were to leave Chicago for Madison, Wis., it 

was a lovely late autumn day, and it was suggested that it 
would be nice to drive them by automobile. But no. It was 
O. K. to fly, but going by auto involved passing through a pro- 
hibited zone. 

At the end of their stay the United States woman doctor 
who had accompanied them wanted to have the group as her 
personal guests for dinner. She lives in Brooklyn, and that 
region is verboten. So she had to invite them to a restaurant 
in Manhattan, just across the river. 

Now, if all this were part of a musical comedy laid in Upper 
Slobbovia, we would be amused. But, gentlemen, this is the 
way the Government of the United States is acting. 

ok 2 of * * * * 
But Dr. Weaver indicated that exceptions are made: 


I do not have dependable official information, but I have 
the impression from what I read in the news that some sort of 
exception has been made for athletes in connection with the 








the President. 
to OSRD: 


Defense Department research an 





AVAILABILITY OF INFORMATION 


‘Olympic games, and for cartoonists in connection with a visit 
that a group of them propose to make. 

Now, do not misunderstand me. I think it is absolutely first 
rate for us to welcome athletes and cartoonists. But what 
sort of a sense of value do we have if we make exceptions for 
cartoonists and high jumpers, and continue to be sticky about 
scientists ? 

Granted that the Russians have similar restrictions which 
they impose on our movements in their country, this sort of 
petty retaliation raises questions concerning our standards 
of national dignity. Is it necessary for us to throw silly little 
international spitballs, just because someone else does? 
(hearings, pp. 3530-3531). 


XXYV. ADMINISTRATIVE COMPARTMENTALIZATION 


During the subcommittee hearing on July 12, 1956, Trevor Gardner 
explained the operations of the former Office of Scientific Research 
and Development, which controlled all United States weapons devel- 
opment work during the Second World War and reported directly to 
Mr. Gardner went on to explain what had happened 


Mr. Garpner. At the end of the war, its facilities and 
all of its data was turned over to the various military 
branches * * * A piece of it became the Atomic Energy 
Commission and the rest of it became bits and pieces of the 
Army tech services and the Navy. 

Mr. Fascett. You are speaking of a unified and coordi- 
nated research and development plan and not one spread out 
in five different places? 

Mr. Garpner. That is the way it was done during the war 
and since then it has spread out pretty badly (hearings, 
p. 1070). 

Mr. Fascetu. And where there is no agreement, or a dispute 
arises, then something else happens. 

Mr. Garpner. Generally speaking, nothing happens. A 
study is instituted and, “We will take it up later.” 

Mr. Fascety. Therefore, we don’t have a Department of 
Defense able to superimpose its own ideas and make them 
effective on a coordinated basis. Actually, as a matter of 
practice, we get done only what the services can agree upon 
among themselves; if they don’t agree, it doesn’t get done. 

Mr. Garpner. That is what we get done quickly, what they 
agree on. It takes a little longer to do the other. Some- 
times they have to trade it out so that they all wind up doing 
the same thing (hearings, p. 1073). 


Such administrative compartmentalization had little effect on the 
free flow of scientific and ees et information, according to the 
development spokesmen who ap- 


peared before the subcommittee on November 13, 1957. 


Mr. Ciements. Through the operations of our coordinat- 
ing committees in the Office of the Assistant Secretaries for 
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Research and Development the three services do learn about 
the initiation of various projects and the objectives of those 
projects very promptly. Then assuming the hypothetical 
case that you pose of having a joint-service interest, there 
comes a point where the services get together and decide 
whether the task is susceptible to joint-service operation or 
not. * * * Generally speaking, we expect the services to 
get together and do those things. We encourage them and 
suggest that they do it since one of the important responsi- 
bilities of our office is to reduce the unwarranted duplica- 
tion in research and development. 

We do take steps to get the services together where it ap- 
pears to us that a joint-service task is in order. 

Mr. Moss. Do they get together? 

Mr, Ciements. Yes, sir. 

Mr. Moss. In all instances? 

Mr. CLemMEnts. Yes, sir. 

Mr. Moss. If there is reluctance on the part of the services 
to get together, then what authority is there to require them 
to get together ? 

Mr. Criements. I think first the attempt is made by per- 
suasion. Now, the services are aware of the critical shortage 
of scientific and engineering manpower and they have dem- 
onstrated a willingness to get together on those things which 
in their judgment can be worked together Ceatises 
pp. 1722-1723). 

Mr. Clements’ immediate superior at the time he testified, however, 
was Dr. Furnas, then Assistant Secretary of Defense for Research 


and Development. When Dr. Furnas himself testified, on November 
18, 1957, he presented quite a different picture: 


Mr. Moss. During your service with the Department of 
Defense did you encounter any problems in getting the serv- 
ices to brief each other on their scientific work ? 

Dr. Furnas. There were always quite a few problems, pri- 
marily in the matter of delay. There were never any actual 
refusals, but there were very substantial delays in the matter 
of briefing and joint meetings of various kinds (hearings, 
p. 3157). 

Dr. Furnas cited three specific examples: 
A. Briefings on antimissile-missile programs: 


Dr. Furnas. I remember one subject particularly in which 
there was a considerable amount of delay in the matter of 
services giving briefings, where the other services would be 
involved, in the antimissile-missile program. I would say 
that probably there was a delay of 2 or 3 months in getting a 
comprehensive briefing where both services that were inter- 
ested were involved. 

Mr. Moss. Do you feel there was any disadvantage to the 
Government because of this delay ? 

Dr. Furnas. I think we would have progressed more rap- 
idly on our plans if we had been able to get the briefings 
earlier (hearings, p. 3157). 
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B. Briefings on antiradar-missile programs: 


Mr. Fascetn. Did you have a similar problem with respect 
to the antiradar missile—delay in getting cross-briefing ? 
Dr. Furnas. Yes, sir. 
Mr. Fascert. Which was of a substantial timelag? 
Dr. Furnas. A substantial timelag; yes, sir (hearings, 
p. 3177). 
C. Briefings on Jupiter and Thor missiles: 


Mr. Moss. Did the Army and Air Force ever to your know]- 
edge, brief each other on their respective intermediate-range 
ballistic missiles, the Jupiter and the Thor? 

Dr. Furnas. As far as my recollection is concerned, while I 
was in office, they did not. You must remember that those two 
parallel projects—Jupiter and Thor—were set up before I 
was in office. After I left the office on February 15, 1957, 
there was substantial exchange of information. But while I 
was in office, as far as I remember, there was at least no 
formal interchange of information on it (hearings, p. 3158). 





Trevor Gardner’s testimony on Jupiter-Thor briefings rounded out 
the picture, indicating that the Army and Air Force had never for- 
mally briefed each other on their respective intermediate-range ballis- 
tic missile programs from the time they had been org: ganized until 
some time after Dr. Furnas’ resignation in February of 1957: 


Mr. Moss. Before your resignation in February 1956, were 
there any briefings on the intercontinental ballistic missiles 
between the Air Force people working on Thor and the Army 
people working on Jupiter? Could you comment on that? 

Mr. Garpner: To the best of my recollection the word 
“Thor” was coined after I left the Air Force. The Air 
Force’s plan for a medium-range missile and the Army’s 
various plans for a missile had been discussed at the level only 
of the Assistant Secretary for Research and Development of 
the then Research and Development Policy Council. That 
was a triservice plus defense organization. 

I am not aware of any Air Force and Army joint briefings 
that occurred at all in this particular area. 

Mr. Moss. Do you think such briefings would have been 
desirable and beneficial ? 

Mr. Garpner. They would have been desirable. I think it 

was apparent at th: at time even, that the two services would 
be in competition in this area (hearings, p. 3074). 


In his testimony, Dr. Furnas cited the official excuses given by the 
services to dodge briefing sessions: 


Mr. Moss. What would be the cause of such delays ? 

Dr. Furnas. Various reasons were usually given. They 
were not ready; the position of the service in this particular 
item that might be in question, or the plans were not really 
crystallized yet. It is that sort of thing that usually comes 
along (hearings, p. 3157). 
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Both Dr. Furnas and Mr. Gardner also listed less official reasons: 


Mr. Garpner. Such briefings are inconsistent with the 
principle of competition which was encouraged at about the 
time I left (hearings, p. 3074). 

Mr. Fascetx. Did you get the feeling that what the serv- 
ices were doing was ‘holding back until they could reach a 
point in development where they could sell their idea better 
than the other fellow ? 

Dr. Furnas. I think there is a certain flavor of that; yes, 
sir (hearings, p. 3177). 


XXVI. Buockxs to TeacuInG or ScreENCcE 


The experts who appeared before the subcommittee indicated that 
present security procedures were also interfering with the training 
of the scientists of the future: 


Dr. Berkner. Our ordinary textbooks and handbooks are 
in many cases 10 or 15 years behind the times because so many 
of the advances during these years remain classified or have 
been declassified in such a way that the information has not 
reached the scientific literature or the normal channels acces- 
sible to textbook and handbook writers (hearings, p. 752 

Dr. Henperson. This is often one of the complaints, that 
there are classified subjects which represent advances in 
nuclear physics that a graduate student being trained should 
learn, but he cannot learn unless he is cleared. To that extent 
it impedes the teaching of physics (hearings, p. 912). 


Dr. Houston, speaking of the inevitability of finding, in might 
classified documents, “sts itements of physical theories which were well 
known to almost everyone” 


In many cases, they have been copied from textbooks as 
part of the b: .ckground of the paper that was being written, 
so that a man undertaking conscientiously to carry out his 
obligations was somewhat at a loss as to whether he had 
learned this material from a classified document, or whether 
he had learned it from somewhere else, whether it was widely 
known or whether it wasn’t. 

Because of the conscientiousness of some of the people, this 
tended to hamper them a good deal in the matter of teaching, 
the matter of discussion, and the matter of carrying on ordi- 
nary scientific investigations (hearings, p. 798). 


XXVIII. Suorrace or Screnrists 


The witnesses who appeared before the subcommittee agreed that 
the a States needed all the scientific talent it could recruit. For 
example, General Mills spoke of “this critical shortage of trained 
technical people” (hearings, p. 1773); Mr, Clements, of “scientific 
and technical manpower that is so critical in supply (hearings, 
p. 1762). 
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XXIII. DiscouraGEMENT OF SCIENTISTS 


Dr. Berkner originally pointed out one result of many of the factors 
listed above: 


The attractiveness of the scientific career to the student 
is so diminished that in spite of substantial pay, the number 
of those entering these professions has fallen to less than 
half (hearings, p. 752). 


Scientists were especially reluctant to engage in classified projects, 
Dr. Berkner added. He cited personnel security clearance procedures 
as one of the reasons: 


A competent scientist can be put on an important task 
only after months or even years of clearance procedure. Even 
when cleared for one job he must be recleared for another 
(hearings, p. 752). 

If he knows no secrets, he cannot be involved in security 
questions. * * * Once they are involved in secret matters, 
their reputations may be destroyed by any person who makes 
irresponsible charges. 

If he has been engaged in scientific leadership in the na- 
tional interest, he is inevitably involved in extensive security 
questioning rel: ating to his colleagues * * *. He may unwit- 
tingly and quite improperly involve another through some 
misinterpretation of his meaning or error in his recollection. 
The application of security procedures becomes a harass- 
ment to all involved. * * * 

The clearance procedure itself is complicated by require- 
ment for numbers of detailed forms that must be submitted 
to a multiplicity of agencies at frequent intervals. Clearance 
involves intolerable redt: ape and involvement of endless 
time an energy (hearings, pp. 757-758). 


In an exchange with Chairman Moss on July 12, 1956, Trevor 
Gardner agreed that this presented a serious problem: 


Mr. Moss. Do you find any resistance on the part of 
scientists to submit to the clearance procedure? 

Mr. Garpner. Yes, definitely. 

Mr. Moss. And is that causing us to lose the service of men 
who could make important contributions to many of these 
basic research projects ? 

Mr. Garpner. Very definitely (hearings, p. 1063). 


Admiral Bennett at first sought to brush off this problem: 


It seemed to me that these gentlemen were just unwilling 
to go through the procedure. 

Mr. Mrrcuent. What procedure ? 

Apmirau Bennett. The procedure for getting clearance to 
visit some other activity. I had to go through this procedure 
myself. Why should it be so onerous for my scientific 
friends? (hearings, p. 1743). 


But the admiral’s testimony was hardly consistent: 


I refused for years to get a clearance from the Atomic 
Energy Commission for the simple reason that in the first 
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place it was a lot of bother, and I did not have to have one, 
and I could talk all I pleased about anything in the nuclear 
physics field as long as I did not have it, but I was not dis- 
couraged by that fact. I finally had to get one because m 

duties began to encompass nuclear weapons and other classi- 
fied areas and, maybe, I was not probably discouraged (hear- 


ings, p. 1757). 
Chairman Moss replied: 


I would like to say, Admiral, that the committee regrets 
that you were not available to testify on that panel, and to 
detail some of your frustrations (hearings, p. 1757). 


Clearance, however, was only one matter which had made scientists 
reluctant to undertake classified research, according to testimony 
before the subcommittee. A second matter involved restrictions on 
official advice. As Dr. Berkner said of a hypothetical colleague: 


If, as a consequence of study, he finds serious deficiency in 
our military position and advocates a course of action to cor- 
rect that deficiency , he may be accused of conspiracy against 
the existing, though inadequate policy. Moreover, secrecy 
prevents him from stating the essential technical grounds on 
which his view is based. Therefore, in the simple process 
of doing his job for his country well, he is open to damaging 
criticism against which he is permitted to produce little 
defense (hearings, p- 758). 


A third reason for reluctance involved restrictions on discussion. 
Dr. Berkner mentioned this twice in his testimony on March 7, 1956: 


A sense of uneasiness has been created in discussions among 
scientists arising from fear of disclosing secret information. 
This swiftly destroys the interplay of ideas underlying 
creativeness (hearings, p. 752). 

In a system of widespread technological secrecy, the scien- 
tist finds it increasingly difficult to sort out from the tremen- 
dous multiplicity of facts those that are secret and those 
that are open. He may not even know that a scientific fact, 
obvious to him, is classified as secret somewhere in the system. 
Consequently, his knowledge of secrets tends to restrict pro- 
ductive scientific discussions far beyond the necessity of the 
security system. But, if he errs, he must be certain to err on 
the side of safety. Therefore, the freedom of discussion, on 
which the maintenance of his professional competence de- 
pends, and from which really great scientific progress 
emerges, is severely hampered (hearings, p. 758). 


A fourth reason for avoiding classified research projects was sug- 
gested by two witnesses : 


The word “discovery” is defined by Webster as the finding 
out or ascertaining something previously unknown, and dis- 
closure of this know ledge publicly. 

If a man works in the field of classification, his oppor- 
tunity for discovery under this definition is of course 
impossible (hearings, p. 765). 
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Dr. Hutchisson: 


On the other hand, one of the strongest motivating forces 
for the scientist is the possibility of describing his work in 
an open forum and to receive recognition by his colleagues. 
This requires the free exchange of knowledge both in discus- 
sion and in publication (hearings, p. 764). 


Dr. Henderson: 


There is an immense amount of information developed 
within the Government, in the Bureau of Standards, Na- 
tional Institutes of Health, and elsehere, and ordinarily a 
scientist working there likes to publish the results of his work 
as a technical paper and in a technical journal, but there must 
be two-thirds or more—there must be 3 or 4 times as many 
reports which are not published as are in fact given that 
publicity * * * 

In developing a good reputation nothing is as important 
as the publication ‘of good papers, so that the stress, the 
urge, is always there to publish. It builds up the reputa- 
tion of the foundation; it makes it easier for them to get 
more money for future work; and, in general, scientists are 
just as eager to publish their work through reputable : and un- 
derstood channels as they could well be (hearings, p. 889). 


A fifth and final argument involved duplication of research. 
Dr. Livingston: 


A great deal of unnecessary duplication of efforts has oc- 
curred, where the original work was in a classified area. It 
has been a rather common experience for a university scien- 
tist who has spent several months of research, to find that 
similar work had been done in a Government laboratory and 
was available, if it could be located, in a declassified report. 
The fault lies in the wholesale classification of large areas of 
subject matter, not themselves essential for military security 
(hearings, p. 731). 


Dr. Berkner: 


Very few scientists outside the narrow limits of a classi- 
fied project can be consulted because of the difficulties 
involved in such communication. Therefore, solutions to 
difficult technical problems, rather than being simple and 
brilliant, have tended to become heavy, cumbersome, awk- 
ward, expensive, and often impr acticable. Costly mistakes 
are al] too frequent because of blocked knowledge that ought 
to be freely available (hearings, p. 752). 


Mr. Gardner 


I know of several scientists who do not have a need to 
know and who are interested in working on the peaceful 
uses of atomic energy. One of them brought up this very 
subject, that he was ‘afraid to initiate the work lest he cover 
ground that already had been covered and in effect would 
be wasting his time (hearings, p. 1067). 
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Dr. Morse, citing his personal experience in research on the waiting- 
line theory, indicated the reaction of a scientist (see also Section VIII) : 


All I could do was to urge Koopman to publish the un- 
classified parts of his work, but he has not done so. If it had 
been only Koopman, I might have gone ahead anyway and 
referred to his work in a laudatory footnote, for I know him 
and could always learn what he was doing and had done in 
the field (incidentally, I am cleared for access to classified 
work of this type). But the work of the unknown Clark 
added to the uncertainties * * * 

The situation was just muddy enough to decide me to imi- 
tate Koopman and quit work in that part of the queuing 
theory. There are a lot of other things to be done, other 
fields to work in where a much higher percentage of the 
work is published and where one can know better what devel- 
opments are made and by whom. So I have spent my spare 
time this winter on the diffraction of waves by lattices of 
spheres. But, to date, the only published work on the fluc- 
tuations of waiting lines is my short note of last summer 
(hearings, p. 1754). 


And Dr. Morse’s attitude was supported by two other expert wit- 
nesses before the subcommittee: 


Dr. Urey. I must say that at the end of the war I looked 
very definitely for some things to do that would not enter 
into the classified field, and the things which I found to do 
are as far away from defense things as they could possibly 
be. Thus, determining the temperatures in the ancient 
oceans is not likely to become a classified subject, so far as I 
can see. 

Also I think the military will not be much interested in 
the chemical problems related to the origin of the earth and 
the solar system. 

I may say that selection of such subjects was done definitely 
with some thought in mind of having some work to do which 
I could talk about freely without worrying about the question 
of classification at all (hearings, p. 797). 

Dr. Srruve. Well, now, I can tell you that if I have a bright 
idea in the field of nuclear fusion, I would go to sleep and 
forget about it, and this despite the fact—and I think it is 
important for the physicists and for the representatives of 
the Government to realize that the whole idea of nuclear 
fusion on a large scale was an astronomical development and 
that the problem of fission on a large scale, that is, the pos- 
sibility of having large-scale energy produced as a result of 
fission, resulted from a very famous conference between a 
number of physicists and a number of astronomers in 1939 
(hearings, p. 855). 


Dr. Berkner summed up the argument of the scientists: 


Under these procedures the scientist cannot avoid becom- 
ing the almost unique target, because he is the source of much 
of the information to be protected. It is his creative thought 
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that produces the need for technological secrecy. Yet the 
application of our present security procedures condition the 
scientist to avoid contact with any idea that may lead to mili- 
tary application. 

The point is that the security process strongly conditions 
the scientist not to do those very things our country most 
needs (hearings, pp. 757-758). 


XXITX. Russtan Trenp Away From Secrecy 


Dr. Berkner: 


Even the Soviet leaders sometimes find too much secrecy 
has disadvantages. I note in the New York Times on Febru- 
ary 27, 1956, that during the 20th Congress of the Communist 
Party: 

“The attack on undue secrecy in scientific work was 
launched by Anastas I. Mikoyan, a First Deputy Premier, 
and carried a step further by Premier Nikolai A. Bulganin 
who accused many incompetent scholars of using it to conceal 
their failures” (hearings, p. 760). 


Dr. Hughes: 


The Russian policy had changed tremendously at the time 
of Geneva. As I said in my st: ratement, ve: own impression 
is that the Russians seem finally to have realized that they 
will do better if they don’t keep it all cai wraps. They 
are publishing very freely now (hearings, p. 819). 

I also am convinced that the Russians are changing their 
ways rapidly. As I said, I met a Russian in Copenhagen. 
He had just arrived to spend a month studying theoretical 
physics. He had no bodyguard with him. He was all by 
himself. He talked very freely about the kind of research 
that he was doing at Leningrad, and I think this marks a 
great change in the Russian policy (hearings, p. 82 





Chairman Moss later asked Mr. Gardner about the pace sail the United 


States missile program : 
Mr. Gardner: 


It is the reverse of a crash program. It slows down the 
development to the safest possible pace, rather than the most 
daring possible pace. 

The Russians have done the reverse of this. They have 
adopted a policy of moving at the most daring possible pace, 
if all we see of them is true (hearings, p. 1070). 


XXX. Mopern Scrence AND Esprionacr 


Dr. Livingston : 


Modern weapons are no longer secret in their entirety, 
and cannot be described on a few sheets of paper and loc ked 
in a safe. They are far too complex. It is er true that 
the “secret” of a modern weapon cen seldom be disclosed by 
a stolen diagram. Rather, it requires the transmission of the 
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basic principles of a large and complex technology, which in 
turn requires technically trained minds even to transmit the 
information. Although some have hoped or assumed that 
it might be possible, we must accept the fact that we cannot 
prevent another country from developing their own tech- 
nology, based on their own trained minds and research tal- 
ents (hearings, p. 732). 

Mr. Moss. Have we had a lot of information leak out from 
these programs on weapons and plans ? 

Admiral Brennerr. Within my knowledge, sir; no, sir 
(hearings, p. 1769). 


Chairman Moss had this exchange with Dr. Berkner on some popu- 
lar impressions about scientific secrecy : 


There is a strong impression in the American mind that 
the Soviet attainments in atomic fission is primarily the result 
of espionage and that Russian advances in rocketry are pri- 
marily due to captured German rocket experts. 

What is your opinion on these commonly-held beliefs? 

Dr. Berkner. Mr. Chairman, I believe that these are sub- 
stantially incorrect. It is quite impossible to achieve a very 
complex development such as the present Russian rocket de- 
velopments or developments in the field of nuclear science 
without a long history of education and training of a very 
large number of people, without careful research on their 
own part, and without a widespread understanding of the 
processes involved. 

It is true that espionage might provide them with some 
small help if they already have the organization and the facil- 
ities to do the job. But the espionage by itself could not 
possibly give them sufficient information and skill to adapt 
their own processes and their own materials to the successful 
utilization of these items without full and deep understand- 
ing of the processes in advance, themselves. 

Mr. Moss. You feel it would be a mistake for us to continue 
to attribute the progress Soviet science has made to outside 
factors ? 

Dr. Berxner. I point out to you, sir, that their first atomic 
bomb followed ours by some years. Their hydrogen bomb 
followed ours by about 1 year. Their satellite preceded ours 
by some amount that we do not yet know. This indicates a 
background of very strong scientific and technical training 
and support for research over a period of years that is now 


beginning to pay them handsome dividends (hearings, 
pp. 3465-3466). 


XXXI. THe “CatcuLatep Risk” Turory 
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In essence, what the majority of scientists appearing before the 


subcommittee proposed was a shift in emphasis. 


Dr. Livineston. The major point I am making is that 
the philosophy of security through secrecy has been the pre- 
vailing one in the past. I am proposing a balance of risks, 
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Scientists appearing before the Subcommittee pointed out the im- 
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an awareness of the fact that we need more progress. More 
speed in achievement and an increase in the number of trained 
people is more important in the long run. This requires 
taking some risk in the security program (hearings, p. 739). 

Dr. Berxner. Technological secrecy tends to put many of 
our best thinkers behind a wall across which they have no 
communication with our Government. 

Moreover, this wall excludes many of the great foreign 
scientists of our time. Can we afford the policy of banishing 
or banning great scientists in the face of our present perils ? 
One recalls the remarks of Lagrange to Delambre the day 
after the execution of Lavoisier : 

“Only a moment to cut off that head and a hundred years 
may not give us another like it.’ 

Therefore, it is imperative that we find the best balance 
of technological secrecy as weighed against free informa- 
tion—a balance designed to give us optimum strength 
(hearings, p. 759). 





XXXII. GovERNMENT PUBLICATION OF RESEARCH RESULTS 


portance of publishing results of government-sponsored research 


Dr. Berxner. The publication of Government reports of 
unclassified research is seriously defective. In many cases 
such reports receive only limited and perhaps even preferen- 
tial distribution, and they are often not in form to be regu- 
larly accessioned and classified in the libraries. Consequently, 
such reports are often buried and not available for reference. 
In this way much valuable Government research is buried, 
only to be repeated again at great cost. In lieu of such 
reports, wherever possible, Government agencies should em- 
ploy the standard forms of scientific and technical literature 
or standard monographs, and contracts for research should 
accept standard scientific publication as an adequate report of 
work sponsored. Indeed, acceptance of work for publication 
in a reputable journal might be a criterion of satisfactory per- 
formance. But at the moment, agency restriction on payment 
of publication costs encourages ‘rather than discour: ages the 
publication of independent reports that are disadvant: uweous 
to scientific progress. 

There are situations, particularly in the field of engineering 
and when classified reports receive security declassification, 
when publication of scientific information in report form is 
almost inescapable. In such cases, positive action must be 
taken to have the reports and abstracts supplied to the appro- 
priate abstracting journals. In addition to free copies being 
sent to all other ‘Government agencies having a possible in- 
terest in it, it should be made available for public sale through 
an official sales agency, for example, Office of Technical Serv- 
ices or Superintendent of Documents. Copies should also be 
sent to the Government depository libraries that have been 
established all over the country. The pattern established by 
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the AEC in this respect might well be copied by other agencies 
(hearings, p. 3442). 

Dr. Bropr. Much of the basic research in this country is 
supported by grants-in-aid from Government agencies. It 
would seem reasonable that either these grants should include 
the necessary funds or counterpart funds should be provided 
to cover the cost of publication, abstracting, and indexing so 
as to provide the essential information to the scientific public 
(hearings, p. 3494). 


Testimony indicated that legislation would be necessary to make 
it possible for Government agencies to publish research results : 


Mr. Mircueti. On page 9 of your prepared statement you 
referred to the fact that many colleges and universities might 
perform scientific research for the Government which is 
never published. 

Could you explain more fully to the subcommittee what is 
meant by that statement and its effect on science? It reads: 

“The Federal Government can do much to aid. At the moment, 
Government agencies refuse to pay charges levied for the publication 
of scientific research done under their sponsorship.” 

Dr. Berkner. That is correct. I meant by this publication 
in the normal scientific literature, the journals of the so- 
cieties, or other journals imposing page charges in order to 
finance the publication. Many Government agencies insist 
that either under law or under ruling of the Comptroller 
General that they cannot pay such charges and they use this 


as a basis for not ‘publishing in the regular scientific literature 
(hearings, p. 3466). 


Positive action was recommended to make more readily available 
the results of Government-sponsored research : 


Mr. Moss. You would agree, then, with Dr. Berkner that a 
central coordinating agency under Government sponsorship 
is necessary and desirable ? 

Dr. Bropr. Yes. 

Mr. Moss. That subsidies to the existing publications to 
permit more abstracting and indexing is highly desirable? 

Dr. Bropge. This is very true. In fact, I also agree with 
him that it should be desirable to permit the Government 
agencies to pay the page charge in those journals which 
depend upon this. 

There have been requirements that all published material 
published by the Government must be done through the Gov- 
ernment Printing Office, this makes it impractical for Govern- 
ment agencies to pay page charge for publication in certain 
scientific journals; whereas industries and universities pay 
this. 

Mr. Moss. AEC is the only exception; is that correct? 

Dr. Brope. May I counter that? I cannot speak authori- 
tatively but I think I know, because I am the editor of one of 
these journals which collects page charges, that AEC has a 
legislative system which makes it possible to contract its work 
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out to private and industrial groups; for example, Carbide 
and Carbon Chemical operates the Oak Ridge Laboratory. 

The University of California runs the Los Alamos Lab- 
oratory. These contractors are not bound by civil service 
or by other Government regulations with regard to printing; 
therefore, the page charge is paid by the contractor. 

I do not believe that the AEC from its Government funds 
pays the page charge. This can be subject to confirmation, 
but I am reasonably certain that the page charge is paid by 
the contractor. 

Mr. Moss. You know, then, of no Government agency di- 
rectly paying page charges? 

Dr. Bropr. That is right (hearings, pp. 3499-3500). 

Dr. Urry. We recognize that maximum secrecy is not the 
optimum way to promote security. This point is emphasized 
in the statements of the other gentlemen who spoke yesterday. 
In my opinion, the optimum lies far toward the side of no 
secrecy whatever (hearings, p. 794). 





| 











ADDITIONAL VIEWS OF HON. CLARE E. 
HOFFMAN 


INTRODUCTION 


Apparently the hearings by this subcommittee have been conducted 
upon the theory that the job of the Department of Defense could be 
more efficiently or more economically performed if directed by the 
subcommittee staff or its chairman. Without in any way questioning 
the ability or purpose of the subcommittee staff, members of the 
subcommittee, or of the chairman, permit me to point out that, lack- 
ing the years of experience of many of the officials and employees of 
aie executive departments, their final conclusions upon the efficiency 

r lack of it with which these various departments conduct their bus- 
ee could be misleading or incorrect. 


THE REPORT 


The body of the report is built up generally from out-of-context 
extracts of the testimony of witnesses given at various times through- 
out the hearings. 

It is a compilation of what appears to be raw data illustrating one 
point of view. It would seem that a more thoroughly objective effort 
should have been made to evaluate this data in the report—particu- 
larly in view of the fact that two of the witnesses, Dr. Furnas and 
Mr. Gardner, former Defense Department officials, had been in pub- 
lic controversy with their former superiors in the Defense Depart- 
ment. 

A more careful evaluation of the testimony and more of an effort to 
get at the facts might also have obviated such errors as that appear- 
ing on page 68 of the report where it is stated that the Office of Sci- 
entific Research and Development “controlled all United States weap- 
ons development work during the Second World War.” 

It is my understanding that the Army and Navy each ran extensive 
weapons ‘development programs utilizing scientists and engineers in 
their own laboratories and under contract with industry. 


THE HEARINGS 


The hearings upon which this report is based furnish a striking 
illustration of the chairman’s unfortunate tendency to state conclu- 
sions for the record and for immediate publication by the press be- 
fore hearing the testimony of witnesses supposedly summoned to 
provide the subcommittee with information necessary to the develop- 
ment of sound conclusions. After important issues have been pre- 
judged against them, Government witnesses frequently are hampered 
n responding effectively to the charges made in the opening state- 
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ment because they are confined in their remarks by a different or 
somewhat narrower line of questioning. 

When I asked whether Assistant Secretary of Defense Murray 
Snyder might, as a part of his prepared remarks, comment on the 
chairman’s opening statement, the record shows I received this reply 
(hearings, p. 3092) : 


Mr. Moss. I am not going to get into the position of in- 
dulging in argumentation over the opening statements. 


Is this position perliaps prompted by the fact that the effectiveness 
of these one-sided declarations would be largely nullified if a prompt 
and coherent rebuttal were permitted ? 

After delivering his opening statement, the chairman refused Mr. 
Dechert an opportunity for “2 minutes of statement in answer,’ ” giv- 
ing as his reasons that the subcommittee had a schedule to which it 
would adhere and that it would serve no purpose to go into argument 
or rebuttal (hearings, pp. 8034-3035). 

The matter again arose at the beginning of the afternoon session, 
when Mr. Dechert attempted to submit for the record in writing the 
comments he had sought to make in the morning. The chairman 
refused to recognize Mr. Dechert; he gave no reason except that Mr. 
Dechert had not been requested to appear. 

I then attempted to introduce a copy of Mr. Dechert’s written 
statement but was unable to obtain definite approval from the chair- 
man. The statement was never made a part of the record and is in- 
troduced for the first time in these additional views. (Mr. Dechert’s 
complete statement appears at the end of these additional views.) 

Mr. Snyder then stated that he would make the same request when 
he appeared, but he was advised by the chairman that this request 
would be dealt with when made and that he was not at the present 
time on the witness stand (hearings, p. 3066). 

The question next came up when Mr. Snyder was about to read his 
prepared remarks and requested permission to include a portion of 
Mr. Dechert’s comments. The chairman refused saying (hearings, 
p. 3092) : . 


The entire injection of this issue was out of order and 
I don’t intend to tolerate it any longer. 


In view of the insistence of the subcommittee and its staff that the 
people have a right to know how the people’s Government is oper- 
ated, it seems inconsistent for the subcommittee chairman to gag top 
officials of the Department who would attempt to explain their opera- 
tion. 

While it is understandable that the chairman, upon reflection, may 
have regretted his rather arbitrary muzzling ‘of Mr. Dechert and 
Mr. Snyder in a public hearing devoted to “the ¢ ‘people’s right to 
know,” and that he would like to avoid further embari ‘assment in 
the matter, it is not believed that a deliberate exclusion of a pertinent 
statement from the record is justified. It might be noted that this 
exclusion was rather futile since, in addition to the record of the 
hearing itself, contemporaneous newspaper accounts of the occur- 
rence, based on attendance at the hearings, amply portray what actu- 
ally happened. 
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In this connection, it is interesting to note how well the irony of 
the situation was captured by the New York Times news story. After 
a detailed account of how “Two high Defense Department officials 
were silenced * * *” the article turns to discussion of the testimony 
received that day with this parting sally: 


Under these auspices the subcommittee continued its in- 
vestigatio[n] into alleged suppression of information (New 
York Times, November 19, 1957, 1, C. P. Trusssell). 


The New York Times article is reprinted in full below: 


[From the New York Times, November 19, 1957] 
Two Pentagon Arpes BALKeED At INQUIRY 
By C. P. Trussell 
Special to the New York Times 
| 


Wasurineton, November 18.—Two high Defense Depart- 
ment officials were silenced today as they tried to protest 
against statements made by an investigating subcommittee 
chairman. The incident arose as hearings resumed on 
alleged suppression of information to w hich the public was 
entitled. 

The officials were Murray Snyder, Assistant Secretary for 
Public Affairs, and Robert Dechert, General Counsel of the 
Department of Defense. 

They had sought to retort to an oe statement by 
Representative John E. Moss, Democrat, of California, to 
the effect that secrecy here had given the Soviet Union an 

| advantage in scientific achievements. 

Mr. Dechert promptly requested 2 minutes in which to 

respond. This was denied. As the afternoon session opened, 
he tried to interpose by putting into the record a letter in 
which he contended that Mr. Moss’ conclusions had been 
reached before the testimony had been taken. 

Mr. Moss gaveled him down, ordered him to take his seat. 
When Mr. Snyder reached his turn at the witness chair he 
appeared to want to answer the Moss opening statement. 
He was cut off. 

It has become a pattern in congressional investigations for 
a chairman in opening a new series of hearings | to make a 
statement. In many of these statements the chairman refers 

| to findings made by staff investigators. Some of these state- 
| ments, it has been noted in some quarters, bear an accusing 
tone. 

Mr. Moss declined to receive the Dechert letter for the rec- 
ord, at least until he had approved it. Representative Clare 
E. Hoffman, Republican, of Michigan, served notice that it 
would get it into some record. 

“Tf I can’t get into a minority report,” Mr. Hoffman said, 
“T will insert it into the Congressional Record.” 
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SCIENTISTS’ PROTESTS CITED 


Under these auspices the subcommittee continued its in- 
vestigation into alleged suppression of information. Defense 
Department spokesmen conceded that civilian scientists had 
been prohibited from discussing “pure science” research with 
other experts in this country. Mr. Moss contended that sec- 
recy of this kind “lends to a weakening of the Nation.” 

As long as 20 months ago, he said, scientists protested 
that their work was being “hamstrung” ‘by unnecessary secu- 
rity regulations. 

Vice Adm. John M. Hoskins, retired, told the subcom- 
mittee that there was a new attitude among the military 
services and that security status would be removed so as to 
give the public as much information as was possible with 
safety. Admiral Hoskins is the new director of declassifica- 
tion policy in the Office of the Secretary of Defense. 

Already, he said, there had been a substantial reduction in 
the number of officials and officers authorized to classify 
documents in all the military fields. Within the last year, 
he added, the number had been cut at least 50 percent and 
perhaps up to 92 percent. His own estimate was that the 
percentage would be somewhere between the high and low 
estimates. 

Soon, he observed, the Defense Department would de- 
classify “hundreds of thousands” of historic documents, long 
held secret, and reaching back to the Revolution. 

Mr. Snyder told the committee that the Department re- 
ceived about 1,100 inquiries for information a week. Queries 
from Congress, he added, were sometimes higher. Since last 
March, he said, more than 49,000 letters had come from mem- 
bers of Congress and congressional committees. Since June, 
he added, 75,000 telephone calls had come from the same 
sources. 

Criare EF. Horrman. 
J.P. Cartson, Minority Counsel. 


Lerrer or Ropert Decnert, GENERAL CouNsEL, DEPARTMENT OF 
DErENsE 


GENERAL CoUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington, D. C., November 18, 1957. 
Hon. Joun E. Moss, Chairman, 
Hon. Dante B. Fascety, and 
Hon, Crare E. HorrmMan, 
Members, Special Subcommittee on Government Information, 
Washington, D.C. 

GENTLEMEN : I am deeply concerned over the fact that a few min- 
utes ago at the opening of your subcommittee’s hearings this morning, 
the chairman by the use of his gavel declined my request as General 
Counsel of the Department of “Defense for 2 minutes in which to 
comment upon certain conclusions which had just then been read into 
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the record through the medium of the chairman’s 2-page opening 
statement, prepared in advance of the hearing. 

None of us in the Defense Department had been given the courtesy 
of seeing a copy of this in advance of the hearing, as is of course 
often done in the case of congressional committees holding inquiries 
into various matters and has been done by your subcommittee on 
previous occasions. Indeed, the copy which was handed to me just 
before the chairman started to read it is endorsed in ink “Press desk 
only,” indicating that although it was intended for advance informa- 
tion of the press, it was intended to be withheld from all others. 

The field in which your subcommittee is operating is of great im- 
portance and no one should minimize the value of your subcommittee’s 
work in bringing to the attention of the public various of the problems 
which have had your special attention. On the other hand, it seems 
clear that a subcommittee of the Congress necessarily wants to be 
fair in its approach to problems under consideration, and not to pre- 
judge matters before hearing the witnesses whom they have asked 
to appear for the very purpose of giving the subcommittee information 
on which to reach conclusions. 

I was, therefore, especially sorry that the chairman’s abrupt action 
a few minutes ago prevented me from having the 2 minutes which I 
sought to explain why I thought an immediate answer to the chair- 
man’s opening statement was necessary and to indicate 2 points at 
which I felt he had grievously erred. The opportunity having denied 
me, I write this letter. 

If the chairman had allowed me to do so, I was going to say first that 
there are two points which I am sure you will all agree are essential in 
opening any such hearing as this. These two points seem to me to 
be the following: 

1, Any summary of a previous hearing should be scrupulously 
fair; and 

2. The issue before the subcommittee should not be prejudged by 
an initial statement of the conclusion which is to result from 
the holding of the hearings. 

If the chairman had allowed me to do so, I was going to say that I 
felt all of you would agree on the above points. However, it seemed 
to me that the chairman in his own opening statement had fallen into 
the same error which we had discussed in connection with his opening 
statement at the time I testified before your subcommittee last spring; 
that is, in his capacity as chairman of a subcommittee investigating 
a serious problem, he had made an opening statement in the language 
of a prosecuting attorney. 

Thus the chairman’s third from last paragraph started with the 
following language: 

“In March 1956 a group of the Nation’s top scientists testifying 
before the subcommittee warned that the blanket of excessive secrecy 
over scientific thought was stifling our Nation’s technical develop- 
ment. 

This sentence, as used by the chairman in his opening statement, 
sounds as if represented a unanimous view conclusively reached by 
the group who were called before your subcommittee on March 7, 8, and 
9, 1956. However, I have before me on page 811 the following state- 
ment made by David Shea Teeple as a witness: 








86 


AVAILABILITY OF INFORMATION 


“Within my experience, science and industry have been able to ob- 
tain classified scientific information under proper security safeguards. 
Though I have heard it said many times, I still do not believe that the 
classification system now in effect has been any serious impediment to 
scientific progress.” 

Immediately before the above statement Mr. Teeple had said the 
following as something which has to be borne in mind: 

“Consequently, in the exc hange of scientific information we are un- 
der consideration handicap. Freedom of discussion and publication 
is inherent in our society. It is abhorrent to the Communists. To 
some degree, therefore, we are at present riding on a one-way street. 
We publish and distribute considerable information, whereas the 
Communists thus far tell us very little.” 

Again on page 805, Dr. Donald J. Hughes, of the Brookhaven 
National Laboratory, in commenting on the results of the Geneva 
Conference of the United Nations in the previous summer pointed out 
that the United States “had presented the largest amount of technical 
information at the meeting.” 

On page 893, in the testimony of Dr. Detlev W. Bronk, president of 
Rockefeller Institute for Medical Research, president of the National 
Academy of Sciences and chairman of the National Science Board of 
the National Science Foundation, the following appears: 

“Mr. Mraper. Have there been any complaints that have come to 
you in your activity with the National Advisory Committee for Aero- 
nautics that scientists and industry have not had access to information 
within the possession of NACA which they need in their activities? 

“Dr. Bronx. I have not heard such complaints. I suppose in part 
the difficulty is avoided, in view of the fact that the individuals who 
would be wishing this information are cleared because of the fact that 
they are associated with aircraft companies who are operating under 
contracts which would require such clearance.” 

Again on page 894 he was asked as to suggestions for specific meas- 
ures “that might be taken to protect vitally necessary information from 
the point of view of defense, but at the same time not obstruct the 
flow of scientific knowledge needed for maintaining our position in 
the race of scientific developments.” His answer to this question 
included the following: 

“Other than to do everything you can to encourage periodical and 
frequent reviews of information which has been classified in order to 
see that it is declassified as soon as this may be feasible. * * * 

“Now, how are you going to go about encouraging periodical re- 
views; how you are going to guide that review 1s one of the very 
difficult problems we all face. The best way is to have people of 
wisdom and imagination in charge of declassification. But it is not 
easy to find people with wisdom and imagination.” 

I submit that such ‘testimony in March 1956 as that of which the 
above are samples hardly supports the sentence in the chairman’s 
oo statement making the unqualified assertion that “a group of 
the Nation’s top scientists testifying before the subcommittee warned 
that the blanket of excessive secrecy over scientific thought was stifling 
our Nation’s technical de velopment.” 

The second point at which it seemed to me the chairman’s opening 
statement fell into serious error was his asserted conclusion in the 
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next to last paragraph which read as follows with respect to the al- 
leged warnings from the “group of the Nation’s top scientists testi- 
fying before the subcommittee” 

“Unfortunately, their warnings—and the recommendations in a 
congressional report on the subcommittee’s work—were not heeded.” 

It was my understanding that the very purpose of your subcom- 
mittee’s hearings today and tomorrow is to determine, through Ad- 
miral Hoskins and Assistant Secretary of Defense Snyder, whether 
the test posed by Dr. Bronk on page 894 of your March 1956 hearings 
was being met. You will remember that Dr. Bronk said: “The best 
way is to have people of wisdom and imagination in charge of de- 
classification. But it is not easy to find people with wisdom and 
imagination.” 

Your subcommittee, we in the Department of Defense understood, 
is seeking to learn whether, through Admiral Hoskins, Mr. Snyder 
and the others, we have met this test. It is startling at the very 
outset of the hearing to find the chairman making a flat ‘assertion that 
the evidence which has not yet been given justifies a conclusion that 
previous recommendations by your subcommittee and warnings from 
others “were not heeded.” 

It seems ironic that a subcommittee which has been stressing “the 
public’s right to know” as the banner on its masthead, should this 
morning have failed to allow General Counsel of the Department of 
Defense two minutes for the purpose of indicating that unfortunate 
language in an opening statement by the Chairman previously dis- 
tributed to “Press desk only,” might cause the public to be under an 
unfortunate and serious misapprehension. 

Very sincerely, 
Rosert DecHert, 
General Counsel. 














ADDITIONAL VIEWS OF HON. JOHN E. MOSS 


At the subcommittee hearing on November 18, 1957, Robert Dechert, 
Defense Department General Counsel, three times attempted to inject 
himself into the proceedings to harangue the subcommittee (hearings, 
pp. 3034, 3066, and 3107). Mr. Dechert had not been called as a wit- 
ness, nor was he serving as counsel to any of the Defense Department 
officials who had been called. The Defense Department witnesses al- 
ready were accompanied by counsel, Mr. Leonard Niederlehner, Dep- 
uty General Counsel, Department of Defense. The chairman, there- 
fore, refused to recognize Mr. Dechert. Later in the day, when Mr. 
Dechert interrupted for the third time, the chairman offered Assistant 
Secretary of Defense Murray Snyder, then in the witness chair, the 
opportunity of accepting Mr. Dechert as his counsel (hearings, p. 
3107). This would have permitted Mr. Dechert to enter his remarks 
inthe record. Mr. Snyder declined the offer. 

Mr. Dechert, however, gratuitously submitted a four-page, sin- 
gle-spaced letter purporting to answer questions he was never asked. 
Mr. Dechert wrote: 


I am deeply concerned over the fact that a few minutes ago 
at the opening of your subcommittee’s hearings this morning, 
the chairman by the use of his gavel declined my request 
as General Counsel of the Department of Defense for 2 
minutes in which to comment upon certain conclusions which 
had just then been read into the record through the medium 
of the chairman’s two-page opening statement, prepared 
in advance of the hearings. 

None of us in the Defense Department had been given the 
courtesy of seeing a copy of this in advance of the hearing, as 
is of course often done in the case of congressional commit- 
tees holding inquiries into various matters and has been done 
by your subcommittee on previous occasions. Indeed, the 
copy which was handed to me just before the chairman started 
to read it is endorsed in ink “Press desk only,” indicating that 
although it was intended for advance information of the 
press, it was intended to be withheld from all others. 


As was pointed out at the hearing in question, 


The rules of the House require the submission of copies 
of testimony of witnesses. They do not require the submis- 
sion of the opening statement nor do they require an opening 
statement of the chairman (hearings, p. 3092). 

Furthermore, the chairman’s opening statement was not “withheld” 
from anyone, to say nothing of any “intention” to withhold it. 
Copies of this statement were, in fact, available to all witnesses of- 
ficially called by the subcommittee, as well as to the public. Mr. 
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Dechert, however, obtained his copy from the table reserved for the 
press, where a few copies had been placed—and marked as he has 
described—for the benefit of reporters. 

Mr. Dechert’s letter continued : 





The field in which your subcommittee is operating is of 
great importance and no one should minimize the ralue of 
your subcommittee’s work in bringing to the attention of 
the public various of the problems which have had your 
special attention. On the other hand, it seems clear that a 
subcommittee of the Congress necessarily wants to be fair in 
its approach to problems under consideration, and not to pre- 
judge matters before hearing the witnesses whom they have 
asked to appear for the very purpose of giving the sub- 
committee information on which to reach conclusions. 

I was, therefore, especially sorry that the chairman’s 
abrupt action a few minutes ago prevented me from having 
the 2 minutes which I sought to explain why I thought an 
immediate answer to the chairman’s opening statement was | 
necessary and to indicate two points at which I felt he had 
grievously erred. The opportunity having been denied me, 
I write this letter. 

If the chairman had allowed me to do so, I was going to 
say first that there are two points which I am sure you will 
all agree are essential in opening any such hearing as this. 
These two points seem to me to be the following: 

1. Any summary of a previous hearing should be 
scrupulously fair; and 
The issue before the subcommittee should not be 
prejudged by an initial statement of the conclusion 
which is to result from the holding of the hearings. 


The chairman’s opening statement was not a matter of prejudge- 
ment, as Mr. Dechert impli es. It was based on 5 separate days of 
earlier hearings on scientific information problems—based, in fact, 
on a vast majority of the material which appears in the previous 
sections of this report. 

Mr. Dechert’s letter : 


If the chairman had allowed me to do so, I was going to 
say that I felt all of you would agree on the above points. 
However, it seemed to me that the chairman in his own open- 
ing statement had fallen into the same error which we had 
discussed in connection with his opening statement at the 
time I testified before your subcommittee last spring; that is, 
in his capacity as chairman of a subcommittee investigating 
a serious problem, he had made an opening statement in the 
language of a prosecuting attorney. 

Thus the chairman’s third from last paragraph started 
with the following language: 

“In March 1956 a group of the Nation’s top scientists tes 
tifying before the subcommittee warned that the blanket 
of excessive secrecy over scientific thought was stifling our 
Nation’s technical development.” 
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Again, many sections of this report fully support the fact that 
the chairman’s statement did not contain “the language of a prose- 
cuting attorney,” but rather represented valid conclusions based on 5 


previous days of hearings and the testimony of 17 scientific witnesses. 
Mr. Dechert’s letter : 


This sentence, as used by the chairman in his opening state- 
ment, sounds as if it represented a unanimous view conclu- 
sively reached by the group who were called before your 
subcommittee on March 7, 8, and 9, 1956. However, I have 
before me on page 811 the following statement made by 
David Shea Teeple as a witness: 

“Within my experience, science and industry have been able 
to obtain classified scientific information under proper secu- 
rity safeguards. Though I have heard it said many times, I 
still do not believe that the classification system now in effect 
has been any serious impediment to scientific progress.” 

Immediately before the above statement Mr. Teeple had 
said the following as something which has to be borne in 
mind: 

“Consequently, in the exchange of scientific information we 
are under considerable handicap. Freedom of discussion and 
publication is inherent in our society. It is abhorrent to the 
Communists. 

“To some degree, therefore, we are at present riding on a 
one-way street. We publish and distribute considerable in- 


formation, whereas the Communists thus far tell us very 
little.” 


It must be noted that the chairman’s statement quoted by Mr. Dechert 
specifically referred to the testimony of “a group of the Nation’s top 
scientists.” Mr. Teeple, however, identified himself only as a former 
“security and intelligence officer” (hearings, p. 811). 

The following parts of Mr. Teeple’s testimony are pertinent : 


I am a misplaced schoolteacher (hearings, p. 811). 

[ am not a scientist (hearings, p. 815). 

I am not a scientist (again hearings, p. 815). 

I have been greatly concerned as a Jayman about this busi- 


ness of secrecy in science and, of course, it is a problem 
(hearings, p. 821). 


I am not a scientist (hearings, p. 822). 


Moreover, Mr. Teeple was specifically informed that the subcom- 
mittee would be interested in the views of any scientist who felt that 
present security regulations were not excessive : 

Mr. Moss. We want both views; we have had a very 
definite difficulty in getting the other side to appear and 
express the opinion. If there are such men, we haven’t been 
able to contact them. 

Mr. Trerte. I imagine it would be fairly unpopular with 
the scientific fraternity because the view you have just ex- 
pressed is the one that is by and large held in their publica- 
tions and in their speeches and abstracts (hearings, p. 824). 
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Mr. Dechert’s letter : 


Again on page 805 Dr. Donald J. Hughes of the Brook- 
haven National Laboratory in commenting on the results of 
the Geneva Conference of the United Nations in the previous 
summer pointed out that the United States “had presented 
the largest amount of technical information at the meeting.” 


Dr. Hughes’ testimony has been quoted no less than 12 times in 
previous sections of this report The single statement Mr. Dechert 
has chosen to quote does nothing to upset his basic belief that the 
United States today engages in excessive scientific secrecy. 

Mr. Dechert’s letter 


On page 893 in the testimony of Dr. Detlev W. Bronk, 
president of Rockefeller Institute for Medical Research, 
president of the National Academy of Sciences and Chair- 
man of the National Science Board of the National Science 
Foundation, the following appears: 

“Mr. Mraper. Have there been any complaints that have 
come to you in your activity with the National Advisory 
Committee for Aeronautics that scientists and industry have 
not had access to information within the possession of NACA 
which they need in their activities ? 

“Dr. Bronk. I have not heard such complaints. I sup- 
pose in part the difficulty is avoided, in view of the fact that 
the individuals who would be wishing this information are 
cleared because of the fact that they are associated with air- 
craft companies who are operating under contracts which 
would require such clearance.” 

Again on page 894 he was asked as to suggestions for spe- 
cific measures “that might be taken to protect vitally nec- 
essary information from the point of view of defense, but at 
the same time not obstruct the flow of scientific knowledge 
needed for maintaining our position in the race of scientific 
developments.” His answer to this question included the fol- 
lowing: 

“Other than to do everything you can to encourage peri- 
odical and frequent reviews of information which has teh 
classified in order to see that it is declassified as soon as this 
may be feasible. * * * 

“Now, how are you going to go about encouraging periodi- 
cal reviews; how you are going to guide that review is one of 
the very difficult problems we all face. The best w ay is to 
have people of wisdom and imagination in charge of declassi- 
fication. But it is not easy to find people with wisdom and | 
imagination.” 


In the first quote used by Mr. Dechert above, Dr. Bronk admits only 
that he has “not heard such complaints.” In the second quote, Dr. 
Bronk tacitly admits the existence of the excessive secrecy problem, 
merely adding that he cannot think of any solutions other than peri- 
odical review. As in the case of Dr, Hughes, moreover, this report 
contains many more examples of Dr. Bronk’s thinking than Mr. 
Dechert has been able to cite. 
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Mr. Dechert’s letter: 


I submit that such testimony in March 1956 as that of 
which the above are samples hardly supports the sentence 
in the chairman’s opening statement making the unqualified 
assertion that “a group of the Nation’s top scientists testify- 
ing before the subcommittee warned that the blanket of ex- 
cessive secrecy over scientific thought was stifling our Na- 
tion’s technical development.” 

The record stands for itself. 
Mr. Dechert’s letter : 


The second point at which it seemed to me the chairman’s 
opening statement fell into serious error was his asserted 
conclusion in the next to last paragraph which read es follows 
with respect to the alleged warnings from the “group of the 
Nation’s top scientists testifying before the subcommittee” : 

“Unfortunately, their warnings—and the recommendations 
in a congressional report on the subcommittee’s work—were 
not heeded.” 

It was my understanding that the very purpose of your 
subcommittee’s hearings today and tomorrow is to deter- 
mine, through Admiral Hoskins and Assistant Secretary of 
Defense Snyder, whether the test posed by Dr. Bronk on page 
894 of your March 1956 hearings was being met. You will 
remember that Dr. Bronk said: “The best way is to have 
people of wisdom and imagination in charge of declassifi- 
cation. But it is not easy to find people with wisdom and 
imagination.” 

Your subcommittee, we in the Department of Defense 
understood, is seeking to learn whether, through Admiral 
Hoskins, Mr. Snyder and the others, we have met this test. 
It is startling at the very outset of the hearing to find the 
chairman making a flat assertion that the evidence which 
has not yet been given justifies a conclusion that previous 
recommendations by your subcommittee and warnings from 
others “were not heeded.” 


The subcommittee certainly did not meet to determine whether a 
test posed by a single witness at a single hearing some 20 months 
earlier “was being met.” Nor were either Admiral Hoskins or Assist- 
ant Secretary Snyder c called as witnesses on the problems of scientific 
information. Admiral Hoskins was invited to describe his general 
work on declassification policy, which had begun only on July 1, 
1957—16 months after the scientific panel had testified and a year 
after the subcommittee’s report containing the recommendations the 
chairman’s statement referred to. Moreover, Admiral Hoskins’ task 
covered only one of the many problem areas listed in various sections 
of this report, and at the same time it was equally involved in de- 
classification of nonscientific information. 

As for Mr. Snyder, he excused himself from any responsibility for 
the flow of scientific information early in the testimony: 


Mr. Fascetu. As far as your office is concerned, Mr. Snyder, 
is there anything ¢ ‘urrently under consideration "with respect 
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to this problem of classification in the basic science research 
area ? 

Secretary Snyper. That doesn’t fall within the purview of 
my office, sir, except that we are interested in its implications 
so far as public dissemination of information on it. Natu- 
rally we are deeply concerned that there be no unnecessary 
constriction. 

Mr. Fascextx. But it is not a basic responsibility of your 
office ? 

Secretary Snyper. It is not, sir. 

Mr. Fasceiu. Does that same thing apply with respect to 
interservice security problems, in other w ords, one scientist 
being cleared in all three services or establishing a need to 
know on some project he is working on ? 

Secretary Snyper. I have no authority on that. 

Mr. Fascetu. That is outside your office ? 

Secretary Snyper. Yes, sir (hearings, p. 3096). 


The final paragraph of Mr. Dechert’s letter follows: 


It seems ironic that a subcommittee which has been stress- 
ing “the public’s right to know” as the banner on its mast- 
head, should this morning have failed to allow General Coun- 
sel of the Department of Defense 2 minutes for the purpose 
of indicating that unfortunate language in an opening state- 
ment by the chairman previously distributed to “Press desk 
only,” might cause the public to be under an unfortunate and 
serious misapprehension. 


Again it must be pointed out that had Mr, Dechert been invited 
to appear before the subcommittee he would have been given a copy of 
the opening statement. The placing of material on the press desk is 
for the purpose of making it avail: able for dissemination to the Ameri- 

can people. It cannot be construed as an effort to withhold or suppress 
information. 

The subcommittee cannot permit persons in attendance at its hear- 
ings to inject themselves into the proceedings at will if order and de- 
corum are to be maintained. As able members of the bar, this should 
be self-evident to both Mr. Dechert and Representative Hoffman. 


O 
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DISPOSITION OF SUNDRY PAPERS 
ApriL 22, 1958.—Ordered to be printed 


Mrs. Green of Oregon, from the Joint Committee on Disposition of 
Executive Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 58-11, dated April 14, 1958, to the 
85th Congress, 2d session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated: 


Job No. Agency by which submitted Job No. Agency by which submitted 


Department of the Interior. 


I Department of the Interior. 
Do. I 
| I 
I 


2720...| Department of Agriculture. 
2723. ..| Department of State. 
2724___| Interstate Commerce Commis- 
sion. 
-2725...| Housing and Home Finance 
| Ageney. 
| Department of the Air Force. 
Department of the Treasury. 
Department of Justice. 
-| Department of the Treasury. Department of the Interior. 
| Department of the Interior. .| Department of Agriculture. 
Do. N: 283__.| General Services Administration. 
Do. -N A V-286_ Do. 
Do. N 254... Do. 
Do. N 258... Do. 


Tennessee Valley Authority 
Do. 

Farm Credit Administration. 
Do. 

U. 8. Atomic Energy Commis- 

sion. 

Department of the Navy. 

Do. 


I 
I-} 
I-} 
I-} 
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Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 


20006 
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their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives. 
EpitH GREEN, 
Rospert J. CorBert, 
Members on the Part of the House. 
Ou D. Jounston, 
FRANK CARLSON, 
Members on the Part of the Senate. 
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Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the committee’s 24th report to 
the 85th Congress. The committee’s report is based on a study made 
by its Public Works and Resources Subcommittee. 


Wituram L. Dawson, Chairman, 
m1 
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May 28, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-FOURTH REPORT 


SUBMITTED BY THE PUBLIC WORKS AND RESOURCES 
SUBCOMMITTEE 


On May 21, 1958, the Committee on Government Operations had 
before it for consideration a report as of September 19, 1957, from its 
Subcommittee on Public Works and Resources entitled, ‘Morningside 
Hospital.”’ 

After consideration of the report as submitted by the subcommittee, 
upon motion made and seconded, the report was approved and adopted 
as the report of the full committee. The chairman was directed to 
transmit a copy to the Speaker of the House. 


THE ORIGIN OF THE INVESTIGATION 


The Morningside Hospital is a mental hospital, with approximatel 
400-bed capacity, located at 10008 Southeast Stark Street, Portland, 
Oreg., at the outskirts of the city. The hospital is operated by The 
Sanitarium Company, an Oregon corporation chartered in 1899. Mr. 
Wayne W. Coe, the president of the company, owns 598 of its 600 
shares of stock, and as he described himself at the hearings, is “the 
responsible party” of the company. For more than 50 years the cor- 

oration has been the ezent of the United States Department of the 
nterior, under contact, to provide care and treatment for residents 
of Alaska who have been ordered committed as mentally ill. Although 
the Interior Department sought bidders for the contract, generally at 
5-year intervals, the Sanitarium Co. has been virtually the sole bidder 
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since 1915.1 These contracts were made under an act of 1909, as 
amended in 1942 (codified in 48 U. S. C. secs. 46-50a), which author- 
ized the Secretary of the Interior— 


to contract, for 1 or more years, with a responsible asylum, 
sanitarium, or hospital west of the main range of the Rocky 
Mountains submitting the lowest responsible bid for the care, 
treatment, and custody of— 


any resident or other person in Alaska— 


who has been legally adjudged insane and committed to a 
mental institution.” 


The current contract (No. 14—-04-001-81) dated June 18, 1953, was 
to expire on June 30, 1958. It was assigned by the Secretary of the 
Interior to the Governor of Alaska as of February 23, 1957, pursuant 
to section 302 of the Alaska Mental Health Enabling Act, cited in 
footnote 2. In August 1957, the Territory of Alaska and the Sani- 
tarium Co. agreed that the contract would expire on December 31, 
1957. 

Virtually all the patients in Morningside Hospital are those com- 
mitted from Alaska. Many of them are Alaskan natives, who had 
been transported over a thousand miles from their homes to the 
Morningside Hospital, and many of them have been separated for 
long periods of time from their family and friends. 

The committee’s decision to investigate Morningside Hospital 
came as a result of numerous complaints and allegations that the 
patients have been receiving improper care and treatment, and also 
because the Comptroller Ge neral of the United States, in a report to 
the House of Representatives Committee on Interior and Insular 
Affairs dated June 25, 1956, stated that an audit and investigation 
of the Sanitarium Co.— 


disclosed certain deficiencies in the administration of con- 
tract provisions for the Secretary of the Interior by the 
the Office of Territories, Department of the Interior. 


Although the Sanitarium Co. has had charge of Alaskan patients 
under contracts with the Interior Department for more than 50 con- 
secutive years, the investigation by this committee was primarily 
concerned with the 10 years period 1948-57. It was felt that an in- 
vestigation of the hospital prior to that period would have little current 
value, whereas investigation of a 10-year period would provide a 
sufficient basis for evaluating the recent progress and present status 
of the hospital operations, and since that period was in both Demo- 
cratic and Republican administrations, would eliminate any possibility 
of charges that the investigation had any political implications. 
(The nonpolitical nature of the inv estigation was demonstrated during 
the course of both the preliminary investigation and the hearings by 
the fact that the committee brought out deficiencies in hospital opera- 

1 Between 1935 and 1938, the Department of the Interior endeavored, unsuccessfully, to obtain construe- 
tion of a new Federal mental hospital, and during this period executed three l-year contracts with the 
Sanitarium Co. In 1936, the University of Oregon Medical School wrote to the Department offering to 
contract for the care of the Alaskan insane, but the proposal was based upon the assumption that a new 
hospital would be constructed with at least partial financing by the Federal Government, and it was not 


accepted. Mr. Wayne Coe, president of the Sanitarium Co., testified that a doctor of Tacoma, Wash., 
tendered a bid about 1932. 


2 These statutes were repealed, effective July 1, 1957, as specified in sec. 301 of the Alaska Mental Health 
Enabling Act of July 28, 1956 (70 Stat. 709, 712; Public Law 830, 84th Cong.), sec. 134 of the act ot March 26, 
1957, enacted by the Legislature of the Territory of Alaska (ch. 87, H. B. 165), and the proclamation of 
June 19, 1957, by Acting Governor of Alaska Waino E. Hendrickson. 
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tions and [nterior Department supervision which occurred under 
Democratic as well as Republican Secretaries of the Interior.) 

In conducting its investigation, the committee was ably assisted by 
trained and competent investigative personnel provided by the Comp- 
troller General. The committee also received expert advice on 
medical and psychiatric matters from Dr. Ivor M. Campbell, Chief 
of the Mental Hygiene Clinic, United States Veterans’ Administra- 
tion, Portland, Oreg., whose services were loaned to the committee 
by the Administrator of Veterans Affairs, and from Dr. John H. 
Waterman, director, mental health section, Oregon State Board of 
Health, whose services were loaned to the committee through the 
courtesy of the Governor of Oregon Robert D. Holmes and the 
Oregon State Board of Health. 

In order to avoid possible embarrassment to any of the patients or 
their relatives, the committee exercised great caution to prevent public 
disclosure of the names of present or former patients. Thus, a system 
of code numbers was used at the public hearings which were held in 
Portland, Oreg., on September 16, 17, 18, and 19, 1957. In his 
opening statement, the chairman of the subcommittee specifically 
cautioned all witnesses not to reveal, either in testimony or to anyone 
else, the name of any patient; the subcommittee counsel repeated that 
admonition as each witness took the stand; and, from time to time, 
witnesses were warned in the course of their remarks, to refrain from 
mentioning the names of patients.* As a result of these warnings, no 
name of a patient or former patient was mentioned throughout the 
hearings. 

The hearings were voluminous and lengthy. The first day’s hear- 
ings lasted from 10 a. m. to 7:05 p. m., and the second from 9 a. m. to 
5:30 p.m. The third day’s hearings lasted from 9 a. m. until 1:05 
a.m. the next day, when they were resumed at 10 a. m. and continued 
until 10:35 p. m. Many witnesses were heard, and many written 
statements were received both during and after the hearings. In 
addition, each member of the subcommittee and the subcommittee 
staff participating in the hearings (except one who had to leave before 
completion of the hearings) personally visited and inspected the Morn- 
ingside Hospital and grounds. 


CONCLUSIONS 


The Morningside Hospital was for many years operated with 
insuffic ient professional staff and inadequate facilities; its patients re- 
ceived inadequate care and, in some cases, outright mistreatment and 
abuse. Until about 1955, these inadequacies were so grave that they 
must be deemed wholly unjustifiable. There have been substantial 
improvements made since then at Morningside Hospital primarily 
because of the impact of repeated surveys “and investigations, par- 
ticularly by congressional committees, and the United States Public 
Health Service. Yet even now the hospital is still not adequately 
staffed, since it needs at least 10 more nurses, an additional psychi- 
atrist, an additional psychologist, a psychiatrically trained social 
worker, and a trained dietitian, as well as sitnttied emphasis upon 
the mental and physical rehabilitation of its patients. 





3 A list of the code numbers and names was provided to counsel for the Sanitarium Co. in advance of the 
hearing. The company and its counsel, of course, had access to the hospital’s medical records of all patients. 


H. Rept. 1820, 85-22 
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2. The evidence is abundantly clear that Mr. Wayne Coe, the con- 
trolling stockholder of the company owning the Morningside Hospital, 
has, throughout the period under investigation, been motivated in his 
operations primarily by a desire for the highest possible profits rather 
than by a desire to provide adequate care for the patients entrusted to 
the company. Thus, he diverted large sums of money to his own 
benefit instead of hiring needed professional personnel. While the 
hospital had no registered nurses in 1948, only 1 from 1949 until late 
in 1953, and only 2 until 1955, he amassed large personal profits and 
benefits for himself. In the 20-year period from 1936 through 1955, 
the total net profit of the company amounted to $893,669 in addition 
to salary payments to Wayne W. Coe of $503,500. In addition, 
during the 12-year period from 1943 to 1954 he diverted at least 
$43 ,930 of company income to bis own pockets, and during the 20-year 
period mentioned above he charged at least $231,900 of personal 
expenses to company accounts, thus depriving the hospital of operatin 
funds, which it could otherwise have used to hire needed professiona 
personnel. Mr. Coe’s financial profiteering likewise involved im- 
bs a Federal income-tax deductions. The committee believes that, 

ecause of such improprieties, substantial sums in taxes and tax 
penalties may be due to the Federal Government both from the 
company and from Mr. Wayne Coe personally and that there may 
even have been violations of the criminal provisions of the Federal 
income tax laws. 

3. The committee believes that it is tragic that needed reforms were 
not begun until they were literally forced upon the management by 
repeated outside surveys and by the spotlight which congressional 
committees have focused on the hospital’s inadequacies. The com- 
mittee believes that this history indicates that in the absence of the 
closest governmental supervision Mr. Wayne Coe cannot be trusted 
to provide proper treatment for the patients committed to his care if 
the congressional spotlight is removed and the profit motive again 
becomes the major factor. 

4. In view of the history of unsatisfactory performance by the 
Sanitarium Co. under its contract as shown by the testimony at the 
hearings, the committee believes that the Interior Department should 
have taken more affirmative steps to obtain another hospital in which 
to care for mentally ill Alaskans, and also to determine, under sec- 
tion 5a (3) (b) of General Services Regulation No. 15 promulgated by 
the General Services Administration on June 17, 1954, whether to 
place the Sanitarium Co. on the Department’s debarred list of firms 
and individuals to whom contracts would not be awarded and from 
whom bids or proposals would not be solicited. While the Territory 
of Alaska is not governed by regulation No. 15, nevertheless, the 
Territory could well follow the procedures contemplated by that 
regulation in determining whether the Sanitarium Co. is a responsible 
bidder to be awarded Territorial contracts.‘ 

5. The committee believes that the nature and extent of any im- 
provements in the standards of care at Morningside Hospital must be 
judged not in the light of what Morningside Hospital provided in the 
past but rather on the basis of what the hospital should have provided 


4 Since the committee has not studied the practice and procedure of debarring bidders, this recommenda- 
tion is not intended to deal with the merits of GSA General Regulation No. 15, but only as expressing the 
committee’s belief that the Sanitarium Co. should be subjected to the same rules applicable to Government 
contractors generally. 
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according to recognized experts. An attitude of ‘anything is better 
than nothing” should not be the criterion used. Thus, when Dr. Schu- 
macher made his survey of the hospital in 1952, there was only 1 regis- 
tered nurse for 344 patients. As a result of the pressures generated 
by numerous surveys and by congressional investigations, additional 
registered nurses were added, so that at the time of the committee’s 
hearings, the number of nurses had been increased to seven. Obvi- 
ously, 7 nurses can provide more adequate nursing services than can 
1 nurse for the over 350 patients. But, according to the expert testi- 
mony presented to the committee, Morningside Hospital should have 
at least 16 nurses to provide adequate nursing service. The fact that 
it required such extensive outside pressures to bring about even this 
progress which still leaves nursing services 56 percent below what it 
should be, demonstrates to the committee that the company deserves 
little credit for the partial progress which has been made to date. 

6. Insulin-coma therapy, a violent and hazardous form of treatment 
of mental patients who do not adequately respond to other forms of 
psychotherapy, was used dangerously at Morningside Hospital during 
the period from 1949 to 1955 when the hospital was grossly under- 
staffed and without sufficient professional personnel for such hazardous 
therapy. Insulin-coma therapy involves a procedure known as gavag- 
ing during which glucose is administered by means of a tube inserted 
into the stomach either through the nose or mouth while the patient 
is ina coma. The testimony was overwhelming that good medical 
practice requires that the gavaging be done only with a doctor or a 
registered nurse in attendance. And yet, during the period in question, 
because of lack of sufficient competent professional personnel, ordinary 
attendants were used at Morningside Hospital to gavage patients 
undergoing insulin-coma therapy without a doctor or a registered 
nurse in attendance. 

7. The committee has found that the hazardous and improper 
manner in which insulin-coma therapy was administered, as well as 
the selection of some patients who were poor risks for such treatment, 
contributed to the high insulin-coma therapy death rate at Morning- 
side Hospital, as shown by the following comparison of the insulin- 
coma therapy death rates among Oregon hospitals during this period: 


Hospital Percent of insulin-coma deaths 
Veterans’ Administration Hospital, Roseburg. ................-.-.---- None 
Ovogem: Shake Titi isin sind ncncnciscmiohenkden saugeambightaliiabiadal 0. 06 
DECURERSINES TROGIIU  o0ng: ncn un cdeendinuetie tinted 4. 80 


8. The Sanitarium Co., which operates Morningside Hospital, has 
for many years depended in substantial part on patient labor for the 
operation of the hospital. The committee is fully aware of the values 
of occupational therapy in the treatment of mental patients. But 
what went on in Morningside Hospital until recent years was a gross 
abuse of the patients. Many of them were overworked, their assign- 
ments bore little relationship to their needed treatment, and their 
labor was used for the personal benefit of officials and employees of 
the hospital. The prevailing philosophy governing the work of the 
patients was the operation of the hospital at the greatest possible 
profit to the management rather than the rehabilitation of the patients; 
the more the patients could be worked, the less paid staff would have 
to be employed and the more profits the company and its owner 
would make. 
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9. Until 1957, when the Territory of Alaska relieved the hospital of 
its burial responsibilities under its contract and placed those responsi- 
bilities elsewhere, many deceased patients were being buried without 
regard for common standards of decency, including burial of two 
bodies in single graves, failure to mark graves, etc. 

10. Until congressional investigations focussed the spotlight upon 
the hospital’s double food standard, the hospital, which has no trained 
dietitian and which has been motivated by a desire to make as 
great a profit out of the care of the mental patients as possible, has 
served the patients with poorer and less appetizing food than that 
served to employees. Despite the improvements which came about 
as a result of the congressional investigations, the hospital still follows 
a double food standard and lacks a trained dietitian. 

11. The committee strongly believes that it is unsound and highly 
dangerous to the welfare of mental patients to commit and confine 
them in a hospital operated for private profit where the incentive is 
to save on the care provided patients, so that the profits can be 
higher, which has been the case with respect to Morningside Hospital. 

12. The committee strongly believes that the mentally ill of Alaska 
should be treated in Alaska, where full advantage can be taken of the 
therapeutic value of family ties. This conclusion is, of course, in 
accordance with the policy of the Congress in passing the Alaska 
Mental Health Enabling Act of 1956. 

13. It is the considered judgment of the committee that the Depart- 
ment of the Interior, through the years, has been negligent and ineffi- 
cient in the manner in which it has carried out its responsibilities in 

rotecting the health and welfare of the mental patients confined at 
iaceainedide Hospital. The Department should have made certain 
that the owner of the hospital carried out the terms of the contract, 

rovided proper care coon treatment for the patients, and did not put 
bie own pocketbook ahead of the patients’ welfare. The Department 
was fully advised, by its own medical officer and by several surveys 
by the Public Health Service and others, of the de :plorable conditions 
existing at Morningside Hospital. Despite these warnings, and despite 
the authority which the Department had under the terms of the 
contract to insure that the hospital management provide satisfactory 
care and treatment for the patients, the action taken by the Depart- 
ment to support the recommendations of its medical officer and the 
various surveys was woefully and shamefully inadequate—so inade- 
quate, in the opinion of the committee, as to amount to virtual dis- 
regard of its responsibilities. 

14. The hospital’s failure to employ a psychiatric social worker, 
despite numerous recommendations by psychiatric experts that such 
be done, has seriously hampered the recovery and discharge of patients. 

15. Although the contract with the Sanitarium Co. contemplated 
the use of a boarding-out program in the treatment and rehabilitation 
of the mental patients, no boarding-out program was instituted. 

16. The failure of the Territory of Alaska to fill the position of 
medical officer after the contract was assigned to the Territory in 
February 1957, and its designation of the hospital’s own psychiatrist 
as the person responsible for determining when patients are to be 
discharged, have created a serious conflict of interest on the part of the 
hospital psychiatrist. The responsibility of the person designated to 
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act as medical officer under the contract would be to ensure the 

rompt rehabilitation and discharge of the patients. That responsi- 
bility should not be lodged in a person who is in the employ of a com- 
pany which receives its compensation on the basis of the number of 
days a patient is at the hospital. No matter how well intentioned 
and circumspect the hospital psychiatrist might be, this conflict of 
interest would make all of his decisions as to the patient’s readiness 
for release subject to possible suspicion. 

17. The Territorial commissioner of health, who is supposed to 
exercise supervision over the Territory’s relationship with Morningside 
Hospital, visited the hospital only twice between the time the contract 
was assigned to the Territory and the time of the hearings. The com- 
mittee believes that such supervisory responsibility cannot be left 
solely to the hospital’s psychiatrist, or to the medical social worker 
stationed at the hospital by the Territory. 


PRINCIPAL RECOMMENDATIONS 


1. The Territory of Alaska should expedite the construction in 
Alaska of public mental-health facilities and should establish, as soon 
as possible, an adequate mental-health program for the care and 
treatment of mentally ill Alaskans. In the light of the time limita- 
tion placed by the Congress in the Alaska Mental Health Enablin 
Act, the committee urges most strongly that immediate, decisive an 
constructive steps be taken to move toward the goals established by 
the Congress. The committee feels that temporization at this point 
would seriously endanger the attainment of these goals. 

2. Pending the construction of public mental health facilities in 
Alaska, the Territory should take immediate steps to provide adequate 
temporary facilities, preferably in Alaska, for the proper care and 
treatment of Alaska’s mentally ill. 

3. If the Territory of Alaska is unable to obtain adequate temporary 
facilities in Alaska, or to obtain better facilities in the United States 
than at Morningside Hospital, and is therefore obliged to award 
another contract to the Sanitarium Co., it should be on a short term, 
cost-plus-fixed-fee, basis with contract provisions which adequately 
guard against any possible repetition of the deficiencies and abuses 
discussed in this report. Such a contract should particularly include 
specific provisions for staff-patient ratios which meet recognized 
staffing standards, regular audits of all hospital records including fiscal 
records, safeguards against the exploitation of patients, provision for 
compensating patients for their labor based on an appropriate system 
for evaluating the worth of their efforts, and increased supervision 
and inspection by Territorial officials. In addition, the Territory 
should require prompt correction of existing deficiencies, including 
increased professional staff, single standard food service, institution 
of a boarding out program, correction of improprieties in previous 
burials of deceased patients, as well as insuring that future burials 
comply with proper standards of decency, hiring a psychiatric social 
worker and a dietitian, and requiring that a Territorial medical officer, 
rather than a company psychiatrist, should determine when patients 
are ready for discharge. 

4. If insulin coma therapy is hereafter administered to Alaskan 
mental patients, it should be done only with adequate medical safe- 
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guards to avoid a repetition of the hazards that were revealed during 
the committee’s investigation. 

5. In the light of the facts revealed by the committee’s investigation 
and the charges under oath that there had been gross negligence in 
the treatment of the patients at Morningside Hospital, the transcript 
of the hearings should be referred to the district attorney of Mult- 
nomah County, Oreg., so that he may determine whether there is 
evidence of any violation of Oregon law. 

6. The transcript of the hearings should be forwarded to the com- 
missioner of labor of Oregon so that he may determine whether to 
proceed, under the laws of Oregon, on behalf of those employees at 
the Morningside Hospital who were worked overtime without com- 
pensation in violation of the Oregon laws, to collect such compensa- 
tion, and whether there is other action which should be taken in the 
light of the evidence at the committee hearings that women employees 
at the hospital were worked more hours than permitted by Oregon 
law. 

7. The Internal Revenue Service should promptly and carefully 
examine all tax returns filed by the Sanitarium Co. and by Mr. Wayne 
W. Coe to determine the amounts due from them and to consider 
whether the facts disclosed warrant the institution of criminal pro- 
ceedings under the internal revenue laws. 

8. The transcript of the hearings should be referred to the Interior 
Department and to the Department of Justice to determine whether 
in the light of the gross breaches of contract revealed by virtue of the 
wide discrepancy between the level of care and treatment contracted 
for and that actually provided, a civil suit should be instituted against 
the Sanitarium Co. on behalf of the United States Government to 
recover the difference in the value of the services contracted for and 
actually received. 

9. The Department of Health, Education, and Welfare should 
study and report back to this committee not later than 30 days before 
the end of this session of Congress as to whether further legislation is 
required to prevent abuses of labor of patients in mental hospitals 
such as occurred at Morningside Hospital. 

10. Although the Territory is not governed by GSA General Regu- 
lation No. 15, the Territory should consider following the procedures 
contemplated by that regulation in determining whether the Sani- 
tarium Co. is a responsible bidder to be awarded Territorial contracts.® 


NARRATIVE STATEMENT 
I. THE FACILITIES AND OBLIGATIONS OF THE SANITARITM CO. 


(a) Facilities at Morningside Hospital 

The hospital has 21 buildings spreading over an area of about 11 
acres, and consisting of patients’ wards and hospitals, dining rooms 
and kitchens, employees’ dormitories and residences, a schoolhouse, a 
laundry, a cannery, and various shops. The buildings are generally of 
frame construction, equipped with automatic sprinkler systems and 
fireproof roofing and insulation. Adjoining this area is the Sanitar- 
ium Co.’s farm, consisting of approximately 77 acres and 7 buildings, 
including a cattle barn, pig houses, and storage sheds. The farmland 


§ See footnote 4, supra. 
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is used mainly for truck crops, fruit, and pasture. In addition, ap- 
proximately 28 acres near the hospital grounds have been leased in 
recent years to grow hay for the company’s cattle. 

As of June 30, 1957, the hospital had 138 employees and an attend- 
ing and consulting professional staff of 28. The principal officials of 
the Sanitarium Co., which operates Morningside Hospital, were: Mr. 
Wayne W. Coe, president; his son, Mr. Henry W. Coe, general man- 
ager; and Dr. J. Ray Langdon, M. D., medical director. Neither 
Mr. Wayne Coe nor Mr. Henry Coe is a medical doctor, nor has 
either of them taken courses at any medical institutions. Mr. Wayne 
Coe has long been associated with the Morningside Hospital, which 
was founded by Mr. Wayne Coe’s father, Dr. Henry Waldo Coe, 
shortly before the turn of the century. Mr. Henry Coe, the present 
general manager, has been with Morningside Hospital since November 
1, 1953. Dr. Langdon, in charge of the medical aspects of the hos- 
pital, is a qualified psychiatrist and a diplomate of the American Board 
of Psychiatry and Neurology. Dr. Langdon came to Morningside 
Hospital in March 1956, succeeding Dr. William W. Thompson who 
was medical director at Morningside from February 1949 through 
May 1956. 

The other resident professional staff members at the time of the 
hearings were Ray A. Dowling, M. D., and Robert J. Meechan, M. 
D., both of whom are physicians but not psychiatrists, and one psy- 
chologist, Allen N. Parker, Ph. D., who is not a medical doctor. The 
attending and consulting professional staff consists of private practi- 
tioners who provide medical, dental, and other services from time to 
time as may be required. As of June 30, 1957, the hospital had seven 
registered nurses. The regular hospital staff members are paid on a 
salary basis, while the attending and consulting staff members are 
paid on a fee basis. 

The attendants and service staff includes attendants, therapists, an 
administrative supervisor, a food service supervisor, a housekeeper, 
2 schoolteachers, 10 kitchen and dining room employees, a beautician, 
a barber, a shoe repairman, 2 maintenance engineers, a painter, a 
carpenter, 2 laundry workers, a storekeeper, 10 farm workers, a night 
watchman, a vehicle driver, and 2 linen supply workers. Appendix A 
to this report shows the hospital staff as of December 31, 1955, and 
June 30, 1957. 


(b) The Sanitarium Oo.’s contract obligations, 1948 to the present 


Under its 1948 and 1953 contracts, the company has been obligated 
to receive, maintain, care for, and administer medical and psychiatric 
treatment to, persons legally adjudged insane in the Territory of 
Alaska and delivered by the United States to Morningside Hospital, 
and to do so “in a manner satisfactory to the Secretary” of the 
Interior. Both the 1948 contract and the 1953 contract specifically 
required the company to ‘“‘furnish all laboratory work, X-ray, surgery, 
and other medical care, including shock therapy,” and ‘‘a qualified 
staff to operate facilities for recreational and occupational therapy;” 
to keep the patients ‘‘safely and satisfactorily; and to take “‘extra- 
ordinary care” to prevent their elopement from the hospital. If a 
patient elopes ‘‘from the custody of the company,” it is obligated to 
‘use every means at its command to recapture such patient.” Be- 
cause the company in 1948 and 1951-52 failed to comply with the 
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hospital license requirements of the State of Oregon, a provision was 
included in the 1953 contract requiring the company to maintain 
and conduct the hospital in such manner as to meet the standards 
of the Oregon State Board of Health for approval as a mental hospital 
under State law. 

Under the contracts the Government paid the company a specified 
base rate per patient per month, adjusted semi-annually on the basis 
of the average of the United States Bureau of Labor Statistics Whole- 
sale Price Index for All Commodities. The 1948 contract price was 
$70 per patient per month and was adjusted to the price index for 
each preceding 6 months. On the basis of such adjustments, the 
price paid to the company during the last 6 months of the 1948 
contract was $122.10 per patient per month. 

The 1953 contract raised the bake price to $184 per patient per 
month, and provided for further semi-annual adjustments on the 
basis of the changes in the Wholesale Price Index from the period 
July 1 to December 31, 1952. 

In addition, the contracts provided that the Government will 
reimburse the company (up to $65 under the 1948 contract and $75 
under the 1953 contract) for the costs of burying the remains an a 
deceased patient. 6 Both contracts required such interment to be 
accomplished “decently * * * by the company in a cemetery or 
burial grounds satisfactory to the Secretary.” Apparently, because 
of complaints that the interments were not being done properly, pro- 
visions were included in the 1953 contract requiring the company to 
observe interment standards similar to those of the United States 
Public Health Service as well as certain other specific requirements 
for interments which are discussed later in this report. 

The Government also pays the company for suitable clothing and 
transportation of patients who are granted leave, boarded out, or 
discharged ; for money allowances up to $25 per patient who is granted 
leave or discharged; and for the costs up to $400 of annual Christmas 
festivities for the patients. 

Although, as stated above, the company has been obligated to pro- 
vide custody and medical and psychiatric treatment “in a manner 
satisfactory to the Secretary,’”’ neither the 1948 contract nor the 1953 
contract contained any standards of care or medical and psychiatric 
treatment, nor were any minimum specifications for professional and 
other personnel expressly set forth in the contracts. However, section 
22 in the 1953 contract provides that if the Secretary of the Interior 
determined that additional professional personnel is needed— 


after this contract becomes effective and after having been 
informed fully of the number, type, and qualifications of per- 
sonnel and services which the company agrees to provide in 
ratio to a given patient load * * * the company shall ar- 
range to provide such professional personnel as is requested— 


at the cost of the Government. 

In order to protect the Government’s interest, both the 1948 
contract and the 1953 contract provided that the Government would 
place a “me dical officer” at the hospital. The 1948 contract authorized 
him to “supervise the psychiatric care and treatment of the patients,” 





6 Effective July 1, 1957, the Alaska Department of Health which now supervises administration of the 
contract on behalf of the Governor of Alaska, relieved the company of responsibility for burial of patients, 
and entered into a separate l-year contract with Davy-Sunnyside Funeral Home, Portland, Oreg., pro- 
viding for payment by the Territory of Alaska of $189.25 for each interment, 
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and the 1953 contract broadened his powers to “supervise 
the execution of the terms of this contract,” and to “direct and su- 
pervise the acceptance, the welfare and treatment, and the release of all 
patients.” Both contracts required the company to provide the 
Government medical officer with office accommodations, the 1953 
contract also specifying that the office accommodations should be 
“ample” and “including private files” and “necessary and acceptable 
stenographic and clerical help.” Both contracts required the com- 
pany to extend to the medical officer “‘at all times,” “such aid and as- 
sistance as may be required in his judgment to supervise properly the 
care, treatment, and custody of the patients,” as well as “full and 
free access at all times to all places, buildings, and grounds used in the 
care, treatment, and custody of all such patients, and * * * full and 
free consultation also with all patients * * *.” In addition, the 
Government was given the right of access to the hospital for pur- 
poses of inspection thereof and of any records or accounts relating to 
the care, treatment, and custody of the patients. 

The 1948 contract contained no provision concerning the labor of 
patients. But as a result of abuses by the company and its principal 
officials in connection with patient labor, the 1953 contract included, 
as section 7 thereof, a provision authorizing occupational therapy for 
the patients ‘in the hospital or on its grounds, under the supervision 
of a qualified staff,’’ with provisos that the type and duration of 
occupational therapy must be prescribed by the Government’s medical 
officer, that no occupational decane shall be performed for the bene- 
fit of any person other than the company, and that no occupational 
therapy to be performed outside the hospital or its grounds shall be 
prescribed or permitted. 

Both the 1948 and 1953 contracts contained provision for boarding 
out patients considered by the medical officer to be suitable for board- 
ing out and for allowing patients to go on leave when the medical 
officer determined that such leave would not be detrimental to the 
public welfare and would benefit the patient. 

The 1953 contract authorizes termination thereof, by either the 
Government or the company, “upon 6 months’ notice in writing * * * 
at any time after the expiration of 1 year following the effective date”’ 
of the contract. Since the 1953 contract was effective as of July 1, 
1953, it could be canceled upon 6 months’ notice after July 1, 1954. 
As stated above, the Territory of Alaska and the Sanitarium Co. 
mutually agreed in August 1957 that the contract would expire on 
December 31, 1957, instead of June 30, 1958. 


II. DEFICIENCIES IN PROFESSIONAL STAFFING AT MORNINGSIDE 
HOSPITAL 


During the entire period 1948-57 covered by the committee’s 
investigation, the professional staff at Morningside Hospital was 
below the standards preseribed by the American Psychiatric Asso- 
ciation. Up to about 1955, these staff deficiencies were so grave 
that they may properly be labeled as unjustifiable. The hospital 
management clearly failed to comply with the Sanitarium Co.’s 
contract obligation to provide “‘satisfactory” care and medical treat- 
ment for the patients committed to Morningside Hospital, and the 
Interior Department failed in its responsibilities to insure that proper 
care and treatment were in fact provided by the company. Although 

H. Rept. 1820, 85-2———3 











12 MORNINGSIDE HOSPITAL 


the Department’s medical] officer repeatedly made recommendations, 
both to the hospital management and to the Interior Department, 
for improvements in hospital staffing, such improvements came 
slowly, and only after pressures of repeated investigations by the 
United States Public Health Service, by the Oregon State Board of 
Health, by the Interior Department in the later years, and most of 
all by congressional attention to Morningside Hospital and the intro- 
duction of bills in Congress proposing construction of a mental hospital 
in Alaska and the transfer of mental health responsibility to the 
Territory of Alaska. Despite the improvements which have been 
made, particularly within the past 2 years, several inadequacies still 
remain. If the hospital continues to provide temporary care for 
Alaskan patients pending construction of an Alaskan hospital or 
their transfer to other facilities, these inadequacies should be promptly 
remedied by the hospital management and by the Territory of Alaska 
which has had, since February 23, 1957, the responsibilities of super- 
vision over the care and treatment of patients at Morningside Hospital 
formerly lodged in the Interior Department. 

The committee is particularly shocked by the long continued exist- 
ence of the deficiencies in hospital staffing during the period 1948-57, 
in view of the fact that those deficiencies were repeatedly called to the 
attention of both the hospital management and the Department of 
the Interior. 


(a) Recommendations of the Department’s medical officer, and the 1948 
survey by Dr. Schumacher 

In September 1948, the Department’s medical officer, Dr. George F. 
Keller, reported to the Director of the Division of Territories and 
Island Possessions (now the Office of Territories in the Interior 
Department) that Morningside Hospital had only one doctor (who 
was not a psychiatrist) and a medical student on the resident staff, no 
registered nurse, no social worker, and no dietitian. The Director of 
the Division of Territories and Island Possessions, Mr. James P. 
Davis, thereupon requested the Surgeon General of the Public Health 
Service to have a study made of Morningside Hospital, and such study 
was made in October 1948, by Dr. Henry C. Schumacher, Medical 
Director of the Public Health Service Regional Office at San Francisco, 
Calif. 

In his 1948 report, Dr. Schumacher noted that the resident medical 
personnel on the Morningside Hospital staff consisted of only one 
general physician (Dr. Serrurier) and a fourth year medical student 
performing night duty; that the hospital had no qualified occupational 
therapist, no registered nurse, no dietitian, and no psychologist; that 
the only psychiatrist present at Morningside was the Government’s 
own medical officer; and that the total attendants and service staff 
consisted of 54 persons.’ Dr. Schumacher’s report also noted that 


7 The attendants and service staff as of October 1948 were as follows: 
Ward attendants 
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Ths inadequacy of the attendants and service staff in 1948 can be seen from the fact that as of June 30, 1957, 
the attendants and service staff, as shown in appendix A to this report, consisted of 118 persons, for virtually 
the satue number of patients. 
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the medical histories were inadequate, that staff conferences were 
not held, that patients’ records did not reveal information concerning 
their work details, that follow-up notes on patients were insufficient, 
that wards were overcrowded, that equipment was meager, that 
children were not separately housed, that different food was served 
to patients than to employees, and that there were no school facilities 
whatsoever. 


(b) Overholser committee survey 


In late 1949, the Interior Department requested a group of special- 
ists headed by Dr. Winfred Overholser, Superintendent of St. Eliza- 
beths Hospital, the Federal mental hospital in Washington, D. C., 
to study the mental health needs of Alaska. In its report of February 
1950, the Overholser committee particularly noted “that only custodial 
care is provided at the present time” at Morningside Hospital. The 
Overholser report stated that the “patients appear to be well fed and 
sympathetically treated,” but specifically pointed out: 


The greatest shortcoming lies in the fact that practically 
no psychiatric treatment is afforded the many patients who 
urgently need such treatment. The professional staff is in- 
adequate numerically and professionally to provide the re- 
quired treatment. 


(c) Dr. Schumacher’s survey of June 1952 


A second survey at Morningside Hospital made by Dr. Schumacher 
in June 1952 pointed out that the hospital had only 1 psychiatrist for 
the 344 patients then in residence who “has a minimum of training;’’ 
that there was only 1 graduate nurse with duties limited to the care 
of patients receiving shock therapy; only 1 registered occupational 
therapist; 1 part-time school teacher; no social worker; and no nutri- 
tionist. Some of the significant conclusions of Dr. Schumacher’s com- 
prehensive report of 1952 were as follows: 


It can be seen from the above that the personnel ratios are 
in no sense up to standard for psychiatric hospitals as recom- 
mended by the American Psychiatric Association. For ex- 
ample, the American Psychiatric Association recommends on 
admission and intensive treatment service wards, 1 physician 
to 30 patients, and on the continued treatment service, 1 
physician to 150 patients. In this institution there is 1 
psychiatrist, and a physician for 2 days per week doing physi- 
cals, available to the 344 patients. The standards for regis- 
tered nurses on admission and intensive treatment service is 
1 to 5 patients, and on continued treatment service, 1 to 40 
patients. This institution has but 1 registered nurse for the 
344 patients. The standards for admission and intensive 
treatment service calls for 1 clinical psychologist to 100 pa- 
tients, and on the continued treatment service, 1 psychologist 
to 500 patients. This institution provides a psychologist on 
call to do a few psychometrics per year. The ratio for at- 
tendants is 1 to 4 on the admission and intensive treatment 
service, and 1 to 6 on the continued treatment service. If 
one includes not only the 45 ward attendants but the 18 
others who in one way or other contact patients on the farm, 
laundry, shop, kitchen, etc., the ratio in this institution is 
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approximately 1 to 5.5. The personnel ratios suggest 1 
hydrotherapist to 50 patients on the admission service and 1 
to 250 on the continued treatment service. This institution 
has no hydrotherapist. The personnel ratios suggest 1 regis- 
tered occupational therapist to 100 on the admission service, 
1 to 500 on the continued treatment service. This institu- 
tion has 1 to 344. Other occupational therapists—those of 
less training—1 to 40 on the admission and intensive treat- 
ment service, and 1 to 150 on the continued treatment service. 
This institution has 5 students to the 344 patients. There 
are no social workers in this institution. 
The standards for tuberculosis service are as follows: 


Patients 
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This institution has no doctor solely responsible, no regis- 
tered nurse at all, no occupational therapist, and will barely 
meet the ratio for attendants. 

The institution is not in a position to do its own X-ray or 
laboratory work. It has no pharmacist. The psychiatrist 
is responsible for the preparation of all medications. The 
medical library is very weak. There was no evidence of an 
adequate patients’ library. Chaplain service is limited to 
Protestants only, the ministers being assigned on rotation 
by the ministerial association. The institution does have 
Catholic patients and has had Jewish patients although none 
at present. 


* * * * * 


As the personnel ratios show, insofar as psychiatrists, 
nurses, hydrotherapists, and social workers go, this institu- 
tion falls considerably below par and obviously, therefore, 
cannot be expected to do an acute treatment job either in 
the physical or mental field. This probably in part accounts 
for the fact that well over half of all patients have been in 
the institution more than 6 to 9 years. More patients are 
employed in industrial therapy, so-called, than take part in 
occupational therapy. 

* * * Be * 


* * * Since there is no social worker attached to the in- 
stitution, nor one who functions in admission procedure and 
follow-up in Alaska, obviously there is no contact worthy of 
the name with the families and relatives of the patients. 
Hence, there is in operation no reasonable basis on which to 
make discharges with any assurance that there will be a 
satisfactory environmental setting for the patient, nor is 
there any possibility of engaging in any family care program. 


Dr. Schumacher’s 1952 report also criticized other aspects of the 
hospital operation, such as the continued housing of children in adult 
wards, the absence of any educational program, and the fact that the 
hospital was not then licensed by the State of Oregon because of the 
management’s failure to comply with State requirements concerning 
plumbing and the tuberculosis wards. 
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(d) The Guthrie report of October 1952 


In light of the 1952 Schumacher report, Director Davis sought 
the advice of the National Institute of Mental Health. On October 
28, 1952, Dr. Riley H. Guthrie, mental health adviser of the NIMH, 
proreaes Director Davis with data on the costs of a 350-bed mental 

ospital, together with “‘a list of personnel which we believe represents 
the minimum requirements for the operation of a 350-bed mental 
hospital.”” These minimum personne] standards, Dr. Guthrie added, 
were less than the standards of the American Psychiatric Association. 
But it is significant that they were considerably better than the 
personnel staffing then at Morningside, as indicated by the following 
examples: 


Dr. GuTHRIE’s RECOMMENDATIONS PERSONNEL THEN AT MORNINGSIDE 
Two certified psychiatrists One uncertified psychiatrist 
One clinical psychologist No psychologist 


Fourteen registered nurses, preferably One registered nurse 
with psychiatric skills and 3 nurse 


directors 
Fifty-eight attendants Forty-five attendants 
Three registered occupational therapists One registered occupational therapist 
Two hydrotherapists No hydrotherapists 
One teacher One part-time teacher 
One dietitian No dietitian 
One psychiatric social worker No social worker 


(e) Parran committee survey of 1954 


In 1954, still another survey was made of Morningside Hospital, 
this time by a survey team of the Graduate School of Public Health 
of the University of Pittsburgh, in cooperation with the Interior 
Department, the United States Department of Health, Education, 
and Welfare, and the Territory of Alaska. The survey team was 
headed by Dr. Thomas Parran, former Surgeon General of the 
United States. 

The Parran survey team report noted several improvements in 
hospital facilities, operations, and patient care at Morningside and 
described the “custodial care” given to ‘‘so-called chronic patients” 
as being “as good, if not better custodial care than is rendered in 
many State mental hospitals.”” However, the report stated that ‘‘the 
plant still has many deficiencies and the professional staff badfy 
needs reinforcement. * * *’ The Parran report pointed out that 
the hospital still had only one psychiatrist, Dr. Thompson, on its 
staff responsible for both the physical and mental care of patients. 
The report described him as “an able and devoted physician” but 
noted: ‘Unfortunately, his substantial training in psychiatry does not 
meet the requirements for certification by the specialty board in this 
sector of the medical specialist’s guild.” The Parran report noted 
that two young physicians ® were assisting the psychiatrist in the 
general medical care of patients and that a second registered nurse 
had been added to the staff since the 1952 Schumacher survey. How- 
ever, the report added that the nurses were being used only for 
shock therapy and active tuberculosis patients, that patients in the 
regular wards were still being served only by attendants, and that 
although some psychotherapy was being used, it was “necessarily 
* * * limited” since “only one, partly trained psychiatrist [was] 


8It was developed at the hearings that these two physicians were merely ‘‘externs,” namely’ 
senior students at medical school, 
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available for the care of 348 Alaskan patients. * * *’ And the 
Parran committee urged: ‘‘At the very least, he should have a qualified 
assistant.” 

The report also criticized the food served patients as being “medi- 
ocre”’ and “below standard,’ resembling the written menus “in name 
only”; mentioned the ‘‘old and completely inadequate building for 
tuberculous women”’;*® and suggested that the hospital management 
had possibly— 


profited substantially from their contract over the years 
since 1904 * * * and now can well afford to upgrade their 
plant and its services without financial hardship. 


(f) Schumacher recommendations of November 25, 1955 

At the request of the Office of Territories, Dr. Schumacher in 
November 1955 submitted recommendations for a minimum pro- 
fessional staff at Morningside Hospital which included at least two 
full-time psychiatrists, a full-time clinical psychologist, a dietitian, 
psychiatric social worker, and other increases in staff. 


(g) Subsequent reports by Public Health Service consultants 
The years 1955 and 1956 seem to mark the turning point in Morning- 
side Hospital. Increases were made in some of the staff, various 
improvements were expedited and completed, and a vigorous effort 
was apparently made to correct many of the deficiencies which had 
been previously pointed out by the several survey teams. 
Thus, the report of November 19, 1956, by Miss Tirzah Morgan, men- 
tal health consultant of the Public Health Service, comments favorably 
on the standards of cleanliness, hygiene, and physical nursing care, 
the fine occupational therapy shop, and the friendliness of the patients. 
Miss Morgan noted, however, that the occupational therapy work was 
of a limited kind and that, from the psy chiatric nursing point of view, 
the “weakest point in the entire program” was the lack of ward activity 
and the attendants’ lack of orientation into the meaning of dynamic 
psychiatric nursing or the use of relationships in promoting patient 
activities. She also noted the “great deal of administrative resistance 
to making any kind of change,”’ although the professional staff ‘“‘seems 
very eager to promote changes in the hospital and improvement of 
outpatient care programs.’’ Her report concluded: 


It appears that many changes are being made here. 
Most changes are in the nature of the ‘‘one shot”’ alterations 
which will make a good appearance. Long range changes, 
such as improvement in quantity and quality of ward level 
staff, are not being made. The problem of the increase in the 
number of severely brain damaged children is becoming an 
acute one which the hospital was not prepared to face. 

The report of October 18, 1956, by Mr. Raymond Craig, mental 
health consultant in social work, Public Health Service, noted that 
within the past several months a number of Morningside patients 
had been helped to leave the hospital through job placement assist- 


* Dr. Schumacher’s1952 report had condemned this building as ‘‘the poorest building by far in all respects.” 
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ance from the Seattle representative of the Alaska Department of 
Vocational Rehabilitation, the Oregon State Employment Office, and 
the Portland Office of Employment Security. However, Mr. Craig 
pointed out: 


Because there is no social worker charged with the responsi- 
bility of leave and discharge planning, whether at Morning- 
side or in Alaska, the amount of basic planning appears to be 
minimal and is done entirely by correspondence. 


He noted the absence of a boarding-out program at Morningside, 
although such program was authorized under the contract, and com- 
mented that although the medical records appear adequate, the ‘‘psy- 
chiatric, psychological, and social information is more often minimal 
or nonexistent.”” He described the care received by the patients as 
“adequate,” but stated that the “basic problem * * * is the fact that 
these patients are far removed from their relatives.” 

The latter conclusion was emphasized by the recent Alaska mental 
health survey report of February 15, 1957, conducted under the aus- 
pices of the Public Health Service pursuant to the congressional 
directive in Public Law 814, 84th Congress. This report concluded 
that the patients at Morningside were being hampered in their rate 
of recovery because they are “separated great distances from their 
families and they lose contact with both family and community,” thus 
leading to delay in release and neglect in their rehabilitation. The 
survey team, composed of distinguished psychiatric and hospital 
consultants, recommended construction of mental health and hospital 
facilities at three locations in Alaska, and urged that the Alaska 
Health Department in developing construction plans should determine 
the number of Morningside patients that could be transferred back to 
Alaska when facilities are available. 

In later reports (April 10, 1957, and June 18, 1957), Mr. Craig noted 
that Mrs. Salisbury, the medical social worker stationed at Morning- 
side by the Alaska Department of Health, was doing valuable work in 
the review of patients’ cases; that school education activities had 
increased at the hospital; and that a second psychiatrist, Dr. J. L. 
Haskins, would soon be employed at Morningside to assume adminis- 
trative responsibility for the care and treatment of patients thereby 
releasing Dr. Langdon for more individual psychotherapy and ena- 
bling the latter and Mr. Parker to initiate some group therapy work. 

Dr. Karl M. Bowman, special consultant to the Public Health 
Service, visited the Morningside Hospital in June 1957, and in his 
report of June 27, 1957, commented favorably on the many recent 
improvements in facilities, the friendly attitude of the patients, the 
important work being done by Mrs. Salisbury in surveying the 
patients’ records, the use of staff conferences, the decreased use of 
insulin and the increasing use of tranquilizers, the improvement in the 
quality of attendants, and the decrease of tuberculosis. He spoke 
highly of the abilities and qualifications of the professional staff 
people, but thought there should be more attendants, particularly in 
the children’s ward. He summed up his conclusions as follows: 


I would conclude, therefore, my opinion is that there has 
been a very great improvement in the setup of Morningside 
Hospital in the quality of personnel and in the type of care 
that is being given to the patients. It likewise appears to 
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me that this condition will continue to improve for the next 
year or two unless some change occurs. There is some short- 
age of help and there should be certain additions to the staff. 
There should be a full time psychiatric social worker. There 
should be another psychologist and there should be some 
increase of the nursing and attendant groups. It would be 
desirable to add a third psychiatrist, but with the addition 
of the second psychiatrist this fall, there should be an oppor- 
tunity to do more real psychiatric work with patients. I 
was struck by the pleasant friendly attitude of all the persons 
I encountered. It seemed to me the morale of the place was 
excellent and the patients definitely acted as if they were 
being well treated. Judging by the previous reports that 
have been written and which [ have read, I would think 


that there was a very great improvement in this institution 
during the last 2 years. 


(h) Report of the North Pacific District Branch of the American Psychi- 
atric Association 


The most recent report brought to the attention of the committee 
was that of a three-man committee of the North Pacific District 
Branch of the American Psychiatric Association, dated September 10, 
1957. That committee visited Morningside Hospital on that date 
and surveyed its physical plant and medical care program. Their 
report stated that hospital facilities are attractive and clean, that 
the medical staff is adequate in number and training, that the occu- 
pational therapy department is “exceptionally” good, and that the 
educational program is ‘‘outstanding.’”’ Their report further described 
the medical records as above average, but recommended initiation of 
a system of special incident reports and urged that there be more 
expeditious release of patients who are ready for discharge.’ 


(1) Summary 


‘The investigation conducted by this committee has indicated that 
many of the staffing deficiencies criticized in the numerous reports 
over the past 10 years have been serious, and harmful to the proper 
care and treatment of the patients. The committee believes it was 
physically impossible for one psychiatrist (Dr. Thompson) to have 
handled adequately all the responsibility that was imposed on him. 
He was not only the sole psychiatrist for 335 to 375 patients, but was 
also burdened with numerous hospital administrative tasks, counsel- 
ing the Coes in management matters, supervising the patients’ diet 
requirements, trying to conduct a social worker’s functions, hiring 
and supervising personnel, supervising sanitation, etc. The com- 
mittee disagrees with Dr. Thompson and the Coes that one psychiatrist 
was adequate. No matter how able a psychiatrist Dr. Thompson 
might be," with a caseload of 370 patients, he would have had to 

1” The value of this report was questioned by Dr. Campbell, who testified: ‘I feel that the report is much 
too general: that it is not sufficiently spec'fic and wh le I am very much in agreement with it, there are 
certa'n areas in which I do not concur.” He also testified that he did not believe the three-man committee 
could have made “‘an adequate inspection and report on Morningside Hospital on the basis of an informal 
meet ng of several hours held with the staff’ of the hospital. 

1! Dr. Campbell said: “I feel that while Dr. Thompson at the present time could be regarded as a capable 
psychiatrist, that at the time he was hired, he did not have sufficient experience to accept a position of 
psychiatrist in charge of this hospital.’”” Dr. Waterman said: ‘I consider that Dr. Thompson is a well 
qualified psychiatrist at the present time, although in 1949, at that time, when he was first hired, he was 
really, you might say, in the early stages of his training as a psychiatrist, so that he wasn’t a fully trained 
psychiatrist as he is now * * * that in 1949, he was not qualified to be psychiatrist in charge. He was 
qualified to be a psychiatrist there, preferably under the supervision of a well-qualified and perhaps 


certified psychiatrist.’”, Dr. Thompson plans to take his examinations in March 1958, for certification as 
a diplomate of the American Board of Psychiatry and Neurology. 
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work more than 12 hours a day simply to spend 2 minutes a day with 
each patient. It was this situation, in fact, which caused such 
eminent authorities as Dr. Schumacher and Dr. Overholser to assert 
that— 


practically no psychiatric treatment is afforded the many 
patients who urgently need such treatment. 


The inadequacy of nurses was particularly harmful, as will be dis- 
cussed in the next part of this report. The lack of a social worker 
precluded inauguration of a boarding-out program as contemplated 
by the contracts, and clearly delayed, and in some instances made 
impossible, the rehabilitation of the patients. The lack of a trained 
dietitian and a psychologist is simply not understandable. 

Dr. Campbell testified as follows concerning the need for additional 
psychiatrists, nurses, and a psychiatric social worker: 


Mr. Inpritz. In order to meet the standards of the Amer- 
ican Psychiatric Association with respect to psychiatrists, 
how many doctors would be required at Morningside? 

Dr. CampBELL. I feel that 3 doctors would be required at 
Morningside, but however, it is my own feeling that 2 of 
those doctors at least should have adequate psychiatric 
training. 

* * x * * 


Mr. Inpritz. On the basis of the standards prescribed by 
the American Psychiatric Association, how many nurses do 
you think ought to be at Morningside Hospital? 

Dr. Camppett. * * * I feel in agreement with Dr. 
Guthrie’s recommendation, and my own—they were both 
arrived at independently—is that there should be a ratio of 
1 nurse to 20 patients, on which basis Dr. Guthrie’s recom- 
mendation, when there were 340 patients, was 17 nurses, and 
my recommendation would be 18 nurses for the staffing of 
Morningside Hospital * * *. The present standards for 
nurses. in the United States Veterans’ Hospital and the 
present staffing of the United States Veterans’ Hospital at 
Roseburg is at present 1 nurse to 18 patients, and at the 
American Lake Hospital of the Veterans’ Administration in 
Washington State, the staffing there is 1 nurse to every 16 
patients, so that when I state 1 nurse to every 20 patients, I 
don’t think I am being unrealistic. 

Mr. Inpritz. Is a psychiatrically trained social worker 
important in a mental hospital? 

Dr. CampsBe.u. A psychiatrically trained social worker is 
most important as a member of any type of psychiatric treat- 
ment of advanced and modern nature. The necessity for a 
— social worker is particularly striking in this case 
pecause there is so much liaison work that should be carried 
on with the family, and with possible placement of patients 
who have recovered. In view of the fact that many of them 
should or would be returned to Alaska, then suitable place- 
ment would entail a great deal of work that only a social 
worker could do, preferably in conjunction with some other 
social worker in Alaska, but in order to have placement, it’s 


necessary. Then again, she would be particularly valuable 
H. Rept. 1820, 85-2——4 
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in counseling patients and treating and adding to their active 
psychiatric therapeutic team. 
Mr. Inpritz. If the Morningside Hospital had a staff such 
as you indicated as necessary, do you think that it would 
expedite the recovery of the mental patients at Morningside? 
Dr. Campse.t. I believe it would expedite their recovery. 
I also believe it would help in the discharge rate as well. 


In his testimony Dr. Waterman agreed with the recommendations 
of Dr. Bowman and Dr. Campbell that there should be additional 
nurses on a ratio of 1 nurse to 20 patients, a full-time psychiatric 
social worker, a full-time psychologist, and a third psychiatrist. 

Many of the deficiencies have now been remedied, at least in part. 
Thus, medical students are no longer used in lieu of physicians; the 
hospital now has 7 registered nurses performing work throughout the 
hospital; there are now 2 registered occupational therapists and 5 
occupational therapy aides, 2 schoolteachers, and a musical therapist; 
the number and quality of attendants have been considerably in- 
creased; a full-time psychologist is now on the staff; there are now 
two full-time general physicians to provide the patients with the 
better physical care necessary for mental patients; the present acting 
medical director is a qualified psychiatrist and another psychiatrist 
was hired shortly after the conclusion of the hearings. Staff con- 
ferences are now being held on a regular basis; the deficiencies in 
recordkeeping on patients have apparently been largely corrected; 
wards are not as crowded as before; additional equipment for the 
benefit of patients has been installed; the dining room appears now 
to be adequate; the tuberculous women are now housed in a more 
adequate building; a school program with interested and capable 
teachers is now in effect; and the Territory of Alaska has stationed 
a medical social worker at the hospital to perform some of the 
urgently needed social work. 

It is apparent, however, that a number of the deficiencies previously 
noted still continue to exist. The committee believes there should be 
at least two psychiatrists stationed there. The number of registered 
nurses is still inadequate. On the basis of the standards of the 
American Psychiatric Association, the recommendations made by 
Drs. Campbell and Waterman who provided expert consultative 
service for the committee, and the recommendations of the previous 
Schumacher, Overholser, Guthrie, and Parran reports, the committee 
believes there should be between 16 and 18 registered nurses as a 
minimum adequate nursing staff. Moreover, the hospital still lacks 
a hydrotherapist and a trained dietitian; '? and the present social 
worker at the hospital is apparently a medically trained social worker 
rather than a psychiatrically trained social worker.” 

Perhaps the basic defect of the hospital’s staffing structure is the 
dominance exercised by Mr. Wayne W. Coe and Mr. Henry W. Coe 

12 The present food services supervisor has performed such duties for many years. She was not trained 
as a dietitian, and the committee was not advised as to the extent to which she sought to obtain such train- 
ing after she was appointed to her job. In view of the repeated criticisms made during the hearings, as 
well as in the Schumacher and Parran reports, the committee believes that the hospital is deficient in this 
department, Perhaps this deficiency might be reduced by abolition of the double food standard as recom- 
mended by the committee elsewhere in this report. 

13 Dr. Waterman testified that Mrs. Salisbury. the medical social worker now stationed by the Territory 
of Alaska at Morningside Hospital, “‘is well qualified * * * asasocial worker.” Both heand Mr. Camp- 
bell agreed that a social worker assigned to a mental hospital ought to have psychiatric training, in line with 
the recommendations made in the Schumacher, Guthrie, and Parran reports that a social worker assigned 


to a mental hospital ought to have psychiatric training. Perhaps Mrs. Salisbury will obtain such train- 
ing while on the job. 
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in the operation of the hospital. Neither of them are doctors or medi- 
cally trained. Although Mr. Wayne Coe asserted during the hearings 
that he is fully competent, on the basis of his long association with the 
hospital, to operate the institution, it appears to the committee, on 
the basis of the record of this hospital’s performance under his manage- 
ment, that he is considerably less competent than he thinks he is; 
and that his domination of the hospital has significantly lowered the 
ability of the hospital to perform its basic function, namely, the treat- 
ment and cure of mental patients."* The combination of such domi- 
nation and the private-profit nature of the hospital’s operation, par- 
ticularly in view of the continued and extensive diversion of hospital 
funds into the private pockets of Mr. Wayne W. Coe which is discussed 
in another section of this report, furnishes the real key to much of 
the abuses and deficiencies which existed at the Morningside Hospital. 

The committee also believes, as a result of the information secured 
during the investigation and at the hearings, that facilities for the 
treatment of Alaskan mental patients should be nearer their homes in 
Alaska. Rehabilitation of patients is often severely handicapped by 
the great distance between Portland, Oreg., where Morningside 
Hospital is located, and the patient’s home. This basic problem can 
be solved only by construction of adequate mental health facilities in 
Alaska. The committee believes that the Territory of Alaska should 
expedite its mental-health program planning and get to the task of 
constructing mental health facilities in Alaska as soon as possible. 
Although the initial costs may be larger, the committee believes that 
the increased rates of recovery of mental patients will result in lower 
per capita costs in the long run, and that the ultimate benefit to 
Alaska and its citizens are easily worth the effort and cost of a sound 
mental-health program in Alaska. 


III. IMPROPER TREATMENT OF PATIENTS 


(a) Hazards to patients undergoing insulin coma therapy 
The committee’s investigation revealed that the hospital manage- 
ment’s refusal to heed the repeated warnings concerning the hospital’s 
inadequate staff resulted in grave hazard to patients undergoing insulin 
coma therapy and may have contributed to the deaths of some of 
them. These hazards were in addition to the inadequacy of the 
psychiatric, physical, and social treatment programs which, according 
to Dr. Schumacher’s 1952 report— 
probably in part accounts for the fact that well over half of all 
patients have been in the institution more than 6 to 9 years." 


The lack of sufficient registered nurses was particularly unjustifiable 
in view of the insulin shock therapy inaugurated by Dr. Thompson 
shortly after his appointment as medical officer of Morningside Hos- 
pital in 1949. Insulin coma therapy is a form of treatment fairly 
widely used in the past 10 or so years for schizophrenic patients who 
have not responded to other forms of psychotherapy. All the medical 
witnesses before the committee agreed that such therapy is a serious 

4 This domination is reflected in the assertions at the hearings by Mr. Wayne Coe that he was “‘the respon- 
sible party” and that he felt fully qualified to pass upon the abilities, competence, and qualifications of a 
psychiatrist, and by Mr. Henry Coe that if recommendations for more nurses were made by the doctors, the 
Coes = seek to obtain them “‘if it was our feeling that it would be an improvement in the service that was 
essential.’’ 

18 As of June 30, 1957, 78 of Morningside’s 371 patients had been in Morningside for 20 or more years. 
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and extremely dangerous treatment. Dr. Thompson described it as 
“a more dangerous form of psychiatric therapy” to be used as a 
“last resort.’’ It involves injection of insulin for the purpose of 
inducing a temporary coma me is terminated after some 15 to 30 
minutes by administering glucose. Sometimes, in emergencies, the 
glucose is injected intravenously, but usually the glucose is adminis- 
tered by means of a tube inserted into the stomach either through the 
nose or mouth while the patient isin coma. The latter procedure is 
referred to as ‘‘gavage.”’ 

Virtually every doctor and nurse who testified before the committee 
(except Dr. Thompson) stated that because of the danger of intro- 
ducing the tube into the lungs (with consequent drowning of the 
patient when the glucose is poured into the tube), a gavage should be 
done only by medically trained personnel such as doctors and registered 
nurses. Virtually every medical witness (except Dr. Thompson) 
agreed that it would be “not proper care,” ‘‘most improper,” ‘“‘haz- 
ardous” to entrust to ordinary attendants the responsibility of de- 
termining when to gavage and of administering the gavage. Such 
action by attendants is not permitted at Oregon State Hospital. 

When the insulin shock therapy treatment was inaugurated by Dr. 
Thompson, there was only one registered nurse at Morningside. Her 
duty hours were from 6 a. m. to 2:30 p. m. When she left at 2:30 
p. m. there was no registered nurse on duty to terminate the secondary 
insulin coma which often developed several hours after the primary 
coma was terminated. ‘To fill this obvious need caused by the short- 
age of registered nurses, Dr. Thompson directed the nurse to instruct 
attendants on how to gavage patients in insulin coma.'* Many gav- 
ages were performed by attendants without records being made of the 

avages. 

The evidence before the committee indicates that during Dr. 
Thompson’s tenure as medical director a number of patients, whose 
cases were discussed in detail at the hearings, died either as a direct 
result of the insulin therapy treatment or within 24 hours after under- 
going the treatment. Although there was considerable conflict in 
the inferences drawn by various doctors who testified or furnished 
statements to the committee as to the precise cause of death, there 
was substantial evidence indicating that some of the deaths may have 
occurred from drowning of patients while being gavaged by attendants 
without supervision of a doctor or registered nurse, Dr, Campbell 
testified as follows: 


Mr. Knox. In your professional opinion, was there gross 
negligence on the part of the institutional care of 6,316 [code 
number of patient]? 


Dr. Campse.u. In my opinion, there was gross negligence 
in that this procedure was performed by an attendant. 


% Reverend Harris, 4 minister who was formerly an attendant at Morningside Hospital (October 1949 to 
June 1951, and June 1953 to February 1955) testified as follows: 

“Reverend Harris. Well, when we first started to work there at night, Dr. Thompson said he wanted 
my wife and I to understand insulin, and know how to handle the cases, and so he had us come in in the 
morning and stay an hour or two in the insulin room and receive instruction from the registered nurse how 
to handle the insulin cases. 

“‘Mr. Moss. Were you dealing with cases of secondary coma or shock? 

“Reverend Harris. I dealt with that. 

“Mr. Moss. In other words, you were looked to for the primary responsibility of taking the necessary 
steps to gavage patients when those conditions occurred? 

“Reverend Harris. That’s right. 

“Mr. Moss. And that was at the instruction of Dr. Thompson? 

“Reverend Harris. I didn’t see too much of Dr. Thompson. He worked days and I worked nights.” 
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Mr. Knox. Should it be termed “criminal?” 

Dr. CampseE.u. I think that is a legal question. I 
wouldn’t pass on it. 

Mr. Knox. But you do pass, or your opinion is that there 
was gross negligence? 

Dr. CampsBe.u. Medically, there was gross negligence, 
that is my feeling. Gross negligence by neglect and having 
an insufficient staff to care for the patients. 


Both Dr. Campbell and Dr. Waterman testified that there were 
questions of judgment involved and that some of the patients selected 
for insulin shock therapy, such as those over 65 years old, or suffering 
from serious physical ailments, were, in their opinion, “poor risks’’; 
and that some of the deaths could have been prevented by more and 
experienced professional help. Dr. Campbell also criticized the 
failure to determine the glucose content of lung fluid in one post- 
mortem and the failure to notify the coroner in some other instances 
of death. 

The testimony before the committee showed that the insulin- 
treatment death rate at Morningside Hospital was 4.8 percent of cases 
treated, whereas at Oregon State Hospital the death rate over a 5-year 
period was only six-tenths of 1 percent, and at the United States 
Veterans’ Administration hospital in Roseburg, Oreg., over a similar 
period and with a larger number of patients, no deaths whatever were 
ascribed to insulin treatment. Such a disparity cannot be dismissed 
as mere coincidence. It indicates that the insulin coma therapy 
treatment at Morningside was definitely below par. 

The committee believes that the practice of instructing attendants 
on gavaging, although proper for purposes of guarding against unfore- 
seen emergency, was improper when it was used for regular treatment 
and as a device for avoiding the hiring of more nurses. The committee 
further believes that Dr. Thompson was overly enthusiastic in con- 
tinuing the insulin-shock program while lacking sufficient trained 
personnel to carry it through with minimum hazard to the patients. 
The committee concludes that the Sanitarium Co.’s failure to have an 
adequate number of nurses, whether due to Dr. Thompson’s willing- 
ness to operate the insulin coma therapy program with less than a 
minimum staff, or to Mr. Coe’s unwillingness to spend money to hire 
additional nurses, was unjustifiable and that such failure violated the 
company’s contract obligation to provide “satisfactory” treatment 
for the patients. 

During the course of the hearings the committee was advised that 
the hospital ceased administering insulin coma therapy approximately 
8 months ago and that chemotherapy (tranquilizer pills, etc.) is being 
increasingly used. The committee believes that if insulin coma 
therapy is resumed at Morningside Hospital, it should be done only 
with adequate medical safeguards in order to avoid repetition of the 
hazards such as were revealed during the committee’s investigation. 
The committee has not examined into the efficacy or hazards of chemo- 
therapy. 

(b) Other instances of improper care of patients 

In a number of instances, the committee found shocking instances 
of neglect of patients. It was “‘a common practice,” until about 3 or 
4 years ago, for elderly patients who lacked control of their eliminative 
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functions, to be ‘‘strapped to stools in the lavatory” for many hours. 
Dr. Thompson testified that when he learned of that practice, he gave 
instructions that it be discontinued. In one instance, in 1950, a 
patient who was “usually” kept strapped to the pot chair “all day”, 
was found dead of exhaustion. The committee concurs with the 
statement made by one of the witnesses who, as an attendant at 
Morningside, saw the strapped patients: “I am just saying it’s inhuman 
to strap a person on a stool and keep them there for a half a day at a 
time.” The committee believes that such strapping could have been 
avoided by having additional attendants to aid the patient, and by 
use of diapercloths. 

In one case mentioned at the hearings, a patient who vomited during 
an epileptic fit was placed, by two attendants hired a few months 
earlier, into a bathtub with 10 inches of water and doused with buckets 
of water instead of being cleaned with a sponge or cloth; the patient, 
whose head was under water at times during the epileptic seizure, died 
a few minutes later (1953). In another instance, a known epileptic 
patient was assigned to work in the boilerroom with hot-water hoses, 
and was found scalded and dead (1948); Dr. Campbell expressed the 
view that it was “gross negligence in assigning a known epileptic to 
dangerous work and working alone,’’ and Dr. Waterman described 
the assignment as ‘“‘extremely bad.” 

(c) Labor of patients 

One of the gravest of the complaints investigated by the committee 
was that the hospital management had exploited patients, or as one 
complainant put it, had made “slaves” of the patients. 

The committee’s investigation revealed that the Sanitarium Co. 
has for many years depended in substantial part on the labor of the 
patients at Morningside Hospital for the operation of the hespital in 
lieu of hiring employees. Practically every patient that is able to 
perform any useful work is assigned to some labor detail. Such work 
is referred to as ‘‘occupational” or “industrial”? therapy and includes 
work on the hospital farm (planting and harvesting crops, caring for 
the hospital’s cattle and pigs, etc.), in the cannery, in the laundry, in 
the kitchen, bakery, and dining room, as an orderly in the wards, in 
the carpentry, machine, and paint shops, general hospital maintenance 
work, construction and alteration of buildings, ete. Such work by 
patients has substantially enhanced the value of the hospital property. 
In 1956, the value of the patients’ labor was about $87,000. 

Occupational therapy is often very useful in psychiatric treatment, 
encouraging patients to perform useful and satisfying work, stimulat- 
ing their responses, and improving their economic and social skills. 
However, as the American Psychiatric Association warns in its Stand- 
ards for Hospitals and Clinics (1956 edition, p. 14): “* * * every 
possible safeguard should be used to avoid the exploitation of pa- 
tients.”” Such safeguards were not provided at Morningside Hospital. 

Prior to 1953, some of the patients at Morningside Hospital, perhaps 
many of them, were worked more than 8 hours a day and more than 
5 days per week. Some of the patients were so exhausted after their 
Jong hours of work that they simply went to bed. ‘They were worked 
both on and off the hospital grounds. Many of them received no pay- 
ment at all for their work; others were given nominal sums (e. g., 25 
cents to $1 per week) at the discretion of the hospital psychiatrist. 
No record was kept of their hours of work. 
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In his 1948 report, Dr. Schumacher had criticized the absence of 
qualified occupational therapists and stated: 


There is no way of learning from the records by whom, 
when, and why a patient is assigned to a work detail, nor 
when a patient is transferred from the one work detail to 


another, or why or when a patient is relieved from a work 
assignment. 


He noted that in the occupational-therapy shop— 


practically all the things made are for use in maintenance 
of the institution. 


He further stated: 


Patients are placed on work detail by the supervisor, 
Mr. LaZelle. Medical opinion is requested in all cases, but 
this applies to freedom from physical disability to work. In 
other words, there is little evidence that these work details 


are planned in terms of rehabilitation and occupational 
therapy. 


The committee’s investigation further revealed that in many in- 
stances patients were worked for the personal benefit of officials and 
employees of the hospital. For example, patients were assigned to 
work at the homes of Mr. Wayne Coe, who controls the company, 
Mr. Harvey LaZelle, Miss Hagna, the secretary, and others, without 
pay. In mid-1952, approximately 12 patients were assigned for 6 
weeks to remodel the privately owned home of Mr. LaZelle, which 
he subsequently sold at a substantial profit. At another time, patients 
were used to build a fence around the private property of a hospital 
employee, one Adolph Cox. The committee believes that using pa- 
tients for the personal gain of hospital officials is improper and un- 
ethical. Moreover, as Dr. Campbell testified: 


I think that patients who are capable of taking part in 
that therapy have a certain degree of understanding, and 
they resent being exploited. I don’t think it is good for 
their treatment. * * * I think it would put him in a very 
poor mood to accept psychiatric treatment. 


Some of the labor performed for the hospital seems also to have 
been motivated more by the benefits to the hospital than to the 
patients. For example, a considerable number of patients were as- 
signed one winter to excavate a basement and foundation for one of 
the hospital buildings. There were instances, also, of patients assigned 
to harvesting crops after dark and at other times in rainy Ww eather. 
The Department’s medical officer repeatedly complained about these 
abuses, and at last, in 1953, the following provision was inserted by 
the Interior Departme nt in section 7 of the 1953 contract: 


* * * Under no circumstances shall said occupational 
therapy be performed for the benefit of any person or persons 
other than the company. No occupation to be performed 
outside the hospital or its grounds shall be prescribed or 
permitted. 


Substantial improvement has since been made in the hospital’s 
handling of patients’ labor. According to testimony by hospital 
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officials, the work hours for patients now do not exceed 8 hours per 
day and 40 hours per week. o records, however, are kept as to their 
work hours. Furthermore, beginning about 8 months ago, a commit- 
tee consisting of the psychologist, 2 head nurses, the occupational- 
therapy director, and the supervisor has been meeting weekly to 
consider and make recommendations to the medical director, on the 
assignment of patients to labor details. That committee confers 
with the hospital employees in charge of the various work details. 
However, it makes no recommendation to the medical director as to 
money payments to the patients assigned to work details. 

Since the inclusion of section 7 in the 1953 contract, the hospital 
management has ceased the previous general practice of using patients’ 
labor directly for the personal benefit of hospital officials and em- 
ployees. However, at least two technical violations of this contrac- 
tual provision have come to the attention of the committee. -When 
Mr. Wayne Coe diverted into his own pocket the large amounts of 
money received from the sale of company-owned livestock (discussed 
later in this report), he was in effect obtaining the benefit of the labor 
of those patients who had been assigned to care for the livestock and, 
thus, as the controlling officer and stockholder of the company he was 
causing it to violate the provision forbidding occupational therapy 
to be performed for the benefit of any person other than the company. 

Another instance of technical contract violation occurred this 
past summer when the present medical director, Dr. Langdon, author- 
ized the assignment of patients to pick berries on a private farm out- 
side the hospital grounds despite the provision prohibiting the per- 
formance of occupational therapy outside the hospital or its grounds. 
The patients so assigned received the same rate of pay as was paid 
to other persons employed in picking berries at the private farm and, 
according to testimony presented at the hearing were assigned to 
that task for the purpose of providing those patients with the thera- 
peutic experience of working off the grounds amongst nonpatients 
within a familiar setting. However, there was no evidence before the 
committee that the Territory of Alaska (to which the contract had 
then been assigned) had waived the prohibition in the contract or 
had approved the assignment of patients to occupational therapy off 
the hospital grounds. It was, therefore, technically improper for 
Dr. Langdon to have made such assignment in violation of the specific 
contractual prohibition. Although the committee recognizes that 
Dr. Langdon’s therapeutic objective may, in appropriate circum- 
stances, be beneficial to patients ready for such outside experience, 
and that the patients were paid the prevailing wage rate for their 
labor, the committee believes that Dr. Langdon should have obtained 
appropriate authority to deviate from the prohibition against per- 
mitting patient labor off the hospital grounds. 

The “hospital management repeatedly argued at the hearings — 
patients are not being paid for their labor, that the payment of 2 

cents to $1 per week is simply an allowance generously granted ow 
the hospital, and that their labor is a part of their therapy. It is 
significant, however, that the hospital management has for many 
years referre d to the patients who receive these sums as being on the 
payroll, and it was admitted that patients who are better ‘workers 
receive slightly more than others. Dr. Campbell testified that fail- 
ure to pay for work done may produce resentment and consequent 
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harm in patients, and several of the medical witnesses testified, and 
Dr. Thompson admitted, that payment of compensation to mental 
patients for their work is, in many instances, beneficial to their re- 
covery. Thus, he testified as follows: 


The industrial-therapy program has found its way into 
nearly all kinds of public institutions, with gardening therapy 
being reinstituted by the Veterans’ Administration at one of 
its facilities and an excellent program at Perry Point Veter- 
ans’ Administration, which is, frankly, work therapy and for 
which the patient is compensated. 

* * * * + * *« 


Most people work for money. They will put up with dis- 
comforts, hardships, and even considerable physical danger 
if the final rewards are adequate. Patients in mental hos- 
pitals are found not to differ in this regard from their ‘“nor- 
mal’’ fellows in the outside community. Some hospitals 
have arranged to turn over a considerable part of the opera- 
tion of the hospital commissary to patient labor, including 
sales, general upkeep, and bookkeeping. Profits from sales 
provide salaries for patients who work there. Surpluses are 
applied to ward improvements. By means of such rewards 
otherwise unmotivated patients can be involved in activities 
which will lead to their rehabilitation. 

In some instances, this principle has been carried to its 
logical conclusion and patients have been hired as hospital 
employees. S. T. Walkiewicz, a social worker, described 
such an experiment at Central Islip Hospital in Long Island 
during World War II. Asa reoult of the severe personnel 
shortage of that period, 54 patients were discharged to con- 
valescent status and hired to work as ward attendants. They 
were listed on the payroll as laborers so that they would not 
have to take the civil-service examinations that would 
otherwise have been required. Over 70 percent did well, 
and either remained at work in the hospital or resigned to 
get jobs in the community. Only 16 of the experimental 
workers had to be readmitted as patients. Walkiewicz 
observed that the experimental workers were treated no 
differently than the regular hospital workers. She expressed 
the opinion that if they had been provided with adequate 
social-service supervision, in keeping with their status as 
convalescent patients, the success of this experiment would 
have been even greater. 


It seems to the committee that patients performing useful and 

valuable work should be compensated for it, not only because of its 
therapeutic value, but because it will help to prevent abuse of their 
labor. If patients are well enough to earn the prevailing rate of pay 
for picking berries off the hospital grounds, they should be paid for 
their work on the hospital grounds. Although it may be difficult in 
some cases to evaluate the worth of their labor, the absence of any 
evaluation system seems quite unjustifiable. Moreover, such an 
evaluation system, carefully established and supervised, is essential 
to deal with the basic defect in the whole situation; namely, the fact 
that Morningside Hospital is a private institution operated for private 
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profit. When patients’ labor, which is useful in their therapy, is also 
roductive and valuable, it is almost inevitable for a conflict to arise 
etween the natural tendency to obtain private gain and the obligation 
to refrain from exploitation of the patients. This committee agrees 
with the view of the Overholser Committee that the “principle of 
contract care of mental patients in proprietary institutions is wrong”’ 
and “has long been outmoded.” So long as contract care exists, 
however, both the value of the patients’ labor and the cost of compen- 
sating the patients for their labor under a proper evaluation system 
should be integrated into the contract cost rather than being hidden 
within the vague contours of “therapy” and a general monthly rate 
per patient 
(d) Mediocre food served to patients 

For many years, and at present, a double standard of food service, 
has been practiced at Morningside Hospital, namely, a different kind 
and quality of food is served to the employees than is served to 
patients.”” 

This double standard and the lack of a trained dietitian at the hospi- 
tal have provided a setting in which patients have come out on the 
short end. 

Dr. Schumacher’s 1948 report noted the “discrepancy between the 
meal served and the menu listed for that day.’’ Several former 
employees at Morningside whose experience at the hospital was 
between 1949 and 1953 testified before the committee that food then 
served to patients was lacking in variety, unappetizing, “full of 
grease,” and included old and moldy bread, pork with bristles, etc., 
and that the food served to employees was superior to that served to 


patients. Evidence presented before the committee by present em- 
ployees indicates that the food now being served to patieuts is much 
improved, although still different from that served to employees. 
The Parran report of 1954 stated: 


If one judged by the written menus, the food served the 
patients is dietetically adequate. Food actually served, 
however, is below standard. 


In April 1955, Dr. William Thompson, who was then medical 
director at Morningside, testified as follows before a special subcom- 
mittee of Congress: '® 


Question. Doctor, are you familiar with what is known as 
the single standard of food service in hospitals? 

Answ er. Yes; I am. 

Question. And could you state what is meant by that term? 

Answer. It means that the patients of the hospital are given 
exactly the same menu as the employees of hospital are given. 

Question. Is that single standard followed here at Morning- 
side? 

Answer. No; it is not. 

17 In discussing this double standard of food service, the committee, of course, does not include patients 
whose physical condition requires special food, such as salt-free diet, bland food, baby food, etc., but only 
those patients who could eat ordinary type foods. 

18 Hearings before a special subcommittee of the U. S. House of Representatives Subcommittee on Ter- 
ritorial and Insular Affairs of the Committee on Inter‘or and Insular Affairs, 84th Cong., Ay ril 7, 1957, 


printed at p. 131 of hearings on care of Alaskan mentally ill of said subcommittee on H. R. 6376, H. R. 6334, 
H. R. 610, and other bills, 84th Cong., Ist sess. 
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Question. It is a desirable end, however, do you feel? 
Answer. Yes, it is, and I hope that we are able to do that 
within the near future. 


Despite this assurance by Dr. Thompson to a congressional com- 
mittee in 1955 that the single standard of food service is “desirable” 
and would be adopted ‘‘within the near future,” he testified at the 
present hearings that he did not recommend to the Coes that it be 
adopted. He attempted in the hearings to justify the double food 
standard because of the difficulty of “mass production,”’ but on ques- 
tioning he admitted that the double standard places a greater burden 
on the kitchen staff than the single standard. At present, the patients 
are still served a different type and quality of food than are employees. 

While in Portland at the time of the hearings, members of the sub- 
committee visited Morningside Hospital and observed the kitchen 
and dining facilities. On the whole, the food being served to patients 
at the time of the visit appeared adequate, but the food for employees 
was better than the food for the patients which was prepared in 
quantity style. 

On the basis of the record and the testimony, the committee believes 
that food formerly served to patients was markedly inferior, and that 
there has been considerable improvement in the quality of food served 
to patients. However, the basic weaknesses remain: Namely, the 
lack of a trained dietitian and the continuation of the double food 
standard. The views of the committee on the dietitian are stated in 
the previous section of this report. The committee believes that the 
single food standard should be promptly adopted. 

(e) Handling of patients’ funds 

The Comptroller General’s audit report of June 25, 1956, indicated 
that the Sanitarium Co. did not properly handle the accounts of money 
belonging to the patients in the following respects: (@) Moneys sent 
to patients from relatives and social-security benefits were being com- 
mingled with company funds in the company bank account, pend- 
ing monthly transfer to a trust account; (6) names of remitters were 
not being recorded; and (c) deposit slips were not retained after recon- 
ciliation of the bank statements. = Comptroller General’s supple- 
mentary audit report of September 5, 1957, indicates that after these 
deficiencies were called to the smunniies of the company and the 
Interior Department, they were corrected by the company beginning 
in August 1956. 


(f) Indecent interment of deceased patients 


The 1948 contract provided that the remains of a deceased patient . 
if not claimed by a relative, be interred ‘“decently”’ by the company in 
a cemetery or burial erounds ‘ ‘satisfactory” to the Government. The 
1948 contract contained no standards as to what would constitute 
“decent” interment. For years, deceased Morningside patients were 
buried at Government expense in Greenwood Hills Cemetery near 
Portland, Oreg. 

In June 1952, the Department’s medical officer reported to the 
Director, Office of Territories, that the graves of Morningside patients 
were near a ravine, overgrown by tall grass, and unmarked. The 
Department apparently made no formal determination as to whether 
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the company was breaching the contract. However, when the 1953 
contract was negotiated, additional provisions were inserted in 
section 14 (c) of the 1953 contract requiring the company to observe 
standards of decency of interments similar to that demanded by the 
United States Public Health Service and specifying adequate em- 
balming; a neat casket; an outer case of wood; a separate grave for 
each body; permanent grave markers bearin grave number, name, 
age, and date of death; and submission to the Government of evidence 
of ownership of the grave. The rate of reimbursement for such burials 
was increased, at the company’s request, from $65 to $75 per inter- 
ment. 

The committee’s investigation revealed that despite these require- 
ments, the company did not improve the standard of burial of deceased 
Morningside patients. According to representatives of the General 
Accounting Office, graves of many patients buried prior to 1953 and 
of several patients buried in 1955 have not been marked; graves of 
those buried in 1955 and 1956 were not seeded to lawn; the area did 
not resemble a typical burial ground; outer cases for caskets were 
not being used; there was evidence of burial in 1955 of 2 bodies in 1 
grave; the erave markers used were of poor quality; and because of 
confusion in records as well as absence of markers, it would be difficult 
or impossible to locate and identity some of the bodies if a relative 
should wish to disinter a deceased patient. 

The committee believes that the Morningside Hospital failed to 
comply with its obligation under the contract to provide “decent’’ 
interment of deceased Morningside patients and to comply with the 
specific provisions of the 1953 contract concerning such burials. 
The committee also believes that the Interior Department was lax in 
not taking more vigorous steps to insure that decent interments 
were provided by the company. 

During its investigation, the committee learned that the Alaska 
Department of Health, which succeeded to the Interior Department’s 
responsibilities under the contract, awarded a 1-year contract to a 
funeral company of Portland, Oreg., effective July 1, 1957, for burial 
of deceased Morningside patients. The latter contract provides for 
payment of $189.25 for each interment, to be paid directly to the 
mortuary by the Al: se Department of Health. By this contract, in 
effect, the Alaska Department of Health has relieved the Sanitarium 
Co. of responsibility for the interment of deceased Morningside 
patients, and has gratuitously given away the right of the Territory of 
Alaska to obtain decent interments at the iy ct price specified in 
the 1953 contract. To the extent that the Sanitarium Co. failed to 
comply with the interment provisions of the 1953 contract, it would 
appear that the Sanitarium Co. could and should have been charged 
with the extra costs of obtaining “decent” interment under the 1953 
contract. The committee also believes that representatives of the 
Territory of Alaska should periodically check interments to insure that 
they are “decent” and should take steps to provide suitable grave 


markers for those former Morningside patients whose graves are not 
now prope rly marked. 
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IV. MORNINGSIDE HOSPITAL’S NONCOMPLIANCE WITH OREGON STATE 
LAW 


(a) Lack of license in 1948 and 1951-52 


After the Oregon Hospital Act became law in 1947, the Morningside 
Hospital was first inspected by the Oregon State Board of Health in 
April 1948. On the basis of that examimation, the Sanitarium Co.’s 
application for a hospital license was denied in July 1947 because: 
raw milk was being served; no registered nurses were employed; * no 
laboratory and X-ray facilities were available in the hospital; surgery 
unit lacked adequate equipment; the well water was contaminated ; 
there had been no inspection and approval by the Oregon State Board 
of Pharmacy concerning the handling of drugs and medicines, by the 
fire marshal, and by the Oregon State Board of Health Environmental 
Sanitation Division. Mr. Wayne Coe, by letter of November 23, 
1948, to the Oregon State Board of Health, requested that the State 
waive the requirement for a registered nurse, but his request was 
denied. Thereafter, the management of the hospital proceeded to 
correct the deficiencies. The hospital remained without a license 
until March 10, 1949. 

In July 1951, the hospital]’s license was again withheld because of 
the hospital’s numerous violations of the rules and regulations of the 
Oregon State Board of Health, including overcrowding of patients, 
lack of clearance from the State board of health on plumbing, failure 
to keep current X-ray records, inadequate procedures in the tuber- 
culosis wards to prevent gross infec ‘tion, many improper food handling 
and dishwashing procedures, etc. Numerous alterations, remodeling, 
and other intense efforts were made by the hospital management to 
meet the requirements for licensure. The license was finally granted 
on December 10, 1952, after the hospital had been unlicensed for a 
period of approximately 18 months. 

No further license difficulties have developed since that time. 


(b) Violation of State law prescribing minimum hours for women 
employees 

For a number of years attendants at Morningside Hospital, both 
men and women, had been worked 12 hours per day, 6 days per w eek. 
On November 8, 1950, the Wage and Hour Commission of the State of 
Oregon, acting pursuant to c hapter 653 of the Oregon Revised Statutes, 
promulgated order No. 5 (hospitals, sanitariums, convalescent, and old 
people’s homes) effective January 7, 1951, prohibiting any employer 
from permitting any women employees to work more than 8 hours in 
any one day or more than 44 hours in any one week. (Excess hours 
were authorized in case of emergency at time-and-a-half pay for 
overtime. ) 

The Sanitarium Co. did not comply with the directive of the 
Oregon Wage and Hour Commission for several years. At the 
hearings, Mr. Wayne Coe admitted that the violation of the minimum 
hours law was “very, very conscious.” The violation was not 
temporary; although some reductions in work hours occurred there- 
after, they did not meet the requirements of the law for several years. 

19 Oregon law required that mental hospitals have 24-hour registered nurse service each day of the year, 
specifically including at least 1 registered nurse on duty for not less than 8 hours of each day and at least 1 
registered nurse on call at all other times. Subsecs. 2 and 3 of sec. IV, Policies, par. A, Rules, Regulations, 


and Standards for Hospitals and Related Institutions, Oregon State Board of Health, issued pursuant to 
ch. 441.055, Oregon Revised Statutes. 
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Thus, in a letter to the Director, Office of Territories, dated May 26, 
1953, Mr. Wayne W. Coe indicated that the eee for attendants 
was then 56 hours and stated that if the 1953 contract, then being 
negotiated with the Government, was aaa he would reduce the 
workweek for attendants from 56 to 48 hours and at some future 
unspecified time ‘‘whenever legal conditions warrant, help is available, 
and we can provide the necessary housing,” he would reduce the 
workweek to 40 hours per week. When Mr. Wayne Coe was asked 
at the hearings whether he paid overtime pay to the women attendants 
who worked beyond the legal hours, he replied, “I don’t know. I 
don’t think so. I wouldn’t be sure about that.”’ The hospital now 
is apparently in compliance with Oregon law, although the committee 
did not ascertain exactly when the workweek was brought within legal 
bounds. 

Whether any employee or former employee now has any claim for 
back pay against the company is a matter of Oregon law. A copy 
of the transcript of hearings should be forwarded to ‘the commissioner 
of labor of Oregon to determine whether to proceed, under the laws 
of Oregon, on behalf of such employees, to collect such compensation, 
and whether there is other action which should be taken in the light 
of the evidence at the committee hearings that women employees at 
the hospital were worked a greater number of hours than was per- 
mitted by Oregon law. 


V. BENEFITS AND PROFITS RECEIVED BY WAYNE W. COE, THE 
CONTROLLING STOCKHOLDER OF THE SANITARIUM CO. 


In view of the very substantial inadequacies in hospital staffing, and 
the inadequacies in care and treatment of patients, revealed by the 
committee’s investigation, the committee sought to ascertain whether 
those conditions resulted from unforeseen financial burdens and insuffi- 
cient reimbursement from the Government, or because of Government 
directives, or whether they were due to the fault of the hospital man- 
agement and private profiteering at the expense of the patients. 

The committee has concluded that the inadequate service rendered 
by the hospital cannot possibly be justified in the light of the large 
profits received by the company and especially in the light of the great 
benefits which were received by Mr. Wayne W. Coe, who owns 598 
of the 600 shares of the Sanitarium Co., and who, as its president, 
actively directs and, in fact, controls the hospital. The committee’s 
investigation revealed a pattern of personal profiteering and misuse 
for personal gain of the hospital’s funds and facilities, to the grave 
detriment of the patients and the company’s obligations to the ‘Gov- 
ernment under its contracts. 

During the 20-year period from January 1, 1936, to December 31, 
1955, the company received $7,374,126 as pay ment from the United 
States Government under its contracts, and earned a net profit, 
according to its own books, of $521 498. However, the General 
Accounting Office audit showed that many personal expenses of Mr. 
Wayne Coe had been i improperly charged as company expenses; that 
many company expenditures charged as expenses should have been 
capitalized on the books and charge <d off only through depreciation; 
and that large amounts of money received from the sale of company 
livestock, which were properly income of the company, had been 
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diverted to himself by Mr. Wayne Coe. Adjustments to properly 
reflect these items showed that the net profits of the company during 
that 20-year period were actually $893,669.” 

In addition to these profits of the company, Mr. Wayne W. Coe 
received large personal Femail during that 20-year period (January 
1, 1936—December 31, 1955) aggregating $1,137,413, as follows: 
Salary 


As the dominant stockholder in the company, Mr. Wayne W. Coe 
fixed his own salary at the maximum he thought would not be dis- 
allowed by internal revenue auditors. His salary during the 20-year 
period was as follows: 


Years 1936 through 1947 ($23,000 each year) _._------- $276, 000 
Years 1948 through 1952 ($27,500 each year) _._------- 137, 500 
Years 1953 through 1955 ($30,000 each year) 


Toteh. . 4. ccceu ued Se eee 503, 500 


Beginning 1956, Mr. Wayne Coe increased his salary, and has been 
receiving $36,000 per year. 


Dividends and profits 


The profits which Mr. Wayne W. Coe received during this 20-year 
period, in the form of dividends and other profits actually distributed, 
totaled $190,711. In addition, he has an equity in retained earn- 
ings amounting to $167,372. 


Personal expenses charged to company accounts 


Mr. Wayne W. Coe was apparently not satisfied with the substantial 
salary and profits which he has been deriving from his operation of the 
hospital. Although he continued its operation as a corporation, pre- 
sumably to obtain tax benefits and immunity from personal liability, 
he continually dealt with the company and its funds and property 
as a personal treasury for his own and family living expenses. Thus, 
during the 20-year period 1936 through 1955, he charged approxi- 


2° The company’s percentage of profit, over the 20-year period, computed on the basis of the adjusted net 

rofit of $893.669, was 25.7 percent of the company’s cost of investment, and 11.7 percent computed on the 

asis of the company’s gross income. At the hearing, the Sanitarium Co. suggested that its profit per- 
centage was only 7.9 percent, computed on the basis of the market value of all its property, as appraised on 
the basis of replacement value by a Portland firm at the request of the Sanitarium Co. The C. P. A. Hand- 
book of the american Institute of Accountants (vol. 2, May 1956, ch. 17, p. 17, edited by R. L. Kane, Jr.) 
comments as follows on the use of cost basis and market value: 

““W hile the cost basis has always underlain accounting principles, it has not always been strictly adhered 
to. For example, during the 1920’s, it was not at all uncommon for companies to write up their assets to 
reflect changes in the price level. Some have advocated this procedure in more recent years. In cases of 
quasi-reorganization, it is recognized that asset values may be written up or down, as necessary, to bring 
their book values in line with their fair values as of the time of the quasi-reorganization. However, these 
depart'!res from cost are sufficiently uncommon and require such special justification that it cannot be said 
that they have invalidated the basie assumption.”’ 

21 The distribution of profits was computed on the basis of a most unusual arrangement. The original 
owner of the hospital, Dr. Henry Waldo Coe, the father of Mr. Wayne W. Coe, had founded the Sanitarium 
Co. and had been the sole owner of the company stock. Dr. Henry Waldo Coe’s will, leaving the stock to 
his widow, provided that, so long as the company shall have and operate a hospital for the care of the in- 
sane under contract with the U. S. Government, his three sons (George C. Coe, Wayne W. Coe, 
and Earl A. Coe) should each receive annually one-sixth of the net profits. Accordingly, Mr. Wayne W. 
Coe, who acquired his stock from his mother in 1935, has made distribution of one-sixth of the profits to his 
brother George, one-sixth to his brother Earl, and one-sixth to himself, before declaration of the dividends, 
which all went to himself. It is, of course, apparent that Dr. Henry Waldo Coe, as a stockholder, could 
not, by his will, impose an obligation upon the company, but only upon the holder of the stock. Accord- 
ingly, from a strictly legal point of view, the payments made by the company out of its net profits to George 
and Earl Coe were, probably, illegal diversions of company funds to persons totally unconnected with the 
company, since they were neither stockholders, officers, nor creditors of the company. From a practical 
point of view, Mr. Wayne Coe could have achieved a similar result by increasing the declaration of dividends 
to himself and, under the aforesaid trust obligation, making payments from such dividends to his brothers 
George and Earl in an amount equivalent to the one-sixth interest intended by the testator to be paid to 
each ofthem. Such an arrangement, however, might have resulted in different tax consequences, and, also, 
if Mr. Wayne Coe, as president and controlling stockholder of the company, had refrained from declaring 
as dividends the full amount of the three-sixth share of profits, lesser amounts may have been paid to his 
brothers George and Earl. 
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mately $231,900 of personal expenses to company accounts. These 
personal expenses of Mr. Wayne W. Coe were reported on the com- 
pany income-tax returns as company business expenses and not 
identified as Mr. Wayne W. Coe’s personal expenses. Since deduc- 
tions are —— not allowed under the Federal Internal Revenue 
Code (26 U.S. C., sees. 161 and 262) for personal living or family 
expenses in computing corporate taxable income, it is the opinion of 
the committee that his personal expenses, charged to company expense 
accounts and deducted on the company tax returns as expenses of the 
company, were not proper corporate business expense deductions, and 
that such deductions were contrary to the above cited provisions of 
the Internal Revenue Code. 

Among the personal expenses charged to company accounts were the 
expenses of running his personal home (located approximately 10 miles 
from the hospital) and his beach home (located approximately 100 
miles from the hospital), including costs of groceries, clothing, dry 
cleaning, plumbing and electrical service, garbage service, fuel, light, 
water, etc. Other personal expenses were for company-owned auto- 
mobiles used exclusively by the Coe family for personal purposes, 
fishing equipment, flowers, veterinarian fees for his dogs, architects 
fees, cost of a new porch, wages of domestics and gardeners at his 
residence, etc. These personal expenses amount to $183,769 for the 
20-year period 1936 through 1955. In addition, Mr. Coe used $36,763 
of company funds to pay the premiums on 11 life insurance policies on 
his life, none of which named the company as beneficiary, plus $8,525 
of company funds to pay for personal trips he took to Mexico in 1950 
and to South Africa and Europe in 1951.” At the hearings, Mr. 
Wayne Coe described the latter charges as “‘a very bad bit of book- 
keeping,” and stated that he did not disagree with the testimony of the 
General Accounting Office auditors as to either “figures * * * or 
items.” 


Mr. Coe’s personal retention of company income 


Even these generous rummagings among company funds and 
profits were insufficient for Mr. W ayne W. Coe. He added to his 
take by selling considerable amounts of the company cattle and hogs, 
which had been raised on the company’s farm with the help of the 
patients’ labor, and pocketed the proceeds in the sum of $43,930 for 
the years 1943 through 1954. Records of transactions prior to 1943 
were not available; Mr. Wayne Coe has stated that he followed 
similar procedures with respect to livestock sales for many years. In 
a very real sense, Mr. Wayne W. Coe’s diversion of the livestock pro- 
ceeds into his own coffers violated section 7 of the 1953 contract for- 
bidding the use of patient labor ‘‘for the benefit of any person or per- 
sons other than the company.”’ Even more serious, such conversion 
of the livestock as well as the charging of personal expenses to company 
accounts deprived the company of funds which could have been used 
to improve the care and treatment of the patients. 


22 Auditors of the General Accounting Office also reported that another $13,685 was charged to the com- 
pany account of ‘‘traveling expense”’ during calendar years 1946 through 1954 for which there are no support- 
ing vouchers. This sum is not included in the total of $231,900 of personal expenses charged by Mr. Wayne 
W. Coe to the company accounts. 
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The benefits received by Mr. Wayne Coe during the 20-year period 
January 1, 1936, to December 31, 1955, are summarized as follows: 


GOES ons nn pcdiccwkcusatnesbbccbdddesdslaubekenneee $503, 500 
Profits: 
Dividends. declare... aii cestisn ides aiese naan $93, 187 
Other protit distributions...<.. 5... snsseedacntbanetes 97, 524 
190, 711 
Equity in retained earnings....................-.-.- 167, 372 
Set a eeces 2s. eis cccnianainasiitnn bases iets eaten net 358, 083 
Personal expenses charged to company business expense and asset 
GOOOUNE. . 2... nn nk be bees ade de an eee eee 231, 900 
Personal retention of proceeds from sale of company-owned livestock 
(during 12-year period 1943-54 only).....-...-.---...-.----..-- 43, 930 
OWE orcs: nanpiscsimsgerapenliaeal a aes emia a eee oa 1, 137, 413 


The committee believes that the improper accounting with respect 
to expenses and income has probably resulted in insufficient payment 
of taxes by both the company and Mr. Wayne W. Coe. The com- 
mittee therefore recommends that the Internal Revenue Service 
should promptly and carefully determine, and require payment of, 
any amounts due from the Sanitarium Co., and from Mr. Wayne W. 
Coe personally, for taxes and penalties, and also consider whether 
the facts warrant institution of criminal proceedings under the in- 
ternal revenue laws. 

The personal benefits received by Mr. Wayne W. Coe are amplified 
in appendix B to this report. 


VI. DEFICIENCIES IN ADMINISTRATION OF THE CONTRACT 


Since approximately 1929, the Department of the Interior had its 
own medical officer stationed at the hospital to protect the Govern- 
ment’s interests. ‘The Department’s medical officer assigned to Morn- 
ingside Hospital during the period covered by the committee’s investi- 
gation was Dr. George F. Keller. (His employment was from April 
1947 to February 22, 1957.) It was his responsibility, under the con- 
tract, to ‘supervise the execution of the terms of this contract,’ and 
to “direct and supervise the acceptance, the welfare and treatment, 
and the release of all patients.” He was, under the contract, to 
receive from the company and its employees— 


at-all- times such aid and assistance as may. be required, in 
his judgment, to supervise properly the care, treatment, and 
custody of the patients. 


He was further to have, under the contract— 


full and free access at all times to all places * * * used in 
the care, treatment, and custody of such patients, and * * * 
full and free consultation also with all patients * * *. 


He was empowered, furthermore, to authorize “the type and dura- 
tion of occupational therapy” and to approve any boarding out of 
patients, as well as to approve placing of patients on leave of absence, 

The evidence before the committee indicates that when Dr. Keller 
was first assigned to Morningside Hospital in April 1947, he found 
conditions at Morningside deplorable, with inadequate staff, and 
improper care and treatment of patients verging upon outright abuse. 
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When Dr. Keller’s recommendations to the hospital management were 
ignored, he submitted lengthy and detailed reports of the inadequacies 
to his superiors in Washington. At first, the Department sought the 
advice of the Public Health Service and other experts and after receipt 
of the 1948 Schumacher report took vigorous action to correct the 
conditions reported by Dr. Keller. 

After the 1948 Schumacher report confirmed Dr. Keller’s com- 
plaints, Dr. Keller prepared and sent to the Office of Territories a letter 
dated February 16, 1949, transmitting an outline of the minimum staff 
needs for proper medical services at Morningside Hospital, includin 
“at least two full-time physicians” as well as the other personne 
recommended by Dr. Schumacher. The then Director of the Office of 
Territories, Mr. James P. Davis, adopted these recommendations and 
by letter to Mr. Wayne Coe, dated February 25, 1949, requested that 
they be put into effect. In that letter, Director Davis noted that 
except for work performed by the Department’s medical officer “there 
apparently has been no psychiatric work performed at the hospital 
during the last 3 years’ and that “‘there has been a considerable time 
lag between admission of patients and physical examinations.’ 
His letter further commented as follows with respect to Dr. William W. 
Thompson, the psychiatrist who had been hired by the Sanitarium Co. 
on February 1, 1949, to replace the recently deceased Morningside 
Hospital physician, Dr. Serrurier: 


It is noted that you have employed Dr. Thompson. We 
are informed that he has not had broad psychiatric experience 
and, in fact, is not licensed to practice in Oregon. I want to 
especially emphasize that this Department will not be 
satisfied with medical and technical personnel whose quali- 
fications are not satisfactory to the Medical Supervisor. 
Dr. Thompson would probably do as a resident assistant 
but I am sure you do not intend that he be the senior 
psychiatrist on your staff * * *.* 


After he received Director Davis’ letter, Mr. Wayne Coe hastened 
to Washington and spent several days in discussions with the staff 
of the Office of Territories. The nature of Mr. Coe’s discussion can 
be gleaned from the following statement in a letter from Director 
Davis to Dr. Keller, dated March 30, 1949: 


Mr. Coe is of the opinion that additional doctors or other 
staff is not needed. 


Just what pressures or what arguments Mr. Coe brought to bear 
are unclear but he apparently succeeded in persuading Director 
Davis to alter his previous directives. Director Davis’ letter to Dr. 
Keller dated March 30, 1949, which summarized the Coe discussion 
of “the past several days,” dealt almost entirely with the duties and 
tasks to be performed by Dr. Keller, the medical offic er So far as 
additional hospital staff was cone erned, Director Davis’ letter merely 
made the inconclusive suggestion that Dr. Keller and Mr. Coe should 
“work out” the matter of their ‘ ‘respective responsibilities” and the 
“minimum staff needs to meet approved medical standards,” and 


23 Dr. William W. Thompson was granted his license to practice medicine in Oregon on July 23, 1949. 
However, the board of medical examiners permitted Dr. Thompson to work as a practicing physician in 
Oregon State Hospital in the latter half of 1948 and, beginning February 1, 1949, at Morningside Hospital, 
pending the issuance of a license to him. 
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vaguely expressed the hope that they would “work as one team for 
the benefit of the patients.” 

That this hope was not much fulfilled can be seen from the fact that 
over 2 years later, at a time when there was still only 1 registered 
nurse employed at the hospital, Mr. Wayne Coe, in a letter dated 
November 30, 1951, was still objecting to suggestions from the Office 
of Territories that more nurses should be hired. Not until December 
1953 was a second nurse employed. 

Dr. Keller’s vigorous efforts to obtain improvements at the hospital 
were continually frustrated both by the Coes and by the failure of the 
Office of Territories to back him up and to insist on better performance 
by the Coes. The whole picture which the committee derived from 
the evidence is that the Office of Territories did not adequately, nor 
was it qualified to, administer the responsibility imposed upon it by 
Congress. Mr. D. H. Nucker, the former executive officer of the 
Office of Territories who negotiated the 1953 contract testified: 


We did not have, in my opinion, in the Office of Terri- 
tories, a proper setup for operating a contract of this type. 


Mr. Anthony Lausi, Director of the Office of Territories, testified: 


Mr. Chairman, I want to emphasize that we just felt we 
were not qualified to supervise the care and treatment of 
insane people, whether from Alaska or any other place. 


He and other officials of the Office of Territories testified that most of 
the Department’s efforts with respect to the Alaskan mentally ill were 
channeled into attempts to transfer the Department’s responsibilities 
in this field to the Territory of Alaska.* 

One of the somewhat astonishing instances of penny wisdom-pound 
foolishness which was revealed by this committee’s investigation was 
the Interior Department’s failure to provide Dr. Keller with adequate 
stenographic assistance. Under the contract with the Sanitarium Co., 
the Department had shifted to the company the burden of providing 
stenographic and clerical help to the Department’s medical officer. 
But Dr. Keller repeatedly complained that use of the company steno- 
grapher prevented him from adequately communicating with his 
superiors in Washington. For example, it was revealed during the 
hearings that the hospital management, when assigning a stenographer 
to work for Dr. Keller, instructed her to show them all material she 
prepared for Dr. Keller before bringing the papers to him. In order 
to preserve the confidentiality of his official communications to his 
Washington superiors, Dr. Keller was forced to type many of his 
official letters at his home. Nevertheless, the Department repeatedly 
refused to provide him with stenographic assistance. ‘There seems 
to have been some difference of view between Dr. Keller and the 
Office of Territories as to whether he needed a full-time stenographer. 
Yet it seems perfectly apparent to this committee that the Office of 
Territories should not have expected him, particularly when preparing 
communications reflecting on the adequacy of the hospital staff or 
facilities, to use company employees whose first loyalty was to the 

% Some effort was made to shift the responsibility to the Department of Health, Education, and Welfare, 
but in view of the pendency of bills for Alaskan statehood, the Department did not pursue this proposal, 


T he transfer of the Department’s responsibility to the Territory of Alaska finally occurred on February 23. 
1957, pursuant to the Alaska Mental Health Enabling Act of July 28, 1956, cited in footnote 2. 
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company, and that the Office of Territories should have arranged to 
provide him with at least part-time clerical assistance. 

It is significant to note that the Territory of Alaska, which now 
administers the contract, employs a part-time stenographer for its 
medical social worker. Although the Territory could have relied 
upon the contract provision requiring the company to furnish steno- 
graphic and clerical help to the medical officer, the committee believes 
that such provision is basically inconsistent with the inspection 
responsibilities which the medical social worker may have, and that 
the Territory is wise not to rely upon that provision. 

The company’s failure to provide decent interment of deceased 
patients has been discussed above. Although the Department prop- 
erly included, in its 1953 contract, additional specifications in an 
effort to insure decent interment of patients, there does not seem to 
have been any effort by the Department to inspect whether the Coes 
were complying with those provisions or to require such compliance 
both with respect to previous burials and current burials. The 
Territory of Alaska is rectifying the situation by relieving the com- 
pany of all responsibility for interments and making its own contract 
with another funeral home. But in doing so, the Territory has 
gratuitously given away its contract right to have burials performed 
“decently” at the contract price; insistence upon compliance with the 
contract would not have adversely affected the Territory. The fact 
that the interment price in the present contract may be too low does 
not warrant the Territory’s abandonment of its contract right. 

The greatest weakness in the Interior Department’s supervision of 
the Sanitarium Co.’s contract obligations particularly during the 
period 1948-55 was the failure to require the proper care and treat- 
ment of patients. 

The reports by Drs. Keller, Schumacher, Overholser, and Guthrie 
had repeatedly criticized the hospital’s inadequate staffing. These 
reports must certainly have given concern to the officials of the Office 
of Territories. Thus, the Chief of the Alaska Division of the Office 
of Territories in a letter to Dr. Keller dated March 3, 1952, told him: 


We plan that the next contract will be quite specific in 
stating the number of psychiatrists, dietitians, nurses, and 
and other personnel, as well as necessary facilities, that might 
be included for better care and treatment of patients. 


When the Department issued its invitations to bid on the 1953 
contract, the instructions specifically required the bidders to— 


submit a complete summary of the staff to be provided for 
the care and treatment of approximately 350 patients, include 
the number, professional qualifications, education, and train- 
ing for each category, and the ratio between staff and patient 
load thus established will be considered the minimum ratio 
to be maintained throughout the life of the contract. 


The proposed 1953 contract required the company— 


to care for, and to administer medical and psychiatric treat- 
ment to said patients, in a manner satisfactory to the Secre- 
tary * * * to furnish all laboratory work, X-ray, surgery, 
and other medical care, including shock therapy, and to pro- 
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vide a qualified staff to operate facilities for recreational and 
occupational therapy. 


It also included a provision (sec. 22) under which the Department 
would reimburse the company if professional personnel in addition to 
the established ratio were required by the Secretary of the Interior.” 

In submitting his bid, Mr. Coe set forth a summary of a proposed 
staff at Morningside Hospital. These included, amongst others, a 
registered dietitian, a supervisory psychiatric registered nurse, and 
6 infirmary registered nurses (at that time there was only 1 registered 
nurse at Morningside Hospital). 

During the extensive period of negotiations which ensued, Mr. Coe 
succeeded in eliminating provisions for staffing pattern, audit, access 
by the Government to all the company’s records, etc. Nevertheless, 
it was apparently the understanding of the parties, confirmed b 
Mr. Coe’s letter of May 26, 1953, that the staffing pattern set fort 
in his bid was to constitute the minimum staff. 

The committee recognizes that Mr. Nucker was faced with diffi- 
culty in negotiating a contract where only one person had indicated 
an interest in the contract. Mr. Nucker undoubtedly acted in good 
faith in agreeing to the elimination of some provisions in order to 
obtain other important objectives, such as a contract cancelable on 
short notice, more attendants and shorter hours, provisions to prevent 
abuse in patient labor and interment, a lower contract price of $184 
in lieu of the $210 bid by Mr. Coe, etc. Nevertheless, in view of the 
understanding that the staff pattern set forth in the bid would be 
followed, the committee believes that the Department ought to have 
required Mr. Coe to comply with that staffing pattern. Moreover, 
under section 22 of the contract, the Department could and should 
have insisted on more professional staff to meet the recommendations 
made in the several reports.” 

In any event the committee believes that any future contract 
should contain provisions setting forth the minimum staff ratio, requir- 
ing audits and permitting inspection of records, even if the unit price 
must be increased. The information uncovered by this committee in 
this investigation fully underscores the importance of the Parran sur- 
vey team’s recommendation that in future contracts “much more 
detail should be prescribed as to standards of care to be furnished”’ 
and that ‘periodic inspections of performance should be made’’; and 
the recommendation by Dr. Schumacher in his letter of November 25, 
1955, to the Director of the Office of Territories, that the contract— 


should be specific relative to the kind, number, and training 
and experience that should be required of professional per- 
sonnel employed by the company. 


28 This provision was as follows: 

“Sec. 22. If, after this contract becomes effective and after having been informed fully of the number, 
type, and qualifications of personnel and services which the company agrees to provide in ratio to a given 
patient load, the Secretary determines that additional professional personnel is needed, the company shall 
arrange to provide such professional personnel as is requested, but the cost therefor, including salaries, to 
be approved by the Secretary in advance, a reasonable allowance for meals and lodging when applicable, 
and any other costs clearly attributable to the increased personnel, all as evidenced by proper vouchers to 
be furnished by the company, shall be reimbursed to the company by the Secretary.”’ 

% Although the Department initiated action in 1955 to amend sec. 22 by including minimum staff ratios, 
this effort was apparently abandoned, in view of the pending bill which became the Alaska Mental Health 
Enabling Act, because the Department was reluctant to “‘burden”’ the Territory with the additional costs 
of approximately $35,000 such amendment would entail. However, Director Lausi testified that the Depart- 
ment did not consult the officials of the Territory of Alaska as to their views on the subject. 
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The desirability of an audit provision in the contract seems clear. 
Audits would have enabled the Government to appraise more ade- 
quately the representations in the bids made by the hospital manage- 
ment,” it would have disclosed the large personal profits which Mr. 
Wayne Coe was getting from Government funds, and it would have 
enabled the Department to negotiate a sounder contract price that 
would have cost the Government less and given the patients more. 

The committee believes, as previously stated, that the care and 
treatment of Alaskan mental patients committed and confined by gov- 
ernmental power should be in public mental hospitals, preferably in 
Alaska, not in hospitals operated for private profit, and that the Terri- 
tory of Alaska should promptly move to establish such facilities. It 
appears, however, that such facilities cannot be constructed in time to 
move all the Morningside Alaskan patients upon expiration of the 
present contract with the Sanitarium Co. The Territory of Alaska 
should therefore take immediate steps to provide adequate temporary 
facilities, preferably in Alaska, for the proper care and treatment of its 
mentally ill. Ifthe Territory is unable to obtain adequate temporary 
facilities in Alaska, or to obtain better facilities in the United States 
than at Morningside Hospital, and is therefore obliged to award an- 
other contract to the Sanitarium Co., it should be on a short-term, 
cost-plus-fixed-fee basis, with contract provisions which adequately 
guard against any possible repetition of the deficiencies and abuses 
discussed in this report. 

27 For example, in a memorandum which Mr. Wayne Coe submitted to the Interior Department in 
support of bis bid on the contract for the 1943-48 period, he requested an increase in unit price substantially 
higher than under the previous contract. He based his request on the ground that the company’s onera- 
tions during the previous contract period for 1938-43 had resulted in an operating loss of about $50,000. 
According to the company’s own books, however, the company’s operations during the calendar years 1938 
through 1943 actually resulted in net profits of $110,417.24 before Federal income and State excise taxes, and 
$68,220.46 after Federal income and State excise taxes. (The profit was actually much higher, since the 
company’s book figures did not reflect the substantial additional profits revealed by the audit of the General 
Accounting Office.) At the hearings, Mr. Coe said that he had set forth capital improvements as an oper- 
ating loss, and that when he made the reference to a “loss’”’ of $50,000, he meant only that because 


of expenditures on new construction, the company had expended $50,000 more than income, As Mr. Coe 
acknowledged, it was certainly, to say the least, ‘‘an improper statement.” 
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Morningside Hospital staff at Dec. 31, 1955, and June 30, 1957 





The Sanitarium Co. staff: 
Professional medical staff: 
Resident professional staff: 
Medical director, J. Ray Langdon, M. D.1!__.-.......-..---..--- 
Chief, medical services, Ray A. Dowling, M. D......-..---..--- 
Night physician, Robert J. Meechan, M, D.!_......--.-- bi tabi 
iy, SS | KM, ST eee 


Total resident professional staff 


Attending professional staff: 
Physicians 
Dentists 


ewleeRen 


Total attending professional staff.............................- 7 


Consulting professional staff: 
Ph yetelens GG SOROS sci dncetectac ntl eee 19 
SIOROEIOS ..n.cnctancccdédosdtoentudnntnegssbaseuneeeereee 
Ophthalmologist ee ES er ET udbebadee 


Total consulting professional staff. ...............-...---.----- 21 
TOE I nde tn de tedconvnncakdekhens sch twas sediltratnabatebibebeodl 


Attendants and service staff: 
NI a iiscirin cities itiesticneitenstndi eisai eb tactile ahaa la ai clea mata 
Registered occupational therapists 
Occupational therapy aids 
School teachers. --- 

Pe I oo og cll Scsesindpidaeibendicasieniae asad 
Laboratory technician___-_-_--- 

Administrative officer (superv isor) and assistant... 
Food-services supervisor 
RNIN © 6 isc ddccn cin dctnadbaocctannstininsaabbekageladedsies 
Barber and beauty 5s sseceiedtbacaaniaitodictanlaiicaadaii mamma aia acaiat 
Kitchen and dining room_-_-._- sibanéneceunuciendingpcnh eeu _ 
Ce Cais Ski k ns cntstieaincincdcccwmnhodichianinngpiames 
Engineers, maintenance. --- 
BNO 5 ss rirtn Sandk acest basins dean een cca dptinerinea inal ataa daa tidehiiicmaatteadh 
Carpenters 
Laundry 
SO ita esi ink diingcncn eves vigil insipepcleinannsiatg es lioa baat gtaaaetais cial aalaiuainiioiacadag 
Farm, dairy, piggery 
Night watchman 
Linen supply 
Vehicle driver 
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Administrative staff: 
Wayne W. Coe, president, the Sanitarium Co_-...........--..------ 1 
ef Ree ee 1 
SSOUETSS GECTOCETY SIN NOI a 6 nnn iin itv cb icettctmenannins 1 
Secretarial-clerical 4 
Receptionist 1 


Total administrative staff 











Tole Gama Ce A ck. tsndbdccnucdnecsteanmetnecsen — 138 Ate 165 
Bummary of the Sanitarium Co. staff: = ieee , ee 
Employed on regular tours of duty at Morningside Hospital_....---- 110 137 

ASCE WORRIIRRE SENET oo nic innocence dca ebeuepn cies 7 7 
Come R Re te CI i hii sce stints Snchcsschexiennsrisgetn aia 21 21 

Foetal Baatharteth Cb: CE edainin~cternnchicidsenietba 138 165 
Territory of Alaska staff: a ee a 
Medical social worker, Alaska py CPT iat ten dnciapidbicctibeweaake 1 
DeemORRUNT., DONG GR icin cccedgunddaddininphenldeiennsinmaanae lenesannesnone 1 
Total Territory of Alaska staff. die Ee aac omaies 2 


Department of the Interior staff: Medical officer, Office of Territories: George 
F. Keller, M. D___--- 





<insntoatnsiiichansseimsinitincslipaiiataiaiipaicas aisles lala ian Nite ae ae 
1 Dr. Langdon’s employ ment began Mar. 1, 1956, and he fulfilled the duties of medical director after Dr. 
William W. Thompson's departure on May 31, 1956. Dr. Meechan’s employment began on July 14, 1956, 
replacing Dr. William D. Swancutt who left on July 31, 1956. Dr. Parker, the psychologist, was on duty 
at Morningside Hospital 3 days a week at Dec. 31, 1955, and began full-time employment on Aug. 1, 1956. 
2} secretarial-clerical employee works part time only, as needed. 
3 2 secretarial-clerical employees work part time. 
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APPENDIX B 





Benefits to Wayne W. Coe during the period Jan. 1, 1986, to Dec. 31, 1955 


Salary as officer_. 


Personal expenses charged to company operating expense accounts: 
Wages of domestics and gardeners at Coe residence 
Architeet fees on Coe residence 
Repairs on Coe residence and Coe beach property 
Insurance premiums on Coe residence 


Insurance premiums on Coe ranch, Stanfield, Oreg 
Insurance premiums, Coe beach property--.--...-...--.----------------- 
Depreciation on additions to Coe residence and beach property. - ------- 
Depreciation on company automobiles used exclusively by Coe family 
Groceries, clothing, gifts, gasoline, and other charges 


Total charged to company operating ex — lla ciel Rad ce 
Estimated additional personal expenses a to company expenses 


Total personal expenses charged to company-operating expenses 


Personal expenses charged to company general and administrative expense accounts: 
Premiums pete on life insurance — i Wayne W. Coe where the company 


was not the beneficlary.._- 
Travel expense. _......_....-.-- 


Telephone, telegraph, and other. 









Total personal expenses charged to company general and administrative expense 


accounts. .... 


Personal expenses for additions to Coe residence and Coe beach property charged t to: company 


fixed asset accounts, less depreciation shown above. - 
Proceeds from sale of company livestock, retained by Mr. Coe (1943- 54 ‘only 
to Earl and George Coe 


tats cepa eecievce heed clini tnin hcdusniindn ennai pe aint ia indent Ricca oie 


Seen ecessees ~—-- 


y). 
Share of profits—net profits including items entered in surplus accounts, es distributions 


een ceewocee= rs 


$503, 500 


24, 925 


pe 
283s 


aiyy 
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46, 307 


1, 824 
43, 930 


358, 083 
1, 137, 413 





MINORITY REPORT 


The majority report is misleading and carries conclusions as state- 
ments of fact. 

The report criticizes the manner in which the Department of the 
Interior has carried out its responsibilities for the care and treatment 
of the insane of Alaska under the provisions of the act of February 6, 
1909 (35 Stat. 600, 601), as amended, and alleges that the cost has 
been excessive; that an improper profit has been made by the company. 

It charges that the Department should have taken more affirmative 
steps to obtain another hospital, despite testimony which clearly 
established the fact that since 1915 the Sanitarium Co. (Morningside 
Hospital) has been the sole bidder. 


Under the provisions of the act of 1909, as amended, the Secretary 
of the Interior was authorized to— 


contract, for one or more years, with a responsible asylum, 
sanitarium, or hospital west of the main range of the Rocky 
Mountains submitting the lowest responsible bid * * * (48 
U.S. C. 46). [Italics supplied.] 


The evidence presented at the hearing clearly established the fact 
that, within the limitations imposed by law, the Department had 
made every effort possible to obtain bids from other institutions. 
Efforts were also made to have the patients treated at institutions 
under the jurisdiction of the United States Public Health Service, 
but all without success. 

The Department, in 1953, communicated with the governors of the 
States of Washington, Oregon, and California in a further effort to 
have the patients placed in institutions of those States. Those States 
were unable to furnish the needed facilities or provide proper care. 

The report is misleading in stating that the Department of the 
Interior had been fully advised by its own medical officer on conditions 
at Morningside Hospital and that, under the terms of the contract, 
the Department should have taken steps to support his recom- 
mendations. 

The medical officer, Dr. George F. Keller, was present during at 
least part of the hearings but the staff did not call him as a witness. 
It may be that the staff or the majority of the subcommittee felt that, 
if this had been done, Dr. Keller’s testimony would not have been 
favorable to their preconceived case. The subcommittee must have 
been aware of what Dr. Keller would have to say, having been sup- 
plied with copies of his correspondence with the Department of the In- 
terior. In addition, an affidavit had been obtained from the doctor. 

The report criticizes the hospital for failure to institute a boarding- 
out program as provided by the contract with the Department of the 
Interior. The report fails to state that the boarding-out program was 
under the supervision of the medical officer. Since Dr. Keller, the 
medical officer, was not called as a witness, the subcommittee was 
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hardly in a position to ascertain what efforts, if any, he made in carry- 
ing out a proper program for boarding out patients. 

he report even criticizes the Department for failure to provide the 
medical officer with stenographic assistance. In this connection, it is 
interesting to note that the Director of the Office of Territories testified 
that, in a conversation he had with Dr. Keller at the time of his visit 
to Morningside Hospital in January 1955, the latter indicated that his 
need for a secretary never amounted to more than 2 hours a day. 
Further, there was testimony to the effect that, when the services 
of a stenographer were required, they were made available. 

In the interests of fairness, the subcommittee should have called 
Dr. Keller so that he could have been questioned on the manner in 
which he discharged his responsibilities under the contract entered 
into between the Department of the Interior and the Sanitarium Co., 
on June 18, 1953. That contract provided in section 6 (a) that— 


the medical officer shall direct and supervise the acceptance, 
the welfare and treatment, and the release of all patients. 


Public Law 743 of October 14, 1942, also stated in section (f): 


“Medical officer’? means the Federal medical officer super- 
vising the psychiatric care and treatment of the patients in 
any medical institution. 


The majority admits that from 1955 to the time of the hearings 
many improvements were made at the hospital and that the deficien- 
cies noted in the previous reports were being eliminated and at the 
time of the hearings no justifiable, substantial complaint could be 
made. 

The report would give all the credit for such improvements to the 
repeated surveys made by competent individuals and groups and par- 
ticularly to the investigations by congressional committees. It is 
interesting to note that the first visit of a congressional committee to 
Morningside Hospital occurred in April of 1955 when the Subcom- 
mittee on Territorial and Insular Affairs of the House Committee on 
Interior and Insular Affairs visited Morningside Hospital for the pur- 
pose of holding hearings on bills that had been introduced that would 
provide for the hospitalization and care of the mentally ill of Alaska. 

Actually the credit for the improvements referred to in the majority 
report should be given to the Department of the Interior for negotiat- 
ing a much improved contract in 1953 as the result of studies made by 
Drs. Henry C. Schumacher of the United States Public Health 
Service and Winfred Overholser of St. Elizabeths Hospital. them 

Following the execution of the 1953 contract, the Department of 
the Interior requested Dr. Thomas Parran, former Surgeon General 
of the United States, to make a study of the health; problems in 
Alaska, including the mental health program. In his report, Dr. 
Parran states: 


The institutions discharge rate per 1,000 patients was 164.3, 
almost exactly the national rate 164.6. The death rate in 
Morningside was 60.2 per 1,000 under treatment, while the 
national rate was 65.3. This indicates good physical care, 
particularly because many patients have tuberculosis on 
admission. 
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In our judgment, the so-called chronic patients at Morning- 
side Hospital are receiving as good, if not better, custodial 
care than is rendered in many State mental hospitals. Every 
person who is up and about is actively engaged either in 
occupational therapy or in work about the farm, grounds, or 
buildings, which is known as industrial therapy. 

A limited but creditable psychiatric treatment is em- 
ployed for patients who are acutely ill with a mental disease. 
At the time of our visit—and for many months before that, 
we were told—no patient was under any kind of restraint. 

The open men’s ward was not even locked at night, yet 
for many years there had been virtually no runaways. 

There should be no objection to the practice of selected 
patients working at household tasks, about the grounds, or 
on the well-run farm, since the tasks do not appear arduous 
and their hours of work were reported to be reasonable. We 
were told also that such assignments were on a voluntary 
basis and were much sought after by the patients, who were 
deprived of them for uncooperative behavior. 


The majority report criticizes what it refers to as “insufficient 
professional staff and inadequate facilities.” This statement is in- 
compatible with the testimony presented. The professional expert, 
Dr. [vor Campbell, testified that Morningside Hospital did not main- 
tain a nursing staff sufficient to meet the standards set by the 
American Psychiatric Association. However, in response to ques- 
tioning, Dr. Campbell admitted that no State institutions met such 
standards (hearings, p. 464). Dr. John H. Waterman, another 
witness, admitted that the Oregon State Hospital was far below the 
association’s standards (hearings, pp. 507-509). 

The majority, in reaching its conclusions, ignored completely the 
report of the North Pacific branch of the American Psychiatric Asso- 
ciation which stated that the medical staff at Morningside Hospital 
is adequate in number and training (hearings, p. 772). 

Furthermore, the hospital is on the list of accredited hospitals 
published December 31, 1957, by the Joint Commission on Accredi- 
tation of Hospitals. It is one of only approximately 70 mental 
hospitals in the United States and Canada included on this list, after 
being surveyed by the Central Inspection Board of the American 
Psychiatric Association. 

The inspection leading up to this listing took place before the 
committee hearings were held in Portland; and followed an inspection 
request from the hospital, made before any congressional interest was 
shown in Morningside. 

It seems strange that when evaluated in cooperation with the 
American Psychiatric Association, Morningside qualifies as an ‘‘accred- 
ited hospital’? but when rated by a subcommittee, whose qualifications 
for evaluation of psychiatric treatment include recent studies in such 
unrelated fields as electric power, land acquisition policies, government 
of offshore areas of the United States, and saline water conversion, is 
found wanting. 

The majority report is critical of the financial operations of the 
Morningside Hospital. While we disapprove of irregular financial 
transactions, we question the propriety and necessity of the subcom- 
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mittee inquiring into them. Since the matter had already been 
referred to the Internal Revenue Service for investigation as to 
possible violations of the tax laws, it appears the inquiries by the 
subcommittee were uncalled for. 

Undoubtedly prior to 1953 there existed certain abuses in the use 
of patient labor at Morningside but the Department of the Interior is 
certainly to be commended for correcting these abuses through the 
1953 contract. No evidence was presented indicating patient labor 
abuses occurring between the time of the execution of the 1953 con- 
tract and the transfer of the responsibility for this program to the 
Territory of Alaska. The preponderance of testimony reveals that 
the use of patient labor was of therapeutic value to the patient. 


CONCLUSIONS 


1. The Department of the Interior was neither negligent nor 
indifferent to the need to provide proper care and treatment for the 
mentally ill of Alaska despite the fact that it did not have available 
the required competent medical personnel and technicians to admin- 
ister the program and notwithstanding acts of Congress which limited 
the Department’s authority to contract only with hospitals west of 
the main range of the Rocky Mountains. 

2. The conflict of testimony and evidence presented at the hearings 
makes it difficult to reach a proper conclusion concerning the adequacy 
of the professional staff at Morningside Hospital. There is no ques- 
tion that the standard of care and treatment was considerably im- 
proved following the execution of the 1953 contract. 

3. The record clearly shows that the Department of the Interior 
attempted in good faith, but without success, to interest both private 
and public institutions in providing hospitalization for the mentally 
ill of Alaska. 

4. Mr. Coe’s bookkeeping irregularities were under competent 
review by the Bureau of Internal Revenue, and the subcommittee’s 
preoccupation with them during the hearings and in the report was 
neither proper nor warranted. 

5. If the Department of the Interior was remiss, it was in failing 
to dispense with the services of Dr. Keller, who as medical officer 
apparently had failed in carrying out his responsibilities as provided 
by the contract between the Department of the Interior and the 
hospital. 

6. The 1953 contract was without question a vast improvement 
over the one executed in 1948. It eliminated the alleged abuses con- 
cerning the use of patients’ labor and required higher standards for 
the burial of deceased patients. 

7. The several surveys and reports made by Drs. Schumacher, 
Overholser, and Parran were instrumental in correcting deficiencies 
that existed prior to 1955 in the care and treatment of the patients. 

Victor A. Knox, 
Cuarues B. Brownson, 
Jack WESTLAND, 
Ciare E. Horrman, 
Minority Members, 
Public Works and Resources Subcommittee. 





ADDITIONAL VIEWS OF HON. CLARE E. HOFFMAN 


Since 1910, under legislation enacted by the Congress, the mentally 
incompetent Alaskan patients have been cared for by the Sanitarium 
Co., an Oregon corporation chartered in 1899, which operated the 
approximately 400-bed capacity Morningside Hospital at Portland, 
Oreg. The corporation had previously received Alaskan patients since 
1904. 

Wayne W. Coe is president of the corporation, owns 598 of the 600 
shares of stock of the company, the other 2 being owned by his wife 
and the secretary of the company. He, though not a physician, directs 
the operation of the hospital. 


THE ISSUE 


Insofar as this committee was concerned, the real issue was whether 
over the years the patients had been receiving proper physical and 
mental care and Sciiknabist and presumably, if they were not, what, 
if any, legislation should be enacted which would bring about the 
desired result. 

THE COMMITTEE REPORT 


The committee report gives or attempts to give the impression 
that 

(1) The hearings were (a) nonpartisan and (6b) impartial; 

(2) Wayne W. Coe had converted to his own use funds properly 
belonging to the corporation; 

(3) The food served to the patients was inferior in quality and 
quantity; 

(4) The patients at the hospital were abused and misused; 

(5) As the result of criminal ieee patients died; 

(6) Because of “insufficient professional staff and inadequate 
facilities’ patients at the Morningside Hospital, hereinafter 
referred to as the “hospital,” had received ‘inadequate care and 
in some cases outright mistreatment and abuse” and, prior to 
1955, the conditions at the hospital were “wholly unjustifiable” ; 

(7) At the time of the investigation, the hospital was “in- 
adequately staffed”’; 

(8) The people of Portland, Oreg., and the professional mem- 
bers of the hospital staff are individually and, as a group, cruel 
and heartless—condoned abuse and mistreatment of the men- 
tally ill committed to the Morningside Hospital; 

(9) The Department of the Interior has, over the years, been 
negligent and indifferent to the welfare of the patients; had paid 
an exorbitant price for their care, 
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(1) 


To support the contention that the hearings were nonpartisan, the 
committee calls attention to the fact that the hearings covered a 
10-year period (1948 to 1957) during which both Democratic and 
Republican administrations were in control. 

That at least one editorial writer on the scene gained a contrary 
impression is indicated by the following excerpts ‘from an editorial 


which appeared in the Oregon Journal (Portland) on September 26, 
1957: 


Now that the hullabaloo surrounding the Chudoff com- 
mittee’s investigation of Morningside Hospital has subsided, 
one wonders why the hearing was held, what if anything it 
accomplished, and what excuse there can be for congressional 
hearings geared to political considerations and sensationalism, 
rather than to a determination of the facts. 

* * * + * 


We thus return to the original question: Was the Chudoff 
committee’s investigation necessary, proper, and productive? 

In light of the fact that Alaska soon will have its own 
mental hospital facilities anyway, and the evidence that 
Morningside is a good mental hospital, we doubt it. 

In fact, the Portland hearing had all the earmarks of a 
costly, disruptive political show—one we could have done 
without. 


The evidence was overwhelming, however, that it was not until the 
1953 contract was negotiated by the Republican administration that 
the abuses here complained of by the subcommittee were corrected, 
and the Department of the Interior officials, recognizing their lack of 
experience and the need of technical assistance to meet their responsi- 
bility for the care and treatment of the mentally ill of Alaska, under- 
took the Parran study, and the subsequent review by Dr. Shumacher. 
The vast improvement in the carrying out of this program as admitted 
by the subcommittee majority actually commenced with this adminis- 
tration in 1953. 

Unquestionably, during the period from 1910 down to the date of 
the present hearings, some complaints involving but a few individuals 
were made, criticizing the treatment of the patients at Morningside. 
But such complaints are not unusual. It is a matter of common 
knowledge that, in connection with the operation of every hospital, 
public or private, where those mentally ill are cared for, complaints 
either from the patients, their relatives, or disgruntled or discharged 
employees are not unusual. Congressmen need but to recall the com- 
plaints they receive about the treatment of patients in veterans’ hos- 
pitals, sometimes justified, and, when justified, invariably resulting in 
improved procedure. 

Beyond question, complaints critical of the situation at the hospital 
resulted in a steady, continuous improvement until, when the hearings 
were held, some witnesses testified that the conditions and treatment 
there given were better than in some State institutions. 

In connection with the operation of Morningside Hospital, com- 
plaints have resulted in committee inspections, notably, a committee 
headed by Dr. Schumacher, another headed by Dr. Overholser 





MORNINGSIDE HOSPITAL 49 


(3 weeks in Alaska), and another, again headed by Dr. Schumacher, 
all of which made reports which were critical, though at times com- 
mendatory and helpful. 

A special subcommittee of the Subcommittee on Territories and 
Insular Affairs of the House Committee on Interior and Insular 
Affairs, Hon. Edith Green, Oregon, presiding, held hearings at 
Morningside Hospital, Portland, Oreg., on April 7, 1955. The full 
committee subse rae in its report on H. R. 6376 (H. Rept. No. 

1399, dated July 25, 1955, 84th Cong., Ist sess., to accompany H. R. 
6376), providing for the hospitalization and care of the mentally ill 
of Alaska, stated certain facts, conclusions, and recommendations 
which are pertinent here and are included as exhibit A. 

That report was not especially critical of the manner in which the 
hospital was operated. Undoubtedly, that hearing by the House 
Subcommittee on Territories and Insular Affairs contributed to the 
enactment of the Alaska Mental Health Act (Public Law 830, 84th 
Cong.), which the Department of the Interior had advocated since 
1954. 

The present committee report refers to the complaint made by the 
Comptroller General’s Office. True, that agency is an arm of the 
Congress; it does an excellent job; but, after all, its activities are 
carried on by individuals subject to the same frailities which apply 
to the rest of us and in the instant case, after an investigation by its 
representatives extending from February to the date of the hearings, 
about 7 months, GAO came up with the complaint that Wayne W. 
Coe, who from a practical standpoint owned the corporation which 
operated the hospital, had used its funds for his personal benefit— 
a charge which Coe did not deny and which he stated was the fault of 
his auditors and attorneys. It had already gone to the Internal 
Revenue Service of the Department of the Treasury and to the 
Department of Justice—to which the committee now belatedly refers 
it. 

Referring this matter to the Department of the Treasury, Internal 
Revenue Service, is but a repetition on the part of the subcommittee 
majority. This was done 2 years ago by the House Committee on 
Interior and Insular Affairs, following the submission of the first audit 
of the Sanitarium Co. by the GAO. For this subcommittee to waste 
time on an admitted situation was obviously dictated by partisan 
polities. 

The contention that the hearings were impartial finds no support in 
the record. Quite the contrary. From beginning to end, the com- 
mittee’s staff and at least two members of the majority acted as prose- 
cutors who were thoroughly convinced that those actually operating 
Morningside had abused, misused the patients, failed to give them 
the care and attention customarily available in institutions which 
care for the mentally ill, and that those responsible for its operation— 

the Department of the Interior—had been negligent in its over- 
sight job. 

There was some color of substantiation for practically all the charges 
made by a zealous, partisan committee staff. But that testimony as 
a rule came from witnesses who had been discharged because of in- 
competency, or lack of attention to their duties, or from biased or 
prejudiced witnesses. 
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And on top of that kind of testimony, much of it hearsay, came the 
refusal of the chairman of the subcommittee to permit the accused, 
appearing before the subcommittee, personally, to disprove under 
oath charges which had been made. 

F urthermore. as stated in the minority views, the subcommittee 
failed to call to the witness stand its chief witness against the Sanita- 
rium Co. and the Department of the Interior—namely, Dr. George F. 
Keller, the Government’s medical officer at Morningside—despite 
repeated assurances by Chairman Chudoff throughout the hearings, 
and as late as 2 hours before the completion of the hearings, that this 
witness would be called. The chairman apparently realized that 
Dr. Keller, in eiiiitinty by other witnesses, had been discredited, 
and that to call him would damage the case for the subcommittee 
majority. 

Dr. Keller had been subpenaed and was present at the hearings. 
The failure to call him is significant since he was the person who had 
been at the hospital throughout the period under investigation who 
would logically be the best witness. 

Impartial? The hearings partook of the nature of an inquisition. 

The charge that Wayne W. Coe had misappropriated the funds of 
the corporation has been answered. When upon the stand and 
questioned, without any hesitancy whatever, he answered every 
question asked, made no attempt to evade or cover up any of his 
conduct. He stated the bookkeepers and the auditors kept the 
books which were correct; that he had little or no knowledge of the 
internal revenue laws or procedure; that he relied upon his attorneys; 
that he had no objection to the Department of Justice inquiring into 
his activities in connection with the operation of the hospital, and 
with whatever judgment was rendered he would willingly conform. 

He did not deny the use of corporate funds for some of his personal 
activities—evidently considered that, being the owner of all the 
stock except two shares, and those being in the hands of his wife 
and the company secretary who made no objection to the use of 
corporate funds, from a practical standpoint he was the owner of the 
corporation. 


(3) 


The contention that the food served to the patients was inferior in 
quality and quantity was not substantiated. The overwhelming 
weight of testimony is that the food was of good quality, and that it 
was sufficient in amount. In none of the reports, at no time in the 
hearings did anyone testify that any patient, from 1910 to the date 
of the hearings, showed any evidences of emaciation due to the lack 
of food or its quality. A witness or two did testify that he did not 
consider the food tasty. 

The writer’s experience in hospitals leads him to the conviction that 
no matter how good, how well prepared the food furnished may be, it 
never is quite as tasty as that prepared at home. The same criticism 

might be made of the food in the House restaurant. Guests of Con- 
gressmen praise the occasional meal as delicious. Congressmen who 
eat the same food day after day sometimes have other opinions, 

If the law requires that in institutions of this kind there be employed 
a licensed dietitian, then Coe was at fault. He for years employed a 
cook who did not have an appropriate certificate from an institution of 
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learning. However, the prosecution’s own witnesses were forced to 
admit under questioning, and some voluntarily did admit, that the 
food was sufficient, was well prepared, that the patients appeared to 
be well fed. 

It was my privilege to arrive in Portland 2 days prior to the opening 
of the hearings. Without notice to anyone, a lengthy inspection of 
the facilities was made. One building after another was carefully 
inspected; beds were stripped ; room corners were looked into; spots 
where dust or dirt might be “swept under the rug” were inspected ; 
food bins were examined: the refrigerator plant was inspected; the 
cooking was observed; and with a dish in one hand and a fork and a 
spoon in the other, I inspected every single place where food was 
being prepared, from the peeling of the potatoes to the dishing up of 
the food, and sampled the food, raw and cooked. Meals were also 
eaten both where the attendants and the patients were served. The 
food was ample and good. In some instances the food was not as 
tasty as that which is served at home, some dishes lacking salt, 
some having too much—that is, in the opinion of the eater—but the 
good wife who has served me meals for fifty-odd years has heard 
somewhat similar complaints on occasion. 

The buildings were clean and bright, surprisingly so, the rooms 
cheerfully and tastefully decorated. 

The patients exhibited a degree of friendliness toward the visitors, 
the attendants, and the physicians which was surprising in that in an 
institution of this kind some ill will or at least lack of cordiality might 
normally be expected. 

There were a number of patients, including small children, who 
seemingly had no mentality at all. They were merely living organisms. 
The diapers, the other clothing on the infants and the smaller children, 
were not only Jooked at but were felt and, during the whole trip, which 
took almost a day, but two diapers were found which were damp. 
The bedding was clean and in order. 

The other minority member of the committee who attended the 
hearings made a similar trip the next day and before the hearings 
opened. 

These inspections were made prior to the convening of the hearings 
and not a single member of the subcommittee staff or member of the 
committee gave testimony or intimated that he had made a similar 
examination prior to the opening of the hearings. In fact, the mem- 
bers of the committee stated that they had not. The staff went into 
the hearings with the apparent conviction that the facilities were 
inadequate, that the patients had not been properly treated, that, in 
fact, they had been misused. True, the report does state that the 
committee members with one exception visited the hospital but the 
report adroitly neglects to state that those visits were made either 
near or after the closing of the hearings. 


(4) 


There was an attempt to show that the patients had been misused 
and abused. 

There is testimony that 10 years ago, in 1948, an epileptic patient 
was found dead in the boilerroom where he had been working with a 
hot water hose. Whether or not he had been scalded, the cause of 
death was not determined (hearings, pp. 294, 295, 437). 
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This epileptic patient, at his own request, assisted in tending the 
furnace and had been doing so without accident for at least 4 years. 
His desire to do so was manifest by evidence uncontradicted that on 
occasion he would sit on the step outside the boilerroom, waiting to 
be admitted, and, on the arrival of the attendant, verbally abuse him 
because of the delay or if he was not then immediately admitted. 

The committee might as well have indicted all auto drivers because 
thousands are killed each year through the use of motor transportation 
as to charge that either attendants or physicians in this hospital were 
criminally negligent because of the death of this patient. On a charge 
of negligent homicide based on similar evidence, no judge would per- 
mit a case to go to a jury. True, hearings are not governed by law 
but they should be governed by procedure which insures fair play and 
justice. 

Certainly, the death should not have occurred; but, until human 
activities are perfected, unfortunately there will be unavoidable acci- 
dents. Far greater would have been the complaint if all epileptics 
were confined. 

Bitter complaint was made because on one occasion a patient who 
had been gavaged by an attendant subsequently died. The attendant, 
as the writer recalls, was one Dorrance M. Snyder, whose testimony 
will be found in the hearings on pages 10-55. He was cross-examined 
at length by counsel and members of the committee apparently in an 
effort to show that he was incompetent, negligent, or both. He had 
been employed in other hospitals. He had served in the Army for 
approximately 4 years, part of that time in the 23d Field Hospital. 
While there he administered “hypos, gavages, lavages.”’ 

To show the attitude of the chairman and committee staff, note 
that the witness, who was ill on one occasion while in the Army and 
also after he came out, was forced over objection (by his attorney, Mr. 
Netzorg) to tell the nature of the illness (hearings, pp. 13-17). In- 
asmuch as there was no claim that he was ill while at the hospital or 
that his previous illness affected his ability to efficiently perform his 
duties, just why was he required to tell the nature of his illness while 
at the veterans’ hospital and after his discharge from the service? 

It will be remembered that the Supreme Court has held that a 
congressional committee has no right whatsoever to force a witness to 
answer questions when neither the question nor the answer is relevant 
to the current inquiry. 

After forcing the witness to give this private information in the 
confidence supposedly afforded by an executive (secret) session, and 
despite the chairman’s promise (hearings, p. 24) 


This transcript will not be available to the public. This is 
for the sole use of the committee— 


the subcommittee made the testimony a part of the public record 
(hearings, p. 275). 
(5) 


The contention that, as a result of criminal negligence, patients had 
died has to a certain extent been answered. It may be helpful, how- 
ever, in determining the weight to be given to the testimony intro- 
duced in support of that proposition, to take a look at the testimony of 

i pertinent parts of which on this point will be found at 


Dr. Campbe 
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pages 432-434. Dr. Campbell testified like a professional expert 
witness. He expressed a professional opinion which was based upon 
the examination of the hospital files of patients who died long ago 
and which he had recently examined and which he stated were in some 
instances incomplete and inaccurate. He admitted basing his opinion 
upon the statements of attendants, and, believe it or not, upon the 
statements of employees of GAO who admittedly knew nothing about 
the facts and who based their statements upon the statements made 
to them by hospital employees. 

The following colloquy is revealing in this regard (hearings, p. 433): 


Mr. Horrman. And you are not basing your opinion upon 
any additional information other than that contained in 
those records before you, or are you, that’s all I want to 
know? 

Dr. CampsBE.u. There is additional information which was 
supplied to me by the investigators, that in certain of these 
cases, attendants had given them statements, and I am bas- 
ing—I am basing part of the—of my report, findings, 
upon these accusations or declarations as made * * *. 


It is doubtful if any Member of the House can cite a more absurd 
unfair, unreliable way for an expert to arrive at an opinion than that 
shown by this record. 

This professional expert witness, Dr. Campbell, never saw one of the 
patients whose record he examined and about whose treatment he 
gave an opinion. 

What he was doing when he testified was engaging in Monday 
morning quarterbacking without ever having witnessed the game or 
heard it described over the radio. When he charged that a physician 
had been criminally negligent and that that neglect had resulted in 
the death of a patient, he was challenged, but when the accused 

hysician sought to answer that charge with his own testimony and 
oe the testimony of two reputable physicians, the request was denied 
and they were told that they might insert their statements in the 
record (hearings, pp. 482-484). The law and common decency 
requires that an accused be confronted by witnesses, that cross- 
examination be permitted, and so do the rules of this committee. 

If congressional committees are to permit witnesses to make charges 
of criminal negligence resulting in death, charges that tend to degrade, 
they should at least give the accused an opportunity to appear in 
person after the charge is made and to produce witnesses as to his 
professional qualifications. 

Rule XI, paragraph 25 (m) of the Rules of the House of Repre- 
sentatives states as follows: 


If the committee determines that evidence or testimony at 
an investigative hearing may tend to defame, degrade, or 
incriminate any person, it shall— 

Receive such evidence or testimony in executive 
session ; 
Afford such person an opportunity voluntarily to 
appear as a witness; and 
(3) Receive and dispose of requests from such person 
to subpena additional witnesses. 
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Rule 14 of the Committee on Government Operations reads as 
follows: 


The Rules of the House, together with the rules specified 
herein, shall govern the procedure of the committee. 


Any other course will eventually result in resentment and a loss of 
confidence in the fairness of congressional hearings. 


(6) 


Permit another citation to the hearings which shows the attitude of 
at least two of the majority members and the staff toward the investi- 
gation. 

For years the Department of the Interior had the responsibility for 
the care of the mentally ill of Alaska. There were no governmental 
facilities in Alaska or in Oregon in which these patients could be 
treated. As stated, contracts with the Sanitarium Co. for this care 
at Portland, Oreg., had been made by the Department of the Interior. 

For a number of years, in an effort to secure better terms of govern- 
ment treatment for the patients, the duration of the contracts was 
limited to a year. It may be unfortunate that no other acceptable 
bids were made. But there is no charge, not even a hint, that the 
contracts were entered into because of any improper influence. There 
just were no other bidders. 

In 1956 the 84th Congress enacted Public Law 830, which gives the 
Territory of Alaska authority to care for its mentally incompetent. 
The Territory assumed the responsibility for the care and treatment 
of the Alaskan insane on February 23, 1957 (hearings, p. 826). At 
the time of the hearings facilities in Alaska were not available; hence, 
patients continued at Morningside. The records of the patients were 
at the Morningside Hospital. That it was the sense of the House of 
Representatives that such records should be kept confidential is indi- 
cated by the fact that the bill as it passed the House on January 18, 
1956, contained provisions to that effect. The section in question 
was deleted in the version as finally passed by the Senate. 

However, the same provision was included in subsequent legislation 
passed by the Legislature of Alaska. On March 26, 1957, the Terri- 
torial Legislature of Alaska enacted legislation which, among other 
things, provided that, and I quote: 


All certificates, applications, records and reports, other 
than an order of a court or Commissioner made for the pur- 
poses of this Act, and directly or indirectly identifying a 
patient or former patient or an individual whose hospitaliza- 
tion has been sought under this Act, together with clinical 
information relating to such patients, shall be kept confiden- 
tial and shall not be disclosed by any person except insofar 
as— 

(i) the individual identified, or his legal guardian, if 
any (or if he be a minor, his parent or legal guardian), 
shall consent; or 

(ii) disclosure may be necessary to carry out any of 
the provisions of this Act; or 
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(iii) a court may direct, upon its determination that 
disclosure is necessary for the conduct of proceedin: 
before it and that failure to make such disclosure would 
be contrary to the public interest. 

+ * *# * * 


Any person violating any provision of this section shall be 
guilty of a misdemeanor and subject to a fine of not more 
than $500.00 or imprisonment for not more than one year, 
or both (ch. 87, SLA 1957, sec. 127). [Italics supplied.] 


Notwithstanding the statutory provisions above quoted and the 

rotests of counsel, the hospital records which carried information 
rom the date a patient entered the hospital until he was discharged 
or deceased, and which showed his condition and the treatment given 
him during all of that period, were introduced in evidence. These - 
records, because they contained communications between physician 
and patient, were privileged. Because of the statutory provisions 
cited they were not subject to examination by the GAO employees, 
committee staff, or by the committee itself, without the consent either 
of the patient, his guardian, or a court order. 

Nevertheless, the committee, over the objection of counsel for the 
hospital, of minority members, forced their production (hearings, pp. 
5-10). It is no answer to say that the files were assigned a number— 
that the name of the patient was not then made public. The statute 
is mandatory that the identification of a patient shall not be made 
either directly or indirectly. 

The confidential files, though stated by Dr. Campbell to be inade- 

uate and inaccurate, to a degree coverup files, the chairman never- 
the less permitted to be used as a part of the foundation for the answer- 
ing of hypothetical questions by Dr. Campbell. 

A congressional committee departs a long-long way from what might 
be considered proper procedure, commonsense, and good judgment 
when it permits an expert to charge individuals with misconduct, with 
criminal negligence, when that charge is based upon hearsay and the 
opinions of others. It is doubtful if any Member of the House ever 
before heard of an expert giving an opinion which was based upon the 
opinion of another individual and in one instance when that reporting 
individual relied upon the opinion of a second individual. 


(7) 


The contention that at the time of the investigation the hospital 
was inadequately staffed is, if perfection is the standard, undoubtedly 
true. But the weight of the testimony, even though it came from 
adverse witnesses, is that the staff compared favorably with that of 
other hospitals. 

Volunteer organizations made up of experts formulated certain 
desirable requirements which in their opinion should be complied with 
not only in hospitals caring for the mentally ill but in other hospitals. 
There is no question but that the Morningside Hospital did not 
comply with these standards. It is equally true that many another 
hospital, both public and private—and it was so admitted—do not 
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comply with those standards (hearings, pp. 507, 509). Perfection 
in the treatment given in the best of hospitals has not yet been 
attained. 

It was charged that Coe had violated the Oregon law having to do 
with the hours of employment and, perhaps, minimum wage provisions. 

Coe made no denial of the charge as to hours but stated such 
instances were exceptional and that at the time nurses or attendants 
were not available and he had the choice of violating the law or 
letting the patients go without care. The nurses worked and appar- 
ently they made no complaint—have, so far as is known, not acted 
on the committee’s helpful hint that they sue for overtime. Com- 
mittee members and staff forget some render service for other than 
dollars. 

Just what course the committee’s staff or the critical members of 
the committee would have followed when longer hours of service were 
needed was not put on the record. It can hardly be contended that 
the hospital employee who has reached the deadline for employment 
should another employee not be available, walk off the job and let the 
patient suffer or die. 

I recall an incident where, not so long ago, a mechanic on the 
airfield, having reached the quitting hour, walked off and left a repair 
job not quite completed. Unfortunately, at the takeoff the plane 
crashed. Had the boss at the airport repair shop insisted that the 


employee complete the job before leaving, he undoubtedly would have 
violated the wage and hour law. 


(8) 


Reading the report as a whole, a stranger to the record or the facts 
would be justified in concluding that the people of Portland, Oreg., 
and the professional members of the hospital staff are a cruel, heartless 
group which over the years condoned abuse and mistreatment of the 
mentally ill committed to the Morningside Hospital. Such an infer- 
ence has no basis in fact. Such a conclusion would be not only untrue 
but absurd. 

Morningside had a consulting staff of a score or more specialists, all 
men of high standing in their profession and community. Morning- 
side was operated adjacent to, yes, practically in, Portland. These 
staff members visited the hospital as did many other professional 
visitors. (See partial list, hearings, p. 792.) Various groups have 
used the hospital for educational purposes (hearings, p. 794). Were 
they so heartless and hardened that they would fail to report abuse and 
malpractice? Certainly not. The answer: The alleged misman- 
agement, abuse, and ill treatment just did not exist. 

The staff members consulted patients there (hearings, p. 377). 
Medical students visited the hospital. 

It is inconceivable that there could exist for so many years, in the 
vicinity of Portland, a hospital where patients were treated in the 
manner which this report would indicate. The report and its infer- 
ences, if accepted, is a reflection not only upon the intelligence but 
upon ‘the humanitarian characteristics of the people of Portland and 
was on occasion so resented by the press of that city. 

Search the record carefully and it will be found that as the years 
went on there was a steady improvement in the physical facilities and 
in the treatment of the patients. 
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(9) 


It will be noted, as previous reports are read, that Dr. Overholser, 
whose ability is not questioned and who is in no way biased, suggested 
and recommended in his report that the mentally ill of Alaska be 
cared for in Alaska. 

Beyond question, the good doctor knows as much or more about 
the care which is desirable for a mentally ill patient than anyone else. 
However, it may be permissible to question his opinion as to where 
that treatment can best be administered. He apparently was think- 
ing about desirability rather than about what was possible or prac- 
tical. Now, it is true that it would be helpful if the relatives of 
patients, under some circumstances, might have the opportunity to 
visit them. But it is questionable whether the treatment of a patient 
should be limited by the desire of those who are interested in his 
recovery. 

Because of the information then at hand, I voted for the bill which 
would have provided for the treatment of the mentally ill of Alaska 
in Alaska. Based upon what I learned at Portland and elsewhere 
subsequent to that vote, my opinion is that it would be a grievous 
mistake to attempt at this time to treat the Alaskan mentally ill 
patients in Alaska. 

Putting aside completely the comparative costs, considering only 
the welfare of the patients, it seems obvious that because of the 
remoteness of Alaska (oh, yes, I have heard about air transportation), 
of its lack of facilities, it would be practically impossible to entice 
physicians, experts, those qualified to care for the mentally ill, to 
permanently reside in Alaska. And this is no reflection upon Alaska, 
its present condition, its probable growth, or the intelligence of its 
people. Qualified experts in physical and mental diseases do not in 
sufficient number lecate in cities of relatively small population. If 
you doubt that, ask yourself where the hospitals for the mentally ill 
which give the best treatment are located. In my judgment, the 
patients’ interests demand that they be cared for either at Portland 
or someplace where those qualified to give them the best of care 
are available. 

If anyone questions the accuracy of any of the statements in the 
minority report or in the additional views, my suggestion is that he 
read, not excerpts from the record, but the record. 

While reaffirming my subscription to the conclusions in the fore- 
going minority report, I wish to add those set forth below. 


CONCLUSIONS 


1. The record disclose that the hearings were neither nonpartisan 
nor impartial. 


2. While Wayne W. Coe admitted a technical misuse of corporate 
funds, the subcommittee was not justified in inquiring into a situation 
which they knew in advance of the hearings was being reviewed 
carefully by the Internal Revenue Service (hearings, p. 540). In- 
clusion of this extraneous material in the hearings and in the report— 
material beyond the scope of the investigation—can only be intended 
for aggravation. 

3. The food was inferior in neither quantity nor in quality but was 
rather of good quality and sufficient in amount. 





aa 


i 
i 


ee NLT ET SE EE a LT 


a LS Pe TE TT TL ae I A IT TT 





58 MORNINGSIDE HOSPITAL 


4, The patients were not mistreated or abused. On the contrary, 
the record and the examination by the minority members demon- 
strated that the patients were receiving kindly care and attention. 

5. The evidence does not support any allegations that deaths 
occurred in the hospital as a result of criminal negligence. 

sh Facilities at Morningside Hospital appeared to be adequate and 
easant. 
7 7. The report constitutes an unwarranted, unfavorable reflection 
on the pone of Portland, Oreg., and the professional members of the 


hospital staff. 
Clare E. Hoffman 
CiareE E. Horrman., 
Exuisit A 


[From H. Rept. No. 1399, dated July 25, 1955, 84th Cong., 1st sess., to accompany 
H. R. 6376, providing for the hospitalization and care of the mentally ill of 
Alaska (pp. 3-4)] 


HISTORY OF THE CARE OF THE MENTALLY ILL IN ALASKA 


The history of Federal responsibility for the care and treatment of 
the Alaskan mentally ill dates from the act of Congress, June 6, 1900, 
which provided that the Governor of Alaska should contract for the 
care and custody of persons legally adjudged insane. The first call 
for bids under this act was for one person and a contract was let with 
the Oregon State Insane Asylum. 

The powers of the Governor were transferred to the Secretary of 
the Interior in 1905 and the present program is based upon the act 
of Congress dated January 27, 1905, as amended. 

The major revision in Federal legislation has been the act of October 
14, 1942, which provides for reimbursement for the costs of care and 
treatment. This act further has provisions for discharge of patients, 
boarding out, and the transfer of nonresidents to other institutions. 

The act of June 25, 1910, provided for the construction and opera- 
tion of detention hospitals at Nome and Fairbanks. The Nome 
hospital was never constructed. A building was erected at Fairbanks 
but was never used in connection with the treatment of patients but 
only to house patients until they were sent to the States, if committed. 
Other than this instance, there have been no provisions made in the 
past for hospitalization in the Territory. 

Congress has specifically denied to the Territorial Legislature 
authority to amend or repeal the existing Federal law pertaining to 
the commitment of the mentally ill (48 U. S. C., sec. 24). Alaskans 
have consequently been committed to a mental institution pursuant 
to a Federal statute (48 U.S. C., sec. 47), and they have been cared 
for and treated in a private hospital under contract with the Depart- 
ment of the Interior (48 U.S. C., sec. 46). The Federal Government 
bears the total cost of the commitment, transportation, care, and 
treatment of Alaska’s mentally ill. 

Since 1910, the Secretary of the Interior has contracted with 
Morningside Hospital at Portland, Oreg., for the care and treatment 
of the Alaska mentally ill. The current contract is effective from 
July 1, 1953, to June 30, 1958. In early 1953, the Department of the 
Interior issued a call for bids for this service. The Sanitarium Co., 
operator of Morningside Hospital, was the sole bidder. The current 
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contract provides for a monthly payment per patient of $184 per 
month. This base rate is adjusted every 6 months based upon the 
average of the United States Bureau of Labor Statistics Wholesale 
Price Index for All Commodities. 

In July 1949, the Department of the Interior appointed a committee 
headed by Dr. Winfred Overholser, Superintendent of St. Elizabeths 
Hospital, to study the problem of Alaska mental health. After a 
3-week visit to Alaska, during which time public hearings were held 
in Juneau, Sitka, Palmer, Anchorage, Nome, and Fairbanks, the com- 
mittee submitted its report on February 10, 1950. In summary, the 
Overholser committee recommended the following changes to be made: 

1. Development of a comprehensive mental health program 
under the Territorial department of health. 

2. Emergency treatment and observation centers in most of 
the general hospitals to be operated by the Territorial department 
of health. 

3. Model legislation being drafted by the then Federal Security 
Agency should be modified to meet Alaska’s situation and 
adopted. This legislation should provide for voluntary admission 
and hospitalization and abolition of the archaic jury system of 
sanity hearings. 

4. Amalgamation and unified direction of all public mental 
health services under the Territorial department of health. 

The Overholser committee also recommended (1) the construction 
of an adequate modern mental hospital in Alaska; (2) the establish- 
ment of a 50-bed treatment center at Sitka, Alaska; and (3) arrange- 
ment whereby the Territorial government would take over and operate 
the completed facilities. The recommendations of the Overholser 
committee have been incorporated in varying degree in Alaska mental 
health legislation introduced in the Congress since that date. 

In June 1952, the Department requested Dr. Henry C. Schumacher 
of the Public Health Service and Miss Mary E. Corcoran of the 
National Institute of Mental Health to make a survey concerning the 
care and treatment of Alaskan insane patients at Morningside Hos- 
pital. The survey made by Dr. Schumacher and Miss Corcoran 
dealt with the adequacy of the facilities and the professional services 

rovided. 
: In recent years, the patient load at Morningside Hospital has been 
in the neighborhood of 345. At the end of fiscal year 1955, 359 
patients—232 males and 127 females—were under care. On June 30, 
1954, 345 patients—225 males and 120 females—were under care. 
During fiscal 1954, 77 putients were admitted, 44 patients were 
discharged, and 18 were paroled. 





NEED FOR-THE LEGISLATION 


Although the commitment, care, and treatment of the mentally ill 
of the territories are generally regarded as inherent responsibilities of 
the respective Territorial governments and although these responsi- 
bilities have been assumed by most such governments, such is not the 
case with the Territory of Alaska. Responsibility was initially as- 
sumed by the Federal Government because Alaska at that time had 
no local government. Congress specifically denied the Territorial 
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Legislature authority to amend or repeal the existing Federal law 
pertaining to the commitment of the mentally ill (48 U.S. C., sec. 24). 
Alaskans have consequently been committed to mental institutions 
and cared for and treated in a private hospital under contract with 
the Department of the Interior pursuant to Federal statutes referred 
to above. 

The existing program of hospitalization, care, and treatment of 
Alaska’s mentally ill established in 1905 has numerous shortcomings 
and inadequacies. The commitment methods are archaic and in- 
humane and the care and treatment methods leave much to be desired. 
This legislation will correct many of the injustices reflected upon the 
mentally ill patients and will place Alaska under supervision of the 
program recommended by the United States Public Health Service of 
the Department of Health, Education, and Welfare and the Office of 
Territories of the Department of the Interior. H. R. 6376 is patterned 
after the Draft Act Governing Hospitalization of the Mentally Ill, a 
publication of the United States Public Health Service, and is recom- 
mended for favorable consideration by the Council of State Govern- 
ments. 

(Then goes on with sectional analysis.) 





ADDITIONAL VIEWS OF HON. VICTOR A. KNOX 


I arrived in Portland a couple of days in advance of the hearings. 
Since I had been denied any information relative to the nature of the 
inquiry before I left Washington, I took advantage of the opportunity 
to go out to Morningside Hospital in order to have some of the funda- 
mental facts before me when the hearings convened. I arrived 
unannounced and toured the entire hospital. Regardless of what 
may have been the situation at Morningside in the past, I was inter- 
ested in ascertaining what the situation was at the present. 

I explored all of the food storage and food preparation areas of the 
hospital and looked into the refrigerated and nonrefrigerated food 
storage spaces. I inspected the dining rooms. I sampled meals for 
both patients and employees and found them well prepared and of 
adequate appeal. 

While the 1-story buildings were not fireproof, a sprinkler system 


was installed and every precaution required for buildings of that type 
seemed to have been taken. 


The entire plant was clean and well tended. 

I found conditions there, generally speaking, to be possibly equal 
or superior to that of the many State hospitals with which I had 
become familiar during 16 years with the Michigan State Legislature. 

I had the privilege of touring Morningside Hospital with Dr. 
Langdon and was greatly impressed with some of the things that he 
told me as we made the tour. I was shown pictures of social affairs 
sponsored by the hospital, in which the staff members and patients 
participated together. I think this is something that should be 
recognized as a commendable function, one you do not often see in 
mental institutions, but I believe it is one that will greatly assist in 
the restoration of the patient to normal life. 

I observed that the hospital was not a place of confinement. There 
were no wards that were under lock and key. The open-door program 
is part of the community therapy which has been developed at the 
hospital through the years. 

I conversed with employees and patients and visited with the social 
worker from Alaska. I could not help but be impressed by the high 
morale of the patients. As I accompanied Dr. Langdon on his 
rounds I noted the friendly greetings which the patients directed at 
him—a situation that one would not normally expect in an institution 
of this type. It is my judgment that the patients were not only well 
fed and clothed but treated with sympathy and understanding. 

I was much impressed with the degree and efficiency of the isolation 
of the tubercular patients at Morningside. Patients who have active 
tuberculosis and are under treatment for it are kept in a ward designed 
specifically for this. It was my observation that the control program 
is more rigid than at many other hospitals for the tubercular. Vis- 
itors were given masks to wear as they approached the ward, which 


were disposed of as they left. Other precautions struck me as being 
more than adequate. 
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I believe it would have been well if the majority, too, had gone out 
and visited the hospital prior to the hearings. Perhaps, then, they 
would not have clung so determinedly to their preconceptions. 

Although the investigation and hearings were presumably held for 
the purpose of determining the adequacy of the care of the patients 
at Morningside, it seems to me that certain reliable evidence bearing 
on the subject was not even sought. The professional staff of the 
hospital was supported by consulting doctors in the city of Portland 
who, in the normal course of events, would have great knowledge of 
the care and treatment of the patients and conditions at Morningside. 
However, the chairman at no time permitted these consultants to 
testify. Thus, quite possibly what might have been the most au- 
thoritative evidence as to whether or not the patients received ade- 
quate care and treatment was never entered in the record. 

The Surgeon General of the United States and the United States 
Public Health Service, by the terms of the Alaska Mental Health Act 
(Public Law 830, 84th Cong.), are charged with certain responsibili- 
ties in supervising the mental health program of the Territory of 
Alaska with reference to funds appropriated by the Congress. The 
United States Public Health Service has made a complete study of the 
operations and treatment programs at Morningside Hospital. Many 
of the reports made in this connection are a part of the record of the 
investigation of this subcommittee. Subsequent to these inquiries 
the plan of the Territory of Alaska to continue to use Morningside 
Hospital until facilities are available in the Territory to care for their 
patients has been approved and a new contract has been entered into 
between the Territory and the hospital for this purpose. 


Victor A. Knox. 
Victor A. Knox. 


O 
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Hovsr or REPRESENTATIVES, 
Washington, D. C., May, 28, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the committee’s 25th report to 
the 85th Congress. The committee’s report is based on a study made 
by its Public Works and Resources Subcommittee. 

WiuuraM L. Dawson, Chairman. 
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ALASKA NATIVE LOAN PROGRAM 


May 28, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


TWENTY-FIFTH REPORT 


SUBMITTED BY THE PUBLIC WORKS AND RESOURCES 
SUBCOMMITTEE 


On May 21, 1958, the Committee on Government Operations had 
before it for corisideration a report of its subcommittee entitled, 
“Alaska Native Loan Program.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy to 
the Speaker of the House. 


PRELIMINARY STATEMENT 


In southeast Alaska, there are a number of small native communities 
which derive their livelihood almost exclusively from salmon fishing 
and canning. Many of these communities have organized themselves 
as legal entities under corporate charters pursuant to the Wheeler- 
Howard _ as amended and supplemented.’ As such they partici- 

ate in a am of Federal economic assistance administered by the 

ureau 0 Indi ian Affairs (hereinafter referred to as the Bureau), which 
is an agency of the United States Department of the Interior. This 
economic assistance is, in fact, credit assistance from a revolving credit 
fund authorized by section 10 of the act.? A brief analysis of the 
statutory basis for the native loan program in Alaska will be found 
in appendix A, infra. 


1 Act of June 18, 1934, secs. 16 and 17 (48 Stat. 984, 987, 988 8. C. 476 and 477). The act of roves . 
1936, sec, 1 . Stat. 1250; 25 U. S. O. 473a). The Whesle Howard ‘Act is also known as the Indian Re- 


organization Act 
48 Stat. 986, 25 U. S. C. 470; 49 Stat. 1250, 25 U.S. C. 473a. 
i 
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Under the native loan program, the Bureau of Indian Affairs has 
made loans from the revolving fund to 13 community associations.’ 
The loans are of three types; capital loans, for the acquisition of can- 
neries; operating loans, to provide funds to assist in annual operation 
of the canneries; and loans to be used in the relending program. 
Loans of the last type are made to the associations for relending to 
their members for the purchase or repair of fishing boats. Interest 
rates for these loans vary with the type of loan.‘ 

Loans of the first 2 types (for the acquisition and operation of salmon 
canneries) have been made to 4 community associations, each of which 
now owns a cannery purchased with such loan, as follows: 





Date can- 
Official name of association Business name of cannery — pur- 
c 
Hydaburg Cooperative Association. ___...-.-- aes Cooperative Association Cannery 1939 
vision. 
Angoon Community Association __..........-- ned Teay Oaleae 00... so .6 cco ncn cscccces 1948 
Organized Village of Kake__-._......__..-.---- Ce OS ee eee eae 1950 


Klawock Cooperative Association -_...-.....-- Klawock-Oceanside Packing Co-_-___.....--_.- 1950 


Loans for relending have been made to the above 4 community 
associations and 9 others (all in southeastern Alaska), as follows: 


Craig Community Association 
Hoonah Indian Association 
Organized Village of Kasaan 
Ketchikan Indian Corporation 
Metlakatla Indian Community® 
Petersburg Indian Association 
Sitka Community Association 
Tonuak Indian Credit Association 
Wrangell Cooperative Association 


This report will deal primarily with the native loan program as it 
affects the four community associations now owning canneries financed 
with revolving-fund money, namely, Hydaburg, Angoon, Kake, and 
Klawock. These associations received most of the money loaned. 
However, the committee’s recommendations concerning the Govern- 
ment advances for relending by the associations apply to all com- 
munity associations now participating in this phase of the native loan 
program. 

The general repayment situation under the native loan program is 
not good now. For the most part, this is a reflection of poor economic 
conditions within the Alaska salmon industry as a whole, which, in 
turn, are largely a reflection of the continued downward trend of the 
salmon runs. However, other factors discussed in this report are also 
responsible for the difficulties in the native loan program. 

A summary of the financial condition of the cannery and relending 
operations of the aforementioned four community associations is 
contained in appendix B, infra. 

3 Regulations of the Bureau covering the credit assistance program are in 25 C. F. R. 1956 Supp., 21.1- 
21.18 (25 C. F. R. 21.19, entitled ‘‘Loans to Encourage Industry’”’ was approved February 18, 1957.) 

4 The interest rate for loans for operation of business enterprises is 444 percent. Loans to organizations 
for relending to members carry a 2-percent interest rate; the organizations then relend at 3 percent. Capital 
loans for the acquisition of canneries were made at a time when the interest rate was 1 percent. See 
25 C. F. R. 1956 Supp. 21.6, and hearings, p. 167. 


5 The Metlakatla community association also owns a salmon cannery, doing business as Annette Islands 
Canning Co. This cannery operation, however, is not financed by the United States. 
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On February 15, 1957, the Alaska Territorial Senate adopted a 
memorial addressed to, among others, the House Committee on 
Government Operations. The memorial urged the investigation of 
certain alleged practices and policies on the part of the Bureau of 
Indian Affairs in the administration of the native loan program.® As 
a result of this memorial, the Public Works and Resources Subcom- 
mittee held hearings in Juneau, Alaska, on September 23 and 24, 1957, 
regarding the operation and administration of the loan program. 

The subcommittee received testimony from numerous witnesses, 
including Delegate E. L. Bartlett; members of the native communities 
concerned, among whom were the council presidents of 2 of the asso- 
ciations; the managers of 2 of the native-owned canneries; the second 
vice president of the Association on American Indian Affairs, the late 
Dr. Charles Russell; present and former representatives of the Juneau 
area office; and, from Washington, the Chief of the Bureau’s Branch 
of Credit. 

A statement was submitted for the record by the Alaska regional 
office of the United States Fish and Wildlife Service. Additional 
evidence was received in the form of written communications and 
other documents from the Bureau of Indian Affairs. 


CONCLUSIONS 


1. The Bureau is actively seeking to interest private, nonnative 
companies to make proposals to the community associations for taking 
over operation of the native canneries. Despite numerous construc- 
tive recommendations from informed persons, including consultants, 
the Bureau has done little to work for other solutions to improve the 
prospect of profits and yet save for the community associations the 
financial and other benefits of independent operation. 

2. The overall repayment picture for the native loan program is 
poor. The primary cause of this condition is prolonged shortage of 
fish in Southeast Alaska. However, unsatisfactory attitudes and 
acts of Bureau personnel, the managers of the native canneries, and 
the natives themselves, have been contributing causes. 

3. The management of the native-owned canneries has not been 
satisfactory. For instance, 3 managers representing 3 of the 4 can- 
neries, were discharged for cause. Also, two separate reports of con- 
sultants retained by the Bureau (Dr. William A. Schoenfeld and the 
accounting firm of Ernst & Ernst) questioned the experience and 
overall capacity of the hired management of the native canneries 
concerned. In view of this, the committee believes the Bureau is 
unfair in alleging that inexperience on the part of the association 
councils is largely the cause of inefficient cannery operation. 

4. The attitudes of Bureau personnel have not aided the carrying 
out of the objectives of the Wheeler-Howard Act. These attitudes 
reflect complacency and a skepticism of the natives’ capacity to aid 
themselves in their present situation. The Washington office of the 
Bureau seems to regard the natives’ problem in terms of profit and 
loss and to put little emphasis on the fied objectives of the act: To 
help provide, through Indian-chartered corporations, economic enter- 
prises for the Indians’ self-help and self-support, and thus to assist 
them in attaining a wholesome American life. 

6 The memorial is part of a committee print, Alaska Native Service, dated Apr. 30, 1957, for the use of 
the Senate Committee on Interior and Insular Affairs. See hearings, appendix A. 
H. Rept. 1821, 85-2——-2 
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5. It is the committee’s view that the Juneau area office has insuffi- 
cient personnel with the knowledge and experience needed to grapple 
effectively with the complex and often delicate problems, both tech- 
nical and personal, arising out of the community associations’ fishing 
and canning enterprises. The efforts of its few experienced people are 
spread too thin for best results. Because of the remoteness from the 
scene and the limited first-hand experience of personnel of the Wash- 
ington office of the Bureau, the retention by that office of control over 
much of the details of the native loan program conflicts with sound 
administrative practice. 

6. In seeking to insure collections on individual boat loans and on 
advances by the canneries to individual fishermen, the Bureau has in 
the past instituted such devices as attaching cannery wages of the 
debtor’s wife and taking a lien on the debtor’s home. These measures 
the committee believes, were unnecessarily severe and have caused 
misunderstanding and dissatisfaction among the natives with the loan 
program. 

7. Few of the natives in the community associations have the 
training and experience needed to fill the top technical and adminis- 
trative jobs at their own canneries. Many of these positions, there- 
fore, are filled by persons from the outside. The committee believes 
that the Bureau could have done more than it has over the past decade 
in sponsoring training programs to make possible increased employ- 
ment of local native personnel for top jobs. The financial and other 
benefits of such employment to the natives and their communities 
would greatly enhance their self-reliance and sense of responsibility. 

8. The Bureau embarked three of the native communities in 
canning ventures at an economically inopportune time. Since 1942, 
there has been a general downward trend in southeast Alaska both in 
numbers of operating canneries and in total cases packed. This trend 
should have Bees apparent to the Bureau prior to its granting loans 
for cannery acquisition. Furthermore, these canneries were not new 
when acquired, but were purchased from private operators. In one 
instance the cannery acquired (Kake) had not been operated for 3 

ears previously. In the case of at least two communities (Kake and 

awock), there is evidence that the canneries acquired by the 

associations were in poor condition and involved serious problems of 
maintenance and repair. 

9. The natives have experienced numerous unnecessary difficulties 
with respect to their individual cannery and loan accounts through 
inability to obtain adequate explanations or itemizations of the 
charges. These difficulties have caused dissatisfaction and misunder- 
standing within the community associations. 

10. The committee finds that repossessions of fishing boats financed 
under the relending phase of the native loan program have taken 
place in relatively substantial numbers. Also, many more reposses- 
sions are said to be pending. The Bureau has failed to establish well- 
defined standards for determining when repossession should be sought. 
This failure has contributed to misunderstanding among the natives. 
The committee believes that such repossessions should be uniformly 
regulated through fair, farsighted, and at the same time, clear and 


consistent standards made known to all members of the native com- 
munities. 
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11. The committee concurs with the views expressed in the record 
by natives and cannery managers alike that cannery fishing fleets need 
more large boats capable of fishing in the “outside” waters off the 
Alexander Archipelago. In this way, supplies of fish can still be 
obtained in those years when good fish runs do not materialize in the 
‘fnside”’ waters. 

12. While much in the record emphasizes the declining trend of the 
Alaska salmon runs in recent years, the committee notes that there 
is reasonable optimism for the future of the salmon industry in south- 
east Alaska. According to the consensus of qualified authorities, 
continuation of sound conservation research and management will 
probably materially improve the productiveness of the salmon fish- 
eries in that region. 

13. On the basis of the data furnished to the subcommittee by the 
Bureau, the overall native loan program in Alaska appears to be quite 
limited in scope, applied as it is almost exclusively to the salmon in- 
dustry and to the operation of stores and trading posts. The foster- 
ing of a diversity of economic opportunities through new industries 
and enterprises making possible year-round employment would make 
the native communities, particularly in southeast Alaska, less depend- 
ent on the vicissitudes of the salmon runs. 


PRINCIPAL RECOMMENDATIONS 


1. The Secretary of the Interior should examine the staffing and 
administration of the native loan program, review the recommenda- 
tions thereon already made by Bureau personnel and consultants, and 
initiate necessary improvements. The review should also include (a) 
consideration of the attitudes, effectiveness, and workloads of Bureau 
personnel both in Washington and in the Juneau area office having 
responsibility for the native loan program and its operations; (6) the 
general practicability of the special boat financing procedure which is 
sonore as being successfully used by the Metlakatla community 
association; and (c) all possible alternatives to transferring operation 
of the native-owned canneries to private nonnative companies. The 
Secretary is requested to report to the committee the results of his 
review not later than August 1, 1958. 

2. The Bureau of Indian Affairs should give full consideration to 
the granting of such loans to members of the community association 
as will enable them to acquire boats large enough to fish safely and 
efficiently in ‘‘outside”’ waters. 

3. The Bureau should adopt all measures within its authority to 
develop and promote interest in vocational training program which 
would prepare members of the community associations to hold more of 
the top technical and administrative positions in their cannery enter- 
prises. This training should cover courses at vocational schools 
apprenticeship training, and on-the-job training. The Bureau should 
take maximum advantage of its new authority under Public Law 959, 
84th Congress (act of August 3, 1956; 70 Stat. 986). 

5. In view of the Bureau’s present policy of encouraging operation 
of the native canneries by private, nonnative companies, the current 
and as yet only arrangement of this type (between the Kake Commu- 
nity and the Whiz Fish Products Co., Inc.), which has been operating 
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for two seasons, should now be carefully studied and evaluated by the 
commissioner in terms of the long-range advantages and disadvantages 
for both parties. The results of this study should be used as a guide 
in negotiations with any outside private concern for operating any 
of the native-owned canneries. In carrying out this study, the com- 
missioner should make a careful financial audit of the Whiz Co.’s 
operations with the assistance of a representative of the General 
Accounting Office. This recommendation should not be construed 
as the committee’s approval of the Bureau’s policy of seeking to 
transfer the operations of the native-owned canneries to private 
concerns. 

6. The Bureau should develop a program for economic aid to the 
native communities in Alaska embracing other types of industrial 
development in addition to salmon canning. Moreover, the Bureau 
should insure that the native communities in Alaska are thoroughly 
acquainted with the recently adopted program whereby revolving 
fund moneys may be lent to their organizations to be used to encourage 
outside industry to operate in localities where such activity will 
promote the economic development of the natives. Care should be 
taken that this program is both broad and farsighted. To this end, the 
Bureau should make a thorough study of the opportunities for indus- 
trial development in Alaska that will provide additional year-round 
employment for the native population. 

7. In order to encourage a greater sense of responsibility in the 
community associations with respect to the operations of the native 
loan program, the Bureau should carefully formulate a program leading 
to greater participation by the association councils in cannery 
management. 

8. With respect to handling boat repossessions under the relending 
program, the Bureau should operate under a set of specific standards 
which are not only fair and sympathetic to the objectives of the 
program, but clear and definite. The Bureau should take the initiative 
here by organizing a special committee representing the community 
associations concerned, the cannery managers, and the Bureau to 
formulate and recommend specific standards for endorsement by the 
associations and the Bureau. Once established, these standards 
pons be given the widest publicity throughout the Territory of 
Alaska. 


NARRATIVE STATEMENT 
A. FACTORS AGGRAVATING POOR REPAYMENT PICTURE 


1. Bureau’s failure to strengthen natives’ self-reliance and sense of 
responsibility 

Through its administration of the native loan program, the Bureau 
has come to exercise great control over native community associations 
in southeast Alaska. In fact, the involvement of the Bureau in the 
affairs of these communities is so great in the present difficult times 
as to give it literally a power of life or death over the economy of a 
large percentage of some 6,000 Indians in that part of the Territory.’ 
By and large, the Bureau seems to have sonnet its power generously. 


Yet the impersonal fact of this power is undoubtedly always present 
in the minds of the natives. 


7 See hearings, p. 4. 
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Thus, with respect to loans by the community essociations to indi- 
viduals the Bureau supplies the printed forms of the necessary loan 
documents; it investigates the loan application; it approves the appli- 
cation or returns it to the association for revision; it sometimes 
requires that checks against deposited loan funds be countersigned 
and on occasions arranges to take a power of attorney from the indi- 
vidual borrowers to endorse checks; it approves any requests from the 
borrower to move his fishing boat outside a certain specified area; 
it assumes certain rights of the associations with respect to mortgaged 
boats; and it makes the association subject to default penalties if it 
permits violations of agreements with its members. Moreover, the 
Bureau keeps a close watch on all individual loans and in practice 
determines when repossessions under individual loans should be 
begun.° 

In 1954, the Bureau withdrew from the area director in Juneau the 
authority to approve individual loans—except loans to the Metlakatla 
community association—and reconcentrated it in the Commissioner. 
This was a clear rebuke not only to the area office but to the native 
communities. 

Significantly, the Bureau has now shortened the term of individual 
loans under the relending program to 1 year. This is, of course, an 
additional measure of rigid control leading to potential hardship to the 
borrower. One cannery manager testified he thought a longer term 
program would be better than the year-by-year method.’ Another 
manager expressed himself as not knowing just what the policy behind 
the 1-year loans is, although he added that the fisherman was not 
expected to pay off his boat loan in 1 year." 

The Bureau also controls other operations of the community 
associations besides the relending program. For example, the 
associations may hire and fire their own cannery managers only with 
the Commissioner’s approval. Yet the Commissioner can discharge 
the manager without association approval: Similarly, although the 
associations pay for the audits, the selection of the accounting firm to 
audit its operations is approved by the area director of the Bureau. 
In fact, the council cannot even instruct its manager to obtain addi- 
tional cannery insurance without the approval of the area director.” 

The Bureau’s control is well illustrated in the 10-year agreement 
executed in 1956 between the Kake community association and the 
Whiz Fish Products Co., Inc., under which the company operates 
Kake’s salmon cannery. Section 2 provides: 


2. Authority of Commissioner.—The rights and privileges 
of Kake under this agreement shall require approval of the 
Commissioner or his authorized representative. The Com- 
825 C. F. R., 1956 Supp. 21.13, 21.10; Form 5-866 (b) (Alaska) (revised); mimeographed form JO-N R-9. 
§ Cf. letter, x eting Area Director, Juneau, to staff director, Public W orks and Resources Subcommittee, 
dated August 30, 1957, which contains such statements as: 


«* * * It is anticipated that action on at least one and possibly more boats will be again recommended 
to the council this fall unless fishing results by then are better than in the past.’’ 


* 7 * 7 * . * 
“Legal action will apparently be needed to levy on available assets for any recovery.” 
* * * * * * * 


‘*Will recommend to council that it follow throngh on this latter case. Two additional loans will be reeom- 
mended to the corporation for liquidation this fall in order to protect its interests and those of the 
Government.” 


* * * . * * * 

“Tt is very probable that we will need to recommend to the council the liquidation of one loan this fall.’’ 
10 See hearings, p. 125. 

11 See hearings, p. 130. 

12 Cf. contract for management cooperation of Hood Bay Salmon Co. approved, April 30, 1956, secs. 6, 7, 23. 
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missioner oy exercise any of the rights and privileges of 
Kake under this agreement. 


The president of the Klawock Council, Senator Frank Peratrovich, 
summed up the matter with this testimony: 


Well, we in the villages have left that part of it more or less 
to the Juneau office, because I think if you will read the con- 
tract, you will see that the association, the council, practically 
every major decision that we made, that this body, the coun- 
cil, made, had to be either approved by the Juneau office or 
the Commissioner of Indian Affairs. There is nothing, or a 
very minor part of this operation, where we can go ahead and 
say, ‘““This is it.”’ * 


Another expression of the feeling within the native communities 
came from Mrs. Stella Martin, a witness from the Kake community: 


We have been told that the canneries are ours, and yet we 
do not run them ourselves. They are subject to the Alaska 
Native Service. It always goes back to them again.” 


That the Bureau regards it as prudent to maintain careful supervi- 
sion over the cannery and relending operations of the community 
associations is understandable. At the same time, the unavoidable 
effect of this supervision on the association councils and their members 
is to inhibit self-reliance and independence. 

Disturbed conditions in the Angoon community are reflected in a 
letter to William H. Olsen, area director of the Bureau in Juneau, from 
Samuel G. Johnson, council president of the Angoon Community 
Association. The letter is dated September 23, 1957.5 It states in 
part: 


The policy which governed the association under the 
administration of Charles Hawksworth, who was area direc- 
tor of the Alaska Bureau of Indian Affairs at that time, was 
very considerate and indicated that the community associa- 
tion showed promise and would fulfill that for which the asso- 
ciation was organized. 

For some reason this policy was changed by the Indian 
Office when it took away its governing power. The result of 
this gave the Juneau Indian office full control of the asso- 
ciation. As president I was accused by my people of bein 
responsible. I tried to explain to them that the council ha 
no power and that the Juneau office had the full control, not 
the council, and that changes in policy were made by the 
Indian office there and not by the council. This did not 
make things any better. 


Another factor undermining the independence of the natives in the 
community associations is seen in the Bureau’s persistent efforts with- 
in the past 2 or 3 years to obtain transfer of the native canneries to 
private operation. This policy, which clearly demonstrates the 
Bureau’s lack of confidence in the capacities of the community asso- 

18 See hearings, p. 32. 


14 See hearings, p. 93. 
16 See hearings, p. 95. 
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ciations, was expressed by Mr. William H. Olsen, the Bureau’s Juneau 
area director, in a mimeographed, undated Report to the People: 


We're attempting to get our canneries set over to private 
industry so that they may be assured of a businesslike oper- 
ation that will be conducive to their success. * * * '® 


The first appearance of this policy was in 1954 when, after 3 years 
of losses, the Klawock Community Association cannery was leased to 
G. P. Halferty, Inc., and Oceanic Fisheries, Inc. The lease operations 
that year resulted in the loss of $63,000 to the community association; 
the Halferty company reportedly made a profit of approximatel 
$100,000." The Department of the Interior subsequently admitted: 


The way the season turned out, if the cannery had been 
operated by the association, it probably would have “broken 
even” or even made a small profit on the production of its 
own fleet." 


The president of the Klawock Council testified at the hearings that, 
when the 1954 lease was made, the council was “not consulted on any 
of the provisions.” '® Instead, the Bureau simply presented them 
with a Hobson’s choice. 

The second transfer of a native cannery to private operation involved 
the cannery at Kake. In 1956, a 10-year agreement was negotiated 
with the Whiz Fish Products, Inc., under which the company closed 
its own cannery at Tyee and assumed operation of the native-owned 
cannery at Kake, 23 miles away. The consolidation of the Kake and 
Whiz company’s fishing fleets and fish traps, and the Whiz company’s 
relief from its former overhead costs at the Tyee cannery, have resulted 
in a small profit for the Kake Community Association. 

The Commissioner of Indian Affairs subsequently instructed the 
area director in Juneau to engage in further efforts to solicit private 
operation of the other 3 native-owned canneries. Only one proposal 
(for operation of the Hood Bay Angoon Cannery) has thus far been 
received, although the area director testified about “feelers” tendered 
by another private concern. 

The Hood Bay Council rejected the proposal regarding its cannery 
because, although it would have reduced the risk of operating loss, it 
also would have limited the association’s profits. Taneelier, the 
Bureau presented the council with a virtual ultimatum that if it lost 
money on 1957 operations as it had in 1956, then the year 1957 ‘“‘may 
be the last year financing will be furnished for operation of the cannery 
by the village association.” ” 

It appears that the Bureau’s policy is not merely designed to seek 
economies from consolidation. It looks beyond that to the ‘‘business- 
like operation’ which it assumes private industry can provide. There 
are two sizable flaws in this assumption, however. First, the private 
segment of the Alaska salmon industry has not been able, over the 
past 10 years, to show that it has any formula for successful operation 
of its own canneries. Second, the Bureau itself has implied that 
the real reason for the profits under the Kake-Whiz arrangement is 


16 See hearings, p. 148. 

17 See hearings, p. 34. 

18 Letter, Administrative Assistant Secretary, Department of the Interior, to chairman, Public Works 
and Resources Subcommittee, dated December 19, 1957. 

19 See hearings, pp. 34-40. 

20 Committee print, Alaska Native Service, pp. 13-14, see hearings, pp. 201-202. See also hearing, p. 114, 
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the combining of operations under a single plant and not simply 
operation by private industry.” 

An arrangement like the Kake-Whiz operating agreement commits 
the native community associations to a passive, dependent status for 
a long period. It forecloses the community association’s participa- 
tion in the management of its enterprise. This certainly will not pro- 
mote self-reliance and a sense of responsibility on the part of the natives. 

Mr. Hugh J. Wade, former area director of the Bureau of Juneau, 
testified: 


* * * There may be no intention on the part of the Bu- 
reau to abandon the financing of these properties but from 
reading the papers and talking with individuals who come to 
me from these various villages, I cannot help but conclude 
that the Bureau is seriously considering a change that might 

result in the native villages losing the equity that they have 
acquired the past few years in these properties. As other 
witnesses have pointed out, there have been statements at- 
tributed to the BIA officials that they do plan to abandon the 
financing of these canneries and the fishing fleets. There 
have been editorials in the local paper that one cannot but 
attribute to these officials that the financing of these can- 
neries is now considered a socialistic movement and should 
be abandoned as soon as possible and turned over to private 
enterprise for operation. I can see nothing socialistic in the 
movement. I have always looked upon the Wheeler- 
Howard Act as a miniature RFC for the native people in 
which loans were made to these communities for purchase of 
canneries when financing could not be secured through pri- 
vate financial institutions. * * * # 


The Hood Bay cannery manager testified: 


It has always been my feeling, if these canneries are going 
to do the best thing for the people, they should be operated 
by the people, by themselves.” 


Delegate Bartlett’s testimony on this point is a pithy summation 
of the case: 


* * * Another alternative, which was likewise initiated by 
the Bureau of Indian Affairs and which represents a philo- 
sophy which to the best of my belief and knowledge is still 
maintained, provides for the taking over of co-op canneries 
by private operators. 

This is what I object to. This is what so many Alaskans 
object to. We assert that it represents an abandonment of 
a plan which held such great promise, and had such a great 
potentiality. We know that the private salmon industry 
always looked at the co-op setup with extreme disfavor. The 
industry has been against it. Now, in the instance of Kake, 
and in the instance of the other co-op canneries as well, if 
the Bureau of Indian Affairs can find takers, private op- 
erators will be in the saddle. 





21 According to the Department of the Interior, the Whiz company, too, “undoubtedly would have lost 
money” on its Tyee cannery had it continued to operate independently in “competition for the limited sup- 
ply of fish in the area (Committee print, Alaska Native Service, p.13, See hearings, p. 201.) 

22 See hearings, pp. 103, 104. 

23 See hearings, p. 114. 
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The hope for a solid fishing economy benefiting the’ Indians 
will have disappeared. It will be gone. Their only hope will 
lie in working for wages and that will mean simply a¥con- 
tinuation of their subsistence level of life. They and their 
children will not be able to look hopefully to the future as 
they were able to do in the days when the Wheeler-Howard 
Act was applied to Alaska without impairment.” 

9 


2. Canneries acquired at inopportune time 


One of the native canneries was acquired in 1948 (Angoon-Hood 
Bay) and two were acquired in 1950 (Kake and Klawock). As the 
Department of the Interior has observed, these three canneries were 
acquired at a time when the fish runs were decreasing.” Further- 
more, since 1952, the downward trend of the fish runs has been even 
sharper.”® 

The failing salmon runs have been accompanied by a high mortality 
rate among cannery ventures in southeast Alaska. In 1946, there 
were 41 plants operated. In 1956, there were only 23. Moreover, 
25 different cannery companies made their entry or their exit in 
southeast Alaska between 1946 and 1956.” 

In addition to the factor of the declining fish runs, there is evidence 
that the canneries acquired by the Kake and the Klawock community 
associations in 1950 were constructed of inferior material and in a 
poor state of repair. The Kake cannery had stood idle for 3 years 
prior to 1950, and it was necessary under the Kake-Whiz agreement 
to undertake an extensive program of repairs and replacements. 
The Klawock cannery was old when acquired, and before it was put 
in operation needed repiling, decking, and dock repair. Later, a 
weak foundation under the fuel tanks collapsed with the loss of the 
stored oil.” 


8. Bureau’s inaction on recommendations for improvement 


On September 15, 1952, the accounting firm of Ernst & Ernst 
submitted to the Bureau a report of its survey of the management and 
financing problems of the native-owned salmon canneries. This 
was pursuant to a contract between the firm and the United States 
dated June 27, 1952. It leveled important criticisms against the 
canneries’ general organization and management, financial structure, 
and the functions of the native council and organization members 
and made concrete recommendations for overcoming the deficiencies 
noted. 





2% See hearings, p. 1. 

25 Committee print, Alaska Native Service, p. 5. See hearings, p. 193. 

26 The overall trend can be seen from the following figures for the salmon pack in southeast Alaska taken 
from Pacific Fisherman, yearbook number, January 25, 1957, p. 91: 


[Figures given in millions of cases packed] 
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PU: Fhe ein cdot awed a 2.7 FE diab cw cekcncedtinbddatndabsadpasan 2.5 
I si ok x saicenihtin dak a ied aati tonndiaaamamaci ne 2.0 FO cris niaipisa tihng 1.9 
1940 eta eae ane idistiedatnttunadsbscnteieabsinat aoomnusil 2.0 
WONG ol es cb edad 5 tee ea 4.3 hie ciahtR dccplnibegec tara Saks tietiecitact iat coe L3 
Wks ia ccad daiaacinntindntehaainliabctaa 2.7 Me ethcitinnhanntchnGennines taasieane sien 1.0 
TO os nddencudiaseanadaneeaouaanaaiaaied 1.9 WE nas nanapintsguecceasiuwicainn aces 1.3 
Shee CEL hae kant bias 2.0 Se ci danica/ che ta Rela tnieietinhcetleatid ack ha 0.8 
1945 Welitntha ds tatlenswaenid nadeelaieie 1.5 is deere th ccaindisdcinntaiiewtinihdiowamictniettes 1.0 
NE shia citnind Gee dict mcchiaddimsanineiane 1.5 


27 See hearings, p. 12. 

28 Table on 1946-56 salmon packs of native-owned canneries and predecessors available in subcommittee 
files. See hearings, p. 12. 

29 See hearings, p. 40. 
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Regarding management, it recommended consolidating the manage- 
ment of the canneries under a qualified general superintendent of 
proved management ability. As to financial structure, it recom- 
mended that profits of early years be used to build up operating capital 
instead of being applied to the long-term debt and that depreciation 
funds should be earmarked for reinvestment in plant and not applied 
on long-term debt. Citing loan and managers’ contract violations 
of an unavoidable nature, it recommended also that the restrictions 
on these loans and contracts be fixed on a realistic basis with insistence 
on adherence thereafter. Furthermore, on the basis of its conclu- 
sion that both operating and management training benefits would 
result, the report made specific recommendations for achieving a 
greater degree of native participation in cannery management. 
Excerpts from this succinct and illuminating report by Ernst & Ernst 
are printed infra, as appendix C. 

In May of 1953, another consultant, Dr. William A. Schoenfeld, 
submitted his report to the Commissioner. Dr. Schoenfeld reached 
substantially the same conclusions as the earlier Ernst & Ernst report 
regarding the canneries’ general organization, management, and finan- 
cial structure. His principal recommendation was a broader form of 
consolidation than that proposed by Ernst & Ernst. It was that 
certain operations of the native-owned canneries “be consolidated 
into a federated, cooperative corporation.” 

Dr. Schoenfeld summarized the reasons for this consolidation and 
urged that not only the Bureau of Indian Affairs but the members of 
the community, associations be made thoroughly familiar with these 
reasons.* They are: 


1. To aid chartered communities in question in meeting 
the “financial squeeze’’ present upon them. 

2. To hasten the end of Government lending and subven- 
tions. 

3. To place the particular Indians involved on the par 
with other citizens of the United States, as independent pro- 
ducers and businessmen. [Emphasis supplied.] 


Additional noteworthy comments by Dr. Schoenfeld are set forth as 
appendix D, infra. 

Other experienced persons have also recommended changes in 
management, operating, and fiscal procedures. 

Mr. Hugh J. Wade and Mr. Harry J. Pedersen, former area director 
and area credit officer, respectively, long ago recommended to the 
Commissioner that a centralized accounting system for the native 
canneries would save money and increase efficiency.” 

The president of the Klawock Council, Senator Peratrovich, 
asserted the need for someone in the Juneau office with broad knowl- 
edge and experience to act as a general superintendent such as several 
of the important commercial packing companies now employ.” He 
also testified that 2 years ago he had suggested the purchase of 6 
big boats for the cannery fleet to engage in the more profitable outside 
fishing.** 

"90 The moribund state of the Ernst & Ernst and Schoenfeld recommendations, so far as the Bureau is 
‘oneerned, can probably he judged from the present area director’s confusion with respect to them, He 
testified that he was not familiar with the 1952 Ernst & Ernst report but that he believed he had read the 
Soret sang sage. Yet, the Ernst & Ernst report is reproduced in toto in the Schoenfeld report. 
q ot er cheng ae director, Juneau, to Commissioner, dated August 13, 1953, re Klawock cannery audit report, 


32 See hearings, p. 26. 
33 See hearings, p. 33. 
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Mr. E. L. Grimes, the manager of the Klawock & Hydaburg can- 
neries also urged the purchase of bigger and improved boats and equip- 
ment. In addition, he suggested a procedure whereby title to fishing 
boats would remain in the association while the skipper built up his 
equity and proved his capability. 

Evidence of concrete action by the Bureau to implement the fore- 
going recommendations and suggestions is entirely lacking. Thus, 
the committee has seen no indication that any of the Ernst & Ernst or 
Schoenfeld recommendations has been put into effect. In fact, the 
Bureau has offered the following justification for its inaction with 
respect to those recommendations: 


[t]he 1953 fishing season was far more disastrous than had 
been anticipated, making it imperative that immediate 
corrective measures be taken.*® 


That excuse is not convincing, however, since the defects in organiza- 
tion, management, and financial structure pointed out in these reports 
have remained largely unchanged up to the present time. 

The longstanding recommendation of Messrs. Wade and Pedersen 
for a centralized accounting system for the Native canneries has yet 
to evoke action, although it did stimulate an expression of approval 
from the Commissioner’s office.** 

The effect of not obtaining the larger boats, as recommended b 
Senator Peratrovich 2 years ago, is seen in his statement that ub 
boats could then have been had for $30,000 or $35,000 apiece. But 
now, when the need for such boats has become even more apparent, 
their price has arisen to $50,000 or $60,000 apiece.” 

The Bureau has not yet made a thorough study of Mr. Grimes’ 
proposal that the community associations temporarily retain title to 
fishing boats until the prospective purchaser proves his capability and 
builds up an equity. Yet a successful precedent for such a proposal 
has existed close at hand in the Metlakatla Indian community (An- 
nette Islands Packing Co.). 


4. Deficiencies in Bureau’s supervision of the native loan program 
With respect to the Bureau’s operations, the Ernst & Ernst report 
specifically noted this deficiency: 


Based upon our observations, both during this survey 
and through past contacts with the canneries, we are of the 
opinion that the foregoing organizational structure has not 
worked to the best advantage of the associations nor is 
it likely to do so in the reasonably near future. In addition, 
a burden of responsibility and a volume of work has been 
thrown upon the Alaska Native Service beyond which it is 
organized to handle and in many respects beyond the 
technical experience of its staff. 


The Schoenfeld report stated: 


What was not clearly seen at the time was that neither 
the Indians nor the sponsorir¢ officials were too well versed in 
salmon cannery operation. 





44 See hearings, p. 129. 
35 Committee print, Alaska Native Service, p. 12. Se. hearings, p. 200. 
% Letter Acting Commissioner to area director, Juneau, dated August 20, 1953, re Klawock cannery audit 


report. 
1 See hearings, p. 33, 
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In mid-1957 the area director’s office in Juneau began reporting to 
the Commissioner that the Juneau office was not giving adequate 
supervision to the relending program. A letter to the Commissioner 
signed by the area director on July 25, 1957, on the subject of the 
Hood Bay cannery audit report, contained this paragraph: 


The relending program of this organization is not in good 
condition. This is partly due to lack of travel time by em- 
ployees of this office. The program must have supervision to 
be successful. It is also in poor condition because of lethargy 
of the council in taking the ‘‘bull by the horns” as regards bad 
loans. All relending organizations in southeastern Alaska 
are suffering irreparable damage because of lack of time for 
supervision. 

There is evidence that some of the personnel of the Bureau’s Juneau 
office are not well acquainted with details pertaining to the Alaska 
loan program. On the other hand, the present Chief of the Branch 
of Credit came to the subcommittee hearing from Washington and 
proved to be the Bureau’s most articulate witness. He appeared at 
home with a number of details of the Alaska program about which his 
colleagues were vague or uncertain. The area director indicated lack 
of familiarity with the Ernst & Ernst report, with the fact that there 
are different rates of interest for the three types of loans, and that some 
question had been raised about accounts kept by the Whiz Fish 
Products Co., the operator at Kake, although he was the addressee 
of a letter from Ernst & Ernst, dated April 16, 1957, calling attention 
to certain difficulties. The local director of resources indicated un- 
familiarity with the circumstances surrounding the discharge of one 
of the cannery managers who had used funds in an unauthorized 
manner. 


5. Deficiencies in the operating agreement between the Kake community 
and Whiz Fish Products Co., Ine. 

The above contract, approved on May 21, 1956, for a term of 10 
years, contains a number of procedural deficiencies.** 

(a) The provision for renegotiation of certain fixed dollar amounts 
by arbitration proceedings contains no standards to guide the arbi- 
trators in reaching a new dollar figure. 

(6) In this and in other arbitration provisions, there is no procedure 
to be followed when the two party-appointed arbitrators cannot 
agree on a third arbitrator. 

(c) The contract contains no general “disputes or disagreements” 
clause, although there are significant areas of potential controversy in 
the operating arrangement. For example, the company has manage- 
ment function, yet the diverse activities of the cannery manager have 
a critical impact on the lives and fortunes of the community associa- 
tion members, both individually and collectively. A disputes clause 
would establish a mechanism for the adjustment of such disagreements 
arising out of Whiz’ management activities; as, for instance, if the 
company failed to employ available local labor at the cannery. 


6. Negative attitudes of Bureau personnel 


Among the principal contributing factors causing the poor repay- 
ment picture and the lowering of the natives’ morale have been the 


38 The general nature of the contract is discussed at p. 9, supra. 
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complacent and skeptical attitudes of Bureau personnel concerning 
the natives’ capabilities and potential. These attitudes were il- 
lustrated in the Bureau’s insistence on close direction of native cannery 
and related matters, its efforts to have the native canneries trans- 
ferred to private operation, and the minimal steps it has taken with 
respect to many constructive suggestions for improvements in or- 
ganization and management with respect to the native fishery enter- 
prises. Another illustration is the comment of an Assistant Com- 
missioner of the Bureau that there was lack of concern on the part of 
the Juneau office in the operation of the Klawock cannery.” 

Dr. Charles Russell, second vice president of the Association on 
American Indian Affairs and an eminent educator and humanitarian, 
dealt directly with these attitudes when he testified about his interview 
in June 1956 with the assistant area director of the Bureau in Juneau: 


Mr. Romney. What was the last portion of the interview? 
Would you repeat that, please, sir? 

Dr. Russet. He [the assistant area director] said, 
“We go along doing the best we can as problems come up. 
Plans don’t do much good.” He said, “I have been in the 
Indian service for a long time, and there aren’t any plans 
that are now being suggested that have not been tried out 
and failed.”” He said, “You can’t do much with Indians 
anyway,” and that is when I left. 

Mr. Romney. And as a result of that, you decided to go 
out and 


Dr. Russeti. And see for myself.” 


Dr. Russell stated that his version of the conversation was based 
on his ‘‘semishorthand”’ notes of the assistant area director’s answers." 

The assistant area director was present when Dr. Russell so testified, 
and later during the hearing he participated with three colleagues in 
responding to questioning by the subcommittee, without refuting or 
mentioning Dr. Russell’s account of their conversation. After the 
hearing, however, he wrote two letters (September 30 and November 
18, 1957) to the subcommittee chairman, labeling Dr. Russell’s 
remarks as completely false, ‘‘a shameful perversion of the truth,” 
“a disgraceful attempt at character assassination,” ‘‘a deliberate 
smear’ and as being without apparent motive.” However, an 
animus such as that imputed to him seems out of keeping with the 
character of a man of Dr. Russell’s background. Nothing has been 
shown which would in any way indicate that Dr. Russell had any 
ulterior motive in testifying as he did. Unfortunately, he died on 
November 3, 1957, without having had an opportunity to reply to 
the assistant area director’s charges. The committee feels Dr. 
Russell’s allegations are serious enough to warrant consideration by 
the Commissioner. It suggests, however, that the assistant area 
director’s record of official performance and conduct ought to be a 

39 Office memorandum, dated September 23, attached to letter to Commissioner from acting area director, 
Juneau, dated September 14, 1953, re Klawock electricity debt. 

49 See hearings, p. 54. 


41 See hearings, p. 50. 

42 The assistant area director’s letters of September 30 and November 18 are printed in the record of the 
hearings, pp. 179, 180. 

43 The assistant area director’s September 30 letter (received October 2) was not sent to Dr. Russell because 
the subcommittee chairman felt that the verbatim transcript of Dr. Russell’s testimony should first be 
offered to the assistant area director for any further comment he might wish to make. This was done as 


_ as the transcript was available and resulted in the assistant area director’s second letter dated Novem- 
er 18, 
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fairly reliable indication of his real attitude toward the Indians and 
his work with them. 

The Bureau’s policies and statements regarding the native loan 
program indicate a balance sheet approach to what the Congress in 
the Wheeler-Howard Act recognized was basically a broad social as 
well as economic problem. 

This approach is clearly portrayed in a letter to the chairman of 
the Senate Committee on Interior and Insular Affairs from the Sec- 
retary of the Interior, dated April 19, 1957.44 That communication 
is basically a fiscal report, whose major emphasis is on profit and loss. 
Although profits are a concomitant of a successful credit program, 
the committee believes that to limit one’s vision solely to profits 
prevents attainment of the real objective of the program. 

This limited vision is further illustrated by the fact that the revolv- 
ing credit fund, with a capitalization of nearly $15 million (including 
appropriations and accretions), has a current cash balance of $7.8 
million.* In the opinion of the committee, a loan fund exists for 
making loans and not for hoarding. The committee expresses no 
opinion as to whether the Alaska natives have received “more than 
their proportionate share of loans from this fund,’ as stated by the 
Secretary of the Interior.“ 


7. Deficiencies and difficulties in cannery management 


The Bureau has tried to place too much of the onus for the poor 
condition of the native loan program on the community associations 
and their members and not enough on other significant factors, such 
as management. Thus, the Bureau declared: 


* * * Although experienced managers were hired to oper- 
ate the canneries for the village associations, the employers 
of the managers were the largely inexperienced councils of 
the village associations. - Efficient management of the plants, 
consequently, was very difficult * * *.“ 


The record shows that the performance of some of the past managers 
of the native canneries has been deficient. Three of these managers, 
representing the Klawock, Hydaburg, and Kake canneries, were dis- 
charged for cause,“* and the area director conceded at the hearing 
that the discharged managers weren’t “efficient.” “ 

The limitations of the cannery managers were indicated in both the 
— & Ernst and the Schoenfeld reports. See appendixes C and D, 
infra. 


The job of manager of any of the four native-owned canneries is 
burdened with a large number of complex and arduous responsibili- 
ties. Furthermore, in that job the manager occupies an especially 


44 See committee print, Alaska Native Service, p. 4 ff. See hearings, p. 192 ff. 

45 Bureau of Indian Affairs 1957 Annual Credit Report to the Congress pursuant to sec. 10 of the Wheeler- 
Howard Act (25 U. S. C. 470), p. 5. See also hearings, p. 166. According to the annual reports of the Secre- 
tary of the Interior, prior cash balances in the revolving fund have been; June 30, 1954, $4.0 million; June 
30, 1955, $5.3 million. However, the cash balances as of June 30, 1956, and June 30, 1957, were omitted from 
the 1956 and 1957 annual reports of the Secretary. 

46 Committee print, Alaska Native Service, p. 4. See hearings, p. 192. 

47 Committee print, Alaska Native Service, p.11. See hearings, p. 199. 

48 See hearings, pp. 153, 156. 

49 See hearings, p. 153. 

50 See Hydaburg-Klawock manager’s summary of his duties, hearings, pp. 127-128. Seefalso appendix B, 
infra. One ofthe most vital of these responsibilities is the marketing of the salmon pack after the close of the 
fishing season. The hazards inherent in marketing the pack are illustrated by the loss which resulted in 
1957 from poor sales performance on the part of a certain broker marketing the Klawock-Hydaburg pack. 
(See letters to the Commissioner from the area director, dated July 19, 1957, relating to the Klawock and 
Hydaburg audits.) 
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delicate position of having to serve two masters. Although nominally 
the employee of the community association, he is in reality an employee 
of both the association and the Bureau. For example, the Commis- 
sioner not only approves his hiring and firmg by the community 
association but may also discharge him without the approval of, or 
even consultation with, the association. Although the manager is 
charged with responsibility for the cannery operation and relending 
accounts, his selection of the accounting firm to audit these accounts 
requires the approval of the area director. 

The manager’s reports to the Bureau are much more detailed than 
similar reports required from managers of private canneries.” 

In such an atmosphere of potential conflict, even the most con- 
scientious manager would sometimes feel the need to adjust his 
actions so as to refrain from antagonizing the Bureau. Such a 
situation is obviously unhealthy from the standpoint of the manager’s 
relations with the associations and the Bureau and is probably a 
contributing cause of the lack of full cooperation among Bureau, 
council, and manager.” 

One of the cannery manager’s specific responsibilities is accounting 
and recordkeeping. Here several difficulties have arisen. 

A number of natives have complained regarding the incompleteness 
and inaccuracy of their accounts with the canneries 

When the season is over, the fisherman’s accounts are presented on 
a settlement sheet. In many ways this settlement has not been 
satisfactorily handled. Until recently the settlement sheets used 
abbreviations and symbols not always readily understood by the 
natives. There have been instances where the cannery delayed or 
failed to supply itemization or verification of charges against the 
accounts of certain individuals. For example, the acting area direc- 
tor, writing to the Commissioner on July 19, 1957, to transmit the 
Hydaburg audit reports, stated: 


Detail of the Sanderson loan foreclosure and settlement 
with the owners has been worked out. Their principal con- 
tention was that they did not receive credit for the cap- 
tain’s share of earnings in 1950. This necessitated another 
analysis of the very incomplete records for 1950 and 1951. 
A commissary account in one of the ledgers revealed that 
Mr. Sanderson’s shares for that year had been credited to 
his account and that his settlement sheet had been poorly 
prepared. In effect, Sanderson did not understand what 
was presented to him. There is yet one item of charter fees 
to be settled. Mr. Grimes has been advised and all the de- 
tail mailed to him from Seattle. This new discovery leads 
us to think the case should be settled soon. 


Other individual complaints about the difficulty in getting reports 
on financial transactions were cited at the hearing. u 

There have been instances of inadequacy or inaccuracy in book and 
recordkeeping. Senator Peratrovich testified to a discovery by the 
auditors of overcharges against the fisherman for boat and engine 


51 See hearings, p. 129. 
82 See hearings, pp. 27, 132. 

83 See hearings, p. 1837. Themanager of the Hydaburg and Klawock canneries testified that there was a 
good deal of confusion prior to adoption of a procedure whereby everything on the statement is gone over 
with each fisherman item by item. The manager conceded that because of eagerness of the waiting fish- 
ermen, the settlement explanation is carried on under pressure. See hearings, p. 137. 

4 See hearings, pp. 63 and 215, note 6. See also hearings, p. 157 
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repairs at the cannery amounting to $15,000 or $16,000.% In another 
instance the bookkeeping at the Klawock cannery was so far behind 
that not until the end of the season was it discovered that advances 
had been made to seiners over the $2,000 limitation.*® This lack of 
good bookkeeping has also resulted in increased auditing expenses.” 

The Ernst & Ernst report strongly criticized the general inadequacy 
of the canneries’ accounting records. It blamed the situation on (1) 
the inability of the canneries to afford the salaries of more qualified 
bookkeepers and (2) the cannery managers’ limited knowledge of, and 
sometimes little interest in, accounting records and problems. 

The testimony at the hearings indicated that the cannery managers 
and the Bureau should put more emphasis on taking advantage of 
technological advances in the fishery industry. For example, the use 
of antibiotics and brine-chilling apparatus on fishing boats can greatly 
lengthen the time between unloadings and thus permit the boats to 
remain in the fishing grounds for longer periods. Also, the use of 
seine webbing made of new rot-resistant synthetics offers prospects of 
material savings in seine investment and maintenance. Dockside 
power blocks could be used to facilitate the unloading of seines. Tech- 
nological and merchandising improvements with respect to smoked 
and cured fish could lead to profitable diversification of products. 

The Metlakatla cannery is reported to have adopted an operational 
innovation under which the port engineer makes regular cr uises around 
the fishing area of the cannery fleet to provide r rapid repair of break- 
downs and so save a disabled craft from a possibly ruinous loss of 
time during the limited fishing season. 

Competition favors the efficient producer, and superior efficiency is 
most apt to be achieved by the producer who keeps abreast of the new 
techniques and technology in his field. 


No program to train natives for top cannery jobs 


Most of the top administrative and technical jobs at the native- 
owned canneries are filled by nonnatives.” Many of these come from 
the mainland or from the States. If more of the local community 
members could be employed, it would obviously be a psychological as 
well as a financial boon to the communities. 

Dr. Charles Russell testified that employment of Indians in the 
canneries is hardly better today than it was when the canneries were 
started.“ He added: 


Thousands of dollars of much needed local revenue would 
come to these communities if a double-barreled training pro- 
gram were introduced. These people are just as capable of 
le arning as anyone else. They have not been given the oppor- 
tunity to learn, nor have they taken it. On-the- job training 
could have been instituted in the canneries long since; ; capa- 
ble prospects could have been selected for adult training 
somewhere during the winter months; and the vocational 
schools could have arranged for specific prejob training for 

55 See hearings, p. 36. 
86 Letter to Commissioner from area director, dated July 7, 1953, re Klawock audit report. 


57 Letter tc Commissioner from area director, dated August 13, 1953, re Klawock audit report. 

58 See hearings, pp. 17, 112, 113, 133. 

88 Some of these top positions are: Manager, bookkeeper, cannery foreman, port engineer, machinist, 
tender captain, tender engineer, and carpenter. 

60 See hearings, pp. 64, 93. 

6! See hearings, p. 64. See also p. 215, note 1. 
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the canneries both for men and for women. These are the 
responsibilities of the educational branch of the area office 
and are necessary steps in carrying out the mandates of the 
loan program. 


In addition to Dr. Russell’s stress on the need for specialized, 
technical training, Mrs. Stella Martin, a housewife and mother from 
the village of Kake, testified on the need for general education for the 
young people in the villages: 


Our children are not educated today because we have no 
money to send them to school. Most of us have large 
families. If we want to send them to a school, there is 
Mount Edgecumbe, which is a high school operated by the 
Government. But to get in there you have to apply. We 
have 600 students and look at all of Alaska. From south- 
eastern Alaska—we checked at Mount Edgecumbe—from 
southeastern Alaska, out of these 600 students, we have 
one hundred-and-some-odd. How many of our people can 
go there? 

We have to send them to Juneau. In Juneau we have to 
find homes to put them in. I have experienced this myself. 
I have 2 boys and 4 daughters in Juneau. 

We have Sheldon Jackson Junior College we can send them 
to, but by the time we pay out $400 or $500 for each student, 
what are we going to pay that with? 

The women’s side of it is, if their money also is taken for 
the husband’s debt, what are we to live on this winter? 
Our small communities don’t have many jobs they can offer. 
We can’t apply for jobs due to lack of education; lack of 
education because we have no funds to finance it. So it 
goes in a circle.™ 


The committee believes the Bureau has not done enough to deal 
with this problem. In Alaska, from 1946 to 1951, the Bureau made 
only 28 loans totaling merely $8,145 from the revolving credit fund 
to individuals for educational purposes. Apparently, no loans of this 
type have been made since 1951.® 

It is hoped that more will be done to increase vocational training 
for Indians as a result of the enactment by the Congress of Public 
Law 959, 84th Congress (act of August 3, 1956, 70 Stat. 989). By 
this act $3.5 million was authorized to be appropr iated for each fiscal 
year to enable the Secretary of the Interior to provide Indians between 
18 and 35 vocational counseling or guidance, institutional training, 
apprenticeship, and on-the-job training for periods up to 24 months, 
with transportation and subsistence furnished. 


9. Acts and omissions of community associations and their members 

Part of the responsibility for the poor repayment picture rests with 
acts and omissions of the natives themselves. However, the com- 
mittee believes that these acts and omissions have been the exception 
and not the rule and that in the great majority of instances the asso- 
ciations, their councils, and the individual natives have conducted 
themselves with integrity and responsibility. 


62 See hearings, p. 91. 


8 Letter to subcommittee chairman from area director, Juneau, Bureau of Indian Affairs, September 27, 
1957. See hearings, exhibit 5 and appendix F. 
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Specific areas of criticism against the natives are as follows: 

(1) The native communities are small and quite naturally their 
associations and their councils have many close personal ties based on 
family and friendship. In some cases, actions of community associa- 
tions and their councils regarding individual loan situations have been 
based on friendship or favoritism rather than sound business judgment. 

(2) The fishing activity of certain of the community association 
fishermen suffers because they have a drinking problem. 

(3) Some community association fishermen do not take proper care 
of their fishing craft and equipment, as they are required to do by 
their loan agreements. For example, in several instances expensive 
engines have been ruined by allowing them to freeze. 

(4) Some community association fishermen, without permission of, 
or later accounting to, their cannery managers, appear to have dis- 
posed of their seine-caught fish elsewhere than to the home cannery, 
in violation of their loan agreements. This practice amounts to a 
calculated breach of faith with the communities and with the Govern- 
ment and should be strongly censured. 

(5) Some private cannery companies are enticing the more successful 
fishermen and their boats away from the native cannery fleets by 
paying off their loans from the community associations and offering 
them new financing on more attractive terms than the associations 
are able to offer. The committee regards this as a serious problem, 
because the loss of the most productive fishermen and their crafts can 

easily undermine the entire operation of a cannery. 

This is particularly so since the community associations owning 
canneries are prevented by their corporate charters from offering in- 
ducements to top producers of private operators and are restricted in 
their relending activity to their own members.© 

One hopeful aspect of this situation is the indication that transferees 
to private canneries often find that they have been taken advantage 
of by the private operators or have otherwise become dissatisfied. 

Although the community associations and their councils cannot be 
completely absolved from at least some responsibility for their 
present weak financial condition, the many serious management and 
organizational deficiencies and difficulties which have beset them make 
it clear that the native fishing and canning enterprises have not had 
a fair chance to prove themselves. 


B. REPOSSESSIONS OF FISHING BOATS AND ATTACHMENT OF WIVES’ WAGES 


One of the chief complaints which led to the subcommittee’s 
inquiry into the native loan program was that many native-owned 
fishing boats financed through loans from the associations were being 
repossessed. These loans involved money advanced to the associations 
for relending purposes from the revolving credit fund established by 
the Wheeler-Howard Act. 

Repossessions are of two types: (1) Actual foreclosure, or (2) 
“‘voluntary liquidation,’’ whereby the borrower consents to the sale of 
his boat, usually to another member of the community association, 
but remains obligated for any deficiency if the sale price is less than 
the amount of his debt to the association. 

6 See hearings, p. 26. 


6s Committee print, Alaska Native Service, p.11. See hearings, p. 199. 
6 See hearings, pp. 104, 111-112. 
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The phrase ‘voluntary repossession” is frequently a misnomer, 
since the repossession is often initiated by the Bureau through a 
recommendation to the community association council, to which the 
council and the boatowner generally acquiesce.” Although most 
repossession actions are apparently justified, they have caused 
considerable concern among the native communities, partly because 
of inaccurate understanding of individual circumstances and the diffi- 
culties of the Bureau’s general position vis-a-vis the relending pro- 
gram, and partly because the Bureau, in the past, has acted with 
respect to fishing-boat repossessions without established, well-defined 
standards for determining when repossession should be ‘sought. 

The Department’s letter of April 9, 1957, to the chairman of the 
Senate Committee on Interior and Insular Affairs, sought to outline 
its criteria as follows: 


* * * Each of the past 3 years all outstanding loans to 
individuals in Alaska have been carefully analyzed. Where 
it was found that borrowers were in difficulties because of 
reasons over which they had little control, and where they 
had put forth an honest effort to succeed, their loans were 
continued, even though they were not in sound conditions. 
Every possible effort has been made to continue loans where 
there was even an ‘“‘outside’”’ chance that the borrower would 
eventually succeed. Liquidations were resorted to only when 
all other efforts had failed and each loan foreclosed was with 
the full consent and knowledge of the village council in- 
volved.® 


It seems to the committee that these are after-the-fact generalizations 
which are vague and indefinite. 

A more specific outline of the criteria for repossession was stated 
in a letter to the Secretary of the Interior, dated February 28, 1957, 
by the manager of the Klawock cannery, as follows: 


* * * Voluntary liquidations are secured for the following 
reasons: Alcoholism during the fishing season, continued 
refusal to cooperate and follow rules and regulations of the 
associations, refusal to care for the boat and equipment under 
the loan and abandonment of equipment.” 


In view of the great importance of boats to both the economic 
hopes and the personal prestige of the natives, the committee believes 
that the standards for repossession of boats financed under the re- 
lending program should be clearly and precisely expressed and widely 
disseminated among the persons concerned. 

To encourage greater loyalty among the seiners in the cannery 
fleet and provide incentive for the cannery workers, the Washington 
office of the Bureau originated a sliding wage payment plan under 
which cannery workers received as little as 75 percent or as much as 
125 percent of wages earned during the season, depending on profits.” 


8? See footnote 9 supra. 

68 Committee print, Alaska Native Service, p. 7. See hearings, p. 195. 

® Ibid., p. 21. Yet in at least one instance a member of the Klawock community, guilty of none of these 
faults but on the contrary a model member of the community in all respects, was required to sign liquida- 
tion papers. The actual reason given was this individual’s apparent lack of success as a fisherman despite 
his conscientious efforts. See hearings, pp. 39, 134, and exhibit 3. 

70 See hearings, p. 162 and appendix D. 
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In addition, the plan provided that wages of women cannery workers 
would be applied to repay operating advances which their husbands 
received from the cannery, if they failed to repay these advances. 
The plan was adopted by the Angoon association in 1954 and by the 
Klawock association in 1955. 

As it happened, profits were made at the canneries which per- 
mitted them to pay 125 percent of wages, in other words a 25-percent 
bonus, to the cannery workers. However, those workers whose 
husbands had not been able to repay their advances were faced 
with loss of their larger than usual earnings. 

Shortly after the 1955 fishing season, the Klawock manager wrote 
to the area director as follows: 


According to the agreements signed by the Klawock 
women, we will be obliged to pay them a bonus before 
December 15 of this year. Now we believe your office 
should do everything in its power to pay at least this bonus 
to those 2 or 3 women whose husbands failed to pay back 
their 1955 cannery advances. To give the bulk of the 
workers a bonus and not pay those women anything would 
be the worst mistake we could make. We think those 
women should receive at least the bonus not only to help 
relieve their own hardship cases, but also to help future 
relations in the community.” 


The Klawock manager pointed out that continuation of such wage 
withholding would make it difficult to obtain a dependable crew of 
women workers. The Commissioner has reported that the plan 
was omitted from loan agreements after 1955.” 

Also, there have been some instances where mortgage liens have 
been taken on the homes of members of the community associations 
in order to secure boat loans.” However, no homes have actually 
been foreclosed.” 


C. OPTIMISM FOR IMPROVEMENT OF SALMON RUNS 


In recent years, the Alaska salmon runs have been declining. Any 
extended continuation of this downward trend will mean w idespr ead 
hardship and economic dislocation and may compel the Bureau to 
discontinue operating advances to the native-owned canneries, without 
which they cannot now function. 

Fortunately, almost all expert information now available supports 
an attitude of optimism that the salmon runs will gradually increase. 
The chief grounds for this optimism are the continuation by the 
United States Fish and Wildlife Service of vigorous restoration meas- 
ures in Alaska and the recent action by the Congress to facilitate such 
measures.” 

The acting regional director, Bureau of Commercial Fisheries, 
United States Fish and Wildlife Service, reviewed for the subcom- 
mittee that Bureau’s program of study and conservation management 


71 Quoted in letter of Commissioner, dated September 12, 1957, see hearings, exhibit D. 
7 Ibid. 

73 See hearings, p. 156. 

74 See hearings, p. 162. 

75 Act of September 4, 1957 (71 Stat. 617). 





ALASKA NATIVE LOAN PROGRAM 23 


of the important pink salmon in southeast Alaska. He foresaw an 
improved run for 1958 and expressed the conclusion: 


In general, I cannot see why, through proper research and 
management, we cannot restore the fisheries to somewhere 
near their former productiveness. * * * 


A similar favorable assessment of the future is expressed in Pacific 
Fisherman, yearbook number, January 25, 1957, page 107. 
The manager of the successful Metlakatla Indian cannery (Annette 


Islands Canning Co.) has recorded the following conclusions and hope- 
ful prognosis: 


The current Fish and Wildlife Service curtailment program, 
aimed at rehabilitating the salmon runs, seems to be meeting 
with success. One of the basic tenets of that program is the 
restricting of “‘inside”’ fishing in small bays and inlets where 
the concentration is apt to be on one race or run of fish. Sue- 
cess of the program will strengthen the trend toward inside 
restrictions, thus forcing the fleets more and more to depend- 
ence on outside fishing where larger gear and boats are neces- 
sary. The effects of this trend are not going to be felt 
overnight, or even in the next year or two. However, the 
trend is there, it is logical, and it is apparent to those who 
will observe. Good long-range planning demands that we 
not ignore it when making boat investments.” 


Many Alaskans feel that the abolition of fish traps in Alaska would 
hasten the return of the big salmon runs. Traps are an exceedingly 
efficient device for catching large numbers of fish, and Alaska is the 
only area on the Pacific coast where they are still legal, although 
they are, of course, subject to regulation by the United States Fish 
and Wildlife Service. Nevertheless, the people of Alaska overwhelm- 
ingly registered their disapproval of fish traps in referendums held in 
both 1948 and 1956.”* Bulls for the gradual elimination of fish traps 
in Alaska were introduced in both the 84th and 85th Congresses, 
supported by the Secretary of the Interior.” 

Fears were expressed during the hearing that the salmon catches 
being made now by the Japanese high-seas fishing fleet might be 
threatening the fish supplies on whic th the native-owned canneries 


depend. On that point, however, the United States Fish and Wildlife 
Service has furnished this advice: 


The pink salmon is the most important commercial species 
in southeastern Alaska in normal years, forming over two- 
thirds of the total canned-salmon pack. Research carried on 
under the auspices of the International North Pacific 
Fisheries Commission has provided a valuable store of 
information concerning the oceanographic distribution of 
salmon. With respect to stocks of pink salmon from south- 
eastern Alaska, the scientific evidence thus far does not 
indicate that these important southeastern Alaska salmon 


76 See hearings, appendix E. 

7 See letter to Council, Metlakatla Indian Community, from manager, Annette Islands Canning Co. 
dated June 11, 1957, re 1957 auditor’s report. 

78 The effect, of the 1956 referendum was to adopt as part of the proposed Alaska constitution a provision 

prohibiting salmon traps. The constitution thus ratified has been referred to the Congress in connection 

with proposed Statehood for Alaska. 

7 H. R. 242, 84th Cong. See also H. R. 3015 and H. R. 3761, 85th Cong. 
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runs are being affected to a noticeable degree by the Japanese 
high-seas fishing.* 


D. MORE LARGE BOATS NEEDED FOR CANNERIES’ FISHING FLEETS 


All native fishermen and all their cannery managers are in agreement 
that their fishing fleets need more large boats.*! The larger boats (up 
to 50 feet, the legal limit) are safer and more effective for fishing in the 
so-called outside waters off the Alexander Archipelago. Thus, there 
is a greater probability that fish supplies can be maintained in the 
years when good fish runs do not materialize in the inside waters. A 
minimum quantity of fish is required in order to meet fixed cannery 
costs and reach the break-even point, after which profits increase 
rapidly. 

It appears that the desirability for larger fishing boats is borne out 
in a letter dated December 30, 1957, which the Acting Commissioner 
wrote to the subcommittee chairman supplementing information previ- 
ously furnished. It advised of a loan to the Metlakatla community 
association in February 1957, of $150,000, for relending in order to 
strengthen their canneries’ seine fleet. The letter quotes an illumi- 
nating statement from a letter by the manager of the Metlakatla 
cannery to the area directer, dated December 3, 1957: 


The desirability of expansion of the fleet is well illustrated 
by the pest year’s operation. The funds that we received 
from you enabled us to acquire fish from six additional boats. 
The catches of these boats totaled 95,215 fish, or equivalent 
of 5,950 cases. With a summer season pack of 39,370 cases, 
we expect to about break even. On a 34,000-case pack, as- 
suming same general market, our losses would have run to, 
roughly, $73,000. Not included above is the catch of three 
boats already in the fleet that might have transferred had we 
not been able to finance some needed repairs. 


E. NEED FOR NEW ECONOMIC OPPORTUNITIES FOR NATIVES 


Salmon fishing and canning are almost the sole source of income for 
the native villages in southeast Alaska. This is seasonal work at best. 
At worst, when the small salmon runs force retrenchment or discon- 
tinuance of fishing and canning, their situation becomes desperate, and 
the only alternative for many of the natives is public-relief assistance. 

Unfortunately, the credit-assistance program in Alaska has done 
virtually nothing to encourage new economic opportunities for the 
native villages in southeast Alaska. Revolving-fund loans to char- 
tered communities in Alaska for purposes other than fishing have been 
of only one type: loans to villages for operation of local stores or 
trading posts.” 





8 Letter to subcommittee chairman from Director, Bureau of Commercial Fisheries, United States Fish 
and Wildlife Service, dated January 30, 1958. To be sure, “‘scientific evidence thus far’’ does not constitute 
final proof that the Japanese fishing is not adversely affecting the Alaska pink-salmon fishery. The pro- 
visional meridian line established as the eastern boundary for Japanese fishing by the 1952 treaty among 
the United States, Japan, and Canada was initially set in the belief that it would protect fish stocks of 
North American origin. Subsequent research, however, has shown that large numbers of red (sockeye) 
salmon of North American origin are being taken west of that boundary. Further scientific study is required 
to determine whether the Japanese fishing fieet is also catching important numbers of other species of salmon 
of North American origin, including the Alaska pink salmon. (See Senate Resolution 263, 85th Cong., 
adopted March 6, 1958.) 

1 See hearings, pp. 17, 33, 113, 130. See also statement of Metlakatla manager quoted on p. 23, supra. 

82 Letter to subcommittee chairman from William H. Olsen, Juneau area director, dated September 27, 
1957. See hearings, exhibit 5and appendix F. (Twenty-eight educational loans from 1946 to 1951 were 
made, for a total of $8,145.) 
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Under a new Bureau regulation approved February 18, 1957, loans 
may now be made to Indian organizations in the United States and 
Alaska for use in attracting industry to operate in localities where it 
will promote the economic development of the Indians. Such loans 
would enable the native community associations to offer credit 
assistance to outside enterprises which would operate in the village 
localities. As yet, however, no loans under this regulation have 
actually been made in Alaska. 

The committee believes that much more can be done to promote 
new and diversified economic opportunities for the native villages. 
For instance, the president of the Klawock Council testified to the 
communities’ interest in setting up a small sawmill.* Also, the Hyda- 
burg community reportedly feels it would be able to operate a small 
shipway there.” In the committee’s view, a vigorous and imagina- 
tive program to foster such economic opportunities is now an urgent 
necessity. 


8% 25 C. F. R. 21.19. 


* A number of manufacturers have recently been attracted to the vicinity of Indian reservations in the 
United States through the use of tribal funds approved for this a Loans under the February 18, 
1957, regulation will make it possible for Indian organizations with little or no cash reserves to offer similar 
inducements to indus stry. (See Bureau press release dated February 21, 1957.) 

85 See hearings, p. 47. 

8 See hearings, p. 216, note 9. 
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APPENDIX A 
Sratutory Basis or Native Loan PrRoGRAM 


The statutory basis of the native loan program is the Wheeler- 
Howard Act, enacted June 18, 1934 (25 U.S. C. 461 et seq.). The 
preamble of that act lists among its purposes those of extending “‘to 
Indians the right to form business and other organizations” and of 
establishing ‘‘a credit system for Indians.” Section 10 of the act, 
which provides the mechanism for this credit, reads as follows: 


There is hereby authorized to be appropriated, out of any 
funds in the Treasury not otherwise appropriated, the sum 
of $10,000,000 to be established as a revolving fund from 
which the Secretary of the Interior, under such rules and 
regulations as he may prescribe, may make loans to Indian 
chartered corporations for the purpose of promoting the 
economic development of such tribes and of their members, 
and may defray the expenses of administering such loans. 
Repayment of amounts loaned under this authorization 
shall be credited to the revolving fund and shall be available 
for the purposes for which the fund is established. A report 
shall be made annually to Congress of transactions under 
this authorization. 


This provision became operative with respect to Alaska Indians 
through the act of May 1, 1936 (25 U.S. C. 473a).8% 

The purpose and general policy of Congress in providing the credit 
program is revealed in the legislative history of the Wheeler-Howard 
Act. 

In explaining on the floor of the House the provision which became 
section 10 of the act, Congressman Howard, cosponsor of the measure, 
stated: 


Congress has from time to time made gratuity appropria- 
tions on a small scale to various Indian tribes. Repayments 
on such loans have been extraordinarily good. With the 
formation of Indian corporations and the assumption of 
responsibility for the operation of the credit system by the 
Indians themselves, there is every reason to believe that 
the proposed Indian credit system can be operated as 
efficiently as white credit institutions. 





%a Section 10 of the Wheeler-Howard Act was initially not operative with respect to Alaska Indians be 
cause of a technica! inadvertence. In recommending enactment of the bill which became the 1936 act, 
the House Committee on Interior and Insular Affairs declared: 

««* * * Tt merely seeks to make effective the so-called Wheeler-Howard Act now largely inoperative in 
Alaska because seemingly by inadvertence the Secretary of the Interior was not authorized to complete the 
incorporation of Indian tribes in Alaska after these people had fully complied with the provisions of the 
said Wheeler-Howard Act, * * *’ (H. Rept. 2244 to accompany H., R. 9866, 74th Cong., p. 2). 
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This provision is basically [sic] to the whole new program. 
The Indians are distressingly poor in money, housing, tools, 
farming, implements, work stock, livestock, and every kind 
of equipment needed for agriculture, forestry, and rural in- 
dustry. They cannot create these capital goods out of thin 
air, and no outlay that the Government can make for the 
promotion of Indian self-help and self-support will in the 
long run be so good an investment as tbis.*’ 


The report of the Senate Committee on Interior and Insular Affairs 
discusses the credit aspect of the proposed legislation in these words: 


The inability, in the past, of Indians to make effective 
use of their land and their natural resources has been due in 
no small measure to the fact that access to financial credit 
has been denied them. Section 12 of the bill [sec. 10 of the 
act] authorizes to be appropriated $10 million, which shall be 
established as a revolving fund from which the Secretary of 
the Interior, under rules and regulations, may make loans to 
Indian tribes or chartered Indian corporations for the promo- 


tion of economic development of such tribes and their mem- 
bers.*® 


The Senate report quoted President Roosevelt’s letter of April 28, 
1934, to Senator Wheeler, cosponsor of the bill. In this letter the 
President emphasized the urgency to extend the economic assistance 
which the Indians need to attain a wholesome American life. 

It is relevant to note, also, that the corporate charter of the Hyda- 
burg Cooperative Association, issued by the Acting Secretary of the 
Interior pursuant to the Wheeler-Howard Act and ratified by the 
association on April 14, 1938, contains this article: 


1. In order to further the economic development of the 
Indians engaged in the fish industry in Hydaburg, Alaska, 
by conferring upon the Hydaburg Cooperative Association 
certain corporate rights and powers; and to enable this associ- 
ation and its members to undertake enterprises designed to 
secure for the members of the corporation an assured eco- 
nomic independence, the aforesaid association is hereby 


chartered as a body corporate of the United States of 
Ameena, * * *> 


APPENDIX B 


Cannery purchase loans and seasonal operating loans 
[Figures from balance sheets dated Mar. 31, 1957] 


Hydaburg Cooperative Association, cannery division: 
Outstanding loans from Government (not further identified) __ $566, 126. 63 





rit. 326332 Sede eee skeet erate iee sa 528, 974. 01 
Liabilities (includes loans from Government) -_---.---------- 697, 067. 99 


Excess of liabilities over assets (deficiency in community 
CONERY Toke: Sasol on Se een a deed cddawenuncse 168, 093. 98 








87 78 Cong. Rec. 11731. 

8S. Rept. 1080 to accompany S. 3645, 73d Cong. 

"CI. corporate charter of the Klawock Couperaitve Association, ratified Oct. 14, 1938; also, corporate 
charter of the Organized Village of Kake, Alaska, ratified Jan. 27, 1948, 
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Cannery purchase loans and seasonal operating loans—Continued 


Hood Bay Salmon Co. (Angoon): 
Cannery purchase loan 
Seasonal loans 


Liabilities (includes loans from Government) 


Keku Canning Company (Kake): 


Cannery Putchete teen... bes ecesussi seis ewesnasbiaens ee 356, 026. 82 
iwivtn abn one nagean dwt aes a lemete gee dase 334, 136. 94 


snaint > acqenie 690, 163. 76 


Re as ee cee eae ene wap aus akong ee woke 537, 140. 18 
Bett esas 797, 624. 07 


Seasonal loans 


Excess of liabilities over assets (deficiency in community 
equity) 


Klawock-Oceanside Packing Co.: 


Cannery purchase loan and seasonal loans (combined figure).. 590, 971. 53 


ME SS. ots Soe ws tine tities S a tS At ieee Berea ele Sera 495, 156. 59 
Liabilities (includes loans from Government)-_.-.._..-.------ 764, 147. 34 


Excess of liabilities over assets (deficiency in community 


GI fon on occcdesccncccntusebpandsnateshsadeaner 268, 990. 75 


Relending operations of community associations 


(Bureau figures, as of June 30, 1957] 

Hydaburg: 
Outstanding advances to associations for relending 
Total amount loaned under outstanding individual loans 
Total unpaid balance of individual loans 
Amount of unpaid balance delinquent or in process of fore- 
closure 
Of 18 individual loans outstanding, 8 are delinquent and 

5 others are in process of liquidation. 
Angoon: 


Outstanding advances to association for relending------.---_- 239, 000. 00 
"ees 279, 428. 62 
a A ag ean la 231, 772. 99 


Total amount loaned under outstanding individual loans 
Total unpaid balances of individual loans 
Amount of total unpaid balances delinquent or in process of 
foreclosure 
Of 18 individual loans outstanding, 12 are delinquent 
and 3 are in process of foreclosure. 
Kake: 

Outstanding advances to association for relending 
Total amount loaned under outstanding individual loans 
Total unpaid balances of individual loans 
Amount of total unpaid balances delinquent or in process of 


IN ae 3s srntin tide ci ding «cb lel dtedi ind 100, 643. 45 


Of 29 individual loans outstanding, 21 are delinquent 
and 6 are in process of foreclosure. 
Klawock: 

Outstanding advances to association for relending 
Total amount loaned under outstanding individual loans 
Total unpaid balances of individual loans 
Amount of total unpaid balances delinquent or in process of 
liquidation 


liquidation. 


Jatdust, aust ee IeO es Menus DEL a $85, 078. 65 
pinatigiinden 53 caepeetiennisieisiadat taealeet anlieae 146, 210. 24 


nettle a ak 231, 288. 89 
Sal aca a oe eet Sg ee ee ns ae 418, 041. 74 


nb Shed de wile 231, 288. 89 
Excess of assets over liabilities (community equity) -.-.------ 98, 514. 06 


subg mriatanfeene eet angina natalie Nonian aad aie 260, 484. 07 


pA eR ETS SBE $155, 567. 97 
spies te 154, 504. 16 
jacpipennnbbabuwd vod 127, 189. 98 


i ae SRS Ota ee eee Oh as tion lee areas & 66, 296. 03 


ol Sb th a tc ap ee ae irae Sree ee Baton ee eee 141, 142, 99 


igh i cialis 170, 000. 00 
panceia 202, 881. 29 
Sein an tN aah ha tems nap 113, 139. 96 


ia a ea hay 169, 000. 00 
casi 204, 334. 30 
pastas its et a a Rem ane 192, 849. 23 


pda eie mh eae sc eg s mcen aioe ROSY adel erg ae eee a ree 125, 030. 30 
Of 21 individual loans outstanding, 12 are delinquent, 4 are in process of 
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APPENDIX C 


Excerpts From a Report PREPARED BY THE SEATTLE OFFICE 
oF THE AccouNTING Firm or Ernst & Ernst ENTITLED: ‘“Man- 
AGEMENT AND Financiat Survey or Hoop Bay Sautmon Co., 
Hoop Bay, Ataska; HypasurG CooprerRATIVE ASSOCIATION, 
Hypasure, AtasKA; Kiuawock Ocransipe Pacxine Co., Kua- 
wock, ALaskA; Kexu Cannine Co., Kaxe, Ataska, OPERATED 
By AxtasKA Native Community Associations, SEPTEMBER 15, 
1952” 

GENERAL ORGANIZATION AND MANAGEMENT 


As presently organized the several native canneries are under the 
general management of elected native councils and the specific 
supervision of a nonmember contract manager, both being subject to 
certain specific controls imposed by the Alaska Native Service under 
the terms of loan agreements. In addition, the Alaska Native Service 
advises and assists the native associations under its general function 
of fostering the economic and cultural development of the natives. 

Based upon our observations, both during this survey and through 
past contacts with the canneries, we are of the opinion that the fore- 
going organizational structure has not worked to the best advantage 
of the associations nor is it likely to do so in the reasonably near future. 
In addition, a burden of responsibility and a volume of work has been 
thrown upon the Alaska Native Service beyond which it is organized 
to handle and in many respects beyond the technical experience 
of its staff. 


* * * * * * * 


Inasmuch as the foregoing summary of the position of the native 
councils has been recognized and reflected in present operating 
policies, the principal burden of management has, in fact, rested 
upon the contract cannery managers and the Alaska Native Service. 

our office is, of course, fully aware of the nature and scope of the 
problems with which you have been called upon to assist and we 
believe that it is generally agreed that the technical nature of many 
of the problems and the general volume of work which you are called 
upon to perform are beyond the contemplated scope of your office. 

That the foregoing condition prevails, we feel, is largely due to the 
fact that the cannery contract managers do not have the necessary 
experience and qualifications to cope with the full range of problems 
with which they are confronted. In addition, during the prepara- 
tory period and the actual canning season they are so occupied with 
purely production problems that they have but little time to give 
consideration to other matters. The foregoing limitations of the 
cannery managers stem largely from two factors, namely the general 
nature of the salmon canning industry and the amount of compensa- 
tion which the associations can afford to pay for management. 

With respect to the first factor, large multicannery operators largely 
dominate the industry and personnel is largely trained on a special- 
ized basis, that is, men become qualified as cannery production 
managers, purchasing agents, salesmen, accountants, financial man- 
agers, etc., and the typical large operator has an organization com- 
posed of such men. Few men having rounded experience and abilities 
in all of these fields are available and we think it most unlikely that 
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a sufficient number of such men could be obtained to staff each of the 
canneries. In any event, turning to the second factor, such men 
could not be employed at the present level of compensation being 
paid by the associations, such compensation being generally in line 
with the prevailing rate for purely production men. 

Numerous advantages should result from such a plan, the most 
important of which are as follows: 

Providing a check upon the judgment and knowledge of the 
cannery managers respecting operating policies and problems. 

Providing more time and a greater concentration of effort by 
the cannery managers on fishing, production and plant maintenance 
problems. 

3. Concentrating sales efforts in more qualified hands with the 
further advantages of greater leverage upon brokers and a continuity 
of sales effort throughout the year. 

4. Improving financial management and accounting, and negotia- 
tion for Government loans and of other credit. 

5. Concentration of purchasing efforts. 

Providing greater ability to meet emergencies which may be 
expected periodically as the result of death, illness or termination of 
employment on the part of cannery managers or other key cannery 
personnel. 

In addition to the management problems previously outlined, the 
accounting records and reports of the canneries have been ge nerally 
inadequate and have required excessive time on the part of your office 
and by outside auditors in order to properly reflect the financial con- 
dition of the canneries and the results of their operation. This condi- 
tion has been occasioned by the fact that the accountants employed 
are generally not qualified beyond the point of detail bookkeeping 
nor could more qualified men be obtained for the compensation avail- 
able. In addition, the cannery managers have had little, if any, 
knowledge of accounting and frequently have indicated but little 
interest in accounting rec ords and problems. It is therefore our recom- 
mendation that the proposed general superintendent be authorized to 
employ a fully qualified accountant as his assistant, such accountant 
to have general charge of all of the cannery books and the direction of 
cannery bookkeepers, primary responsibility for the preparation of fi- 
nancial statements, and to generally assist in the operation of the con- 
solidated office. In addition he might well perform a certain amount 
of internal audit work. 

Insofar as the monetary costs and benefits of such a plan are con- 
cerned they are somewhat difficult to measure inasmuch as the bene- 
fits of good management or the detriment of inadequate management 
may be expected to be reflected in every phase of an operation. Deal- 
ing purely with specifics, however, we believe that the salary cost of 
a general superintendent and of a general accountant might be 
expected to aggregate in the neighborhood of $25,000 to $30,000 a 
year. Asa direct offset to that cost, it is our belief that the cannery 
managers are presently dissatisfied with their compensation in the 
light of their duties and we do not believe that the associations can 
continue the present method of operation without materially increas- 
ing compensation. With reduced duties and a somewhat seasonal 
work requirement, however, we believe the present level of compensa- 
tion should obtain competent production men. 





sa nae asa A ats A lt Le 


ete aatcnet a ocean CNRS 





A TS 
— ~~ 


ce A 


si SR i EO FN 


ALASKA NATIVE LOAN PROGRAM 31 


Some direct savings should also result from a consolidation of Seattle 
office facilities, some might well result from purchasing, better ac- 
counting would réduce audit costs, and a very material potential 
field of saving lies in interest expense which varies directly with the 
time required to sell the pack and repay the seasonal Government 
and bank loans. 

* * * * * * * 


It is our opinion that the foregoing loan plan is not properly de- 
signed to meet the canneries needs or repayment abilities and that it 
has not worked out in the following respects: 

1. Adequate provision has not been made for ascertaining plant 
requirements other than original acquisition costs, or for financing 
such additional costs 

2. Although net profits during the initial period of operation should 
be retained as working capital they have been applied to long-term 
debt. In actual practice, however, such payments have only been 
met at the expense of increased operating loans. 

3. Although depreciation funds should be earmarked for reinvest- 
ment in plant facilities they have been applied on long-term debt. 
In actual practice, again, plant loans have required modification to 
finance replacements and additions, therefore reinvestment has in 
fact occurred by means of a roundabout method. 

4. No provision has been made to finance the permanent investment 
required in nonplant assets such as supply inventories, seiners accounts 

repaid insurance, etc. Asa result, a portion of the seasonal operating 
oans has been used to finance these assets and the operating loans 
have not been repaid as required. 

As a result of the combination of the foregoing deficiencies the loan 
agreements have not and could not be fully adhered to by the associa- 
tions and the cannery managers. While your office has arranged for 
the necessary loan modifications to meet the effects of the foregoing 
situation it is our belief that the cannery program has suffered as a 
result of it in the following respects: 

1. Loan violations and managers’ contract violations of an unavoid- 
able nature have been frequent enough that the whole structure of 
contract terms and the enforcement thereof has been weakened, since 
violation comes to be mentally accepted as inevitable and, eventually, 
as unimportant. 

2. A great deal of time has been consumed by tbe parties concerning 
the cause, effect and adjustment of various violations. 

3. Payment of trade creditors has been delayed pending loan 
modification arrangements. 

4. Preseason planning and activities have been similarly delayed. 

* * * * * * * 


FUNCTIONS OF THE NATIVE COUNCILS AND MEMBERS OF THE 
ORGANIZATIONS 


While we have previously expressed our opinion that the various 
native councils are not yet qualified to assume ultimate management 
responsibility, we do feel that in keeping with the objective of the 
entire program, maximum use should be made of their abilities and 
influence. In this connection it has been our observation that they 
respond more effectively to limited, specific duties than to more general 
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ones. We therefore feel that both the natives and the associations 
would benefit from greater Native participation in management pro- 
vided the scope of their activity was properly selected, specific action 
was required, and their reports or proposals were carefully considered. 

In this connection, the following topics are illustrative of matters 
regarding which we think the councils or committees might well be 
given specific assignments: 


Cannery maintenance and improvement planning. 
Membership and seine boat recruiting. 
Seine boat maintenance: 
(a) With respect to adequate, timely preparation for the 
fishing season. 
(6) With respect to proper care of equipment, particularly 
of vessels mortgaged to the associations. 
Coordination of fishing activities and planning. 
Safety problems. 


Other activities could undoubtedly result from a survey of the 
operations and we believe some material operating benefits could be 
achieved in addition to the management training features involved. 





APPENDIX D 


Excerpts From Consoutipatep ALASKA Native FisuHeriss, INc., 
A Report TO THE COMMISSIONER OF INDIAN AFFrarIRS, UNITED 
States DEPARTMENT OF THE INTERIOR 


(By Wm. A. Schoenfeld, consultant, Corvallis, Oreg., May 1953) 
* * * * * * * 


Focusing our attention upon the four canneries in question: their 
operating and sales costs have likewise risen during their years of 
operation; their managements have been “spotty”; their business 
practices often much to be wished for. All of these points have been 
developed in the Ernst & Ernst reports and are mentioned here merely 
to reiterate the obvious weak spots in the canneries’ operating pictures. 

During the past several years these spots have been obscured to 
many by the high value per case of canned salmon, and also because 
of the sympathetic lending policy of the Bureau of Indian Affairs 
in making seasonal operating loans to the individual cannery. Each 
year it was hoped that the gap between selling price and costs might 
widen, and loan repayments might be eased thereby. 

The officials of the Bureau of Indian Affairs concerned with this 
question are fully cognizant of this situation, and this accounts for 
their anxious desire to find remedial measures by bringing about the 
two surveys: the Ernst & Ernst, and this. It must be stated paren- 
thetically, however, that the four canneries concerned are not alone 
in the problems accentuated by the squeeze; many other individually 
operated salmon packing plants are in a similar position financially. 
Several of the latter will cut corners wherever and whenever possible, 
others will close up shop during the squeeze or go out of business 
entirely. Salmon industry history will repeat itself. 
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THE UNITED STATES GOVERNMENT’S RESPONSIBILITY 


At the time the four canneries were established and financed, the 
thought in mind of the officials of the Bureau of Indian Affairs was 
to enable the natives of the villages concerned to follow one of their 
inherited vocations—fishing; to make them self-sufficient, self-sus- 
taining American citizens; to develop and utilize economically one 
of the best, self-renewing Alaskan resources—the salmon runs; and 
to give them training and experience in operating their own industries. 
At the time, also, salmon prices were high, and costs had not as yet 
caught up with prices. in all it was at that time a very worthy 
and commendable undertaking. 

What was not clearly seen at the time was that neither the Indians 
nor the sponsoring officials were too well versed in salmon cannery 
operation. Much reliance was placed on the overall know-how of 
cannery managers. That know-how would have to include canning 
operations, membership and public relations, accounting, stockkeep- 
ing, labor relations, mess operation, repair work, credit warehousing, 
selling, etc. The single individual that possesses a working knowledge 
of all these various and sundry trades, crafts, skills, and business fields 
is rare indeed. Even if an individual possesses skill in only a few re- 
lated fields, the salary he can command is far above that which any 
of the Indian canneries could or should pay. Skill commands the 
salary, but salary does not necessarily create the skill. 

Multiple private or corporate cannery operators can effectively 
utilize the required special skills by making them available if, when, 
and where needed in their several cannery units and at salaries com- 
mensurate with their separate abilities and usefulness. By spreading 
the salaries of special skills over the multiple units, the single unit 
receives the benefit of special skills at a lower pro rata cost. Such is 
the nature of the competition facing the four Alaska Indian canneries 
concerned both in the production and selling end of their businesses. 

It appears to be the responsibility of the Government, having 
ventured with the four Alaskan-Indian communities into the salmon 
packing business, and having nursed them along thus far, to see them 
through their present dilemma. There does not seem to be any other 
alternative, For the Government to withdraw support at this time 
would result in large community losses, with a sudden and sharp 
increase in the local Indian community relief load. That would be 
contrary to the best American tradition to permit this to happen. 
On the other hand, the Government should not pour good dollars 
after poor dollars. To do so will only aggravate the situation. What 
is needed is a full understanding of the problem followed by firm but 
sympathetic, corrective treatment. 

There is no valid reason why the Government should not and 
cannot, after improved organization and management have been 
instituted, gradually wiihieane its financial relationship with the 
four canneries. The aim should be four efficiently operated canneries 
which, through federated effort, can meet competition, discount 
bills promptly, provide for necessary reserves, eliminate capital 
indebtedness, establish satisfactory and desirable credit ratings with 
commercial lending agencies, and, after all of which, permit of 
patronage refunds to participating, chartered communities. 





MINORITY REPORT 


INTRODUCTION 


On February 15, 1957, the Alaska Territorial Senate adopted a 
memorial urging the inves ‘tigation of certain alleged practices and 
policies on the part of the Bureau of Indian Affairs ‘in tthe administra- 
tion of the native loan program. The memorial dealt mainly with 
two points: 

(1) The activities of the Alaska Native Industries Cooperative 
Association, and 

(2) Loans made by the United States to native village associations 
in southeast Alaska for the acquisition and operation of seven can- 
neries and to enable the associations to relend money to their members. 

As a result of this memorial, the Public Works and Resources Sub- 
committee held hearings at Juneau, September 23 and 24, 1957, re- 
garding the operation and administration of the loan program. 

By a letter written to Hon. James E. Murray, chairman of the 
Senate Committee on Interior and Insular Affairs, on April 9, 1957, 
and enclosures (appendix A, hearings, pp. 192-214), the Acting Secre- 
tary of the Interior explained the native loan program in Alaska and 
effectively refuted allegations in the memorial regarding the activities 
of the Alaska Native Industries Cooperative Association. It is im- 
portant to point out that this program has been successful for the 
most part. 

In his letter of April 9, 1957, the Acting Secretary of the Interior 
candidly stated that, on the whole, the loans made to the native 
village associations in southeast Alaska had not been successful. The 
majority report puts unwarranted emphasis on this phase of the native 
loan program and does not acknowledge that part of the program has 
been successful nor that certain allegations made in the memorial 
regarding this program were incorrect. . 

The fact that these allegations concerning one phase of the native 
loan program were not substantiated raises a reasonable doubt on 
the accuracy of the allegations. made against other phases of the 
program. 

The hearings in Juneau were held September 23 and 24, 1957, at 
the opening of the fall fishing season. Necessarily, many of the natives 
most vitally affected were operating their fishing boats and did not 
have an opportunity to be heard by the subcommittee. 

Except for what seems insufficient time allowed for the rather ex- 
tensive study prescribed in the first recommendation, the majority’s 
recommendations appear justified. However, we find it necessary to 
disagree with the conclusions upon which the recommendations are 
seemingly based. 
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COMMENTS ON MAJORITY’S CONCLUSIONS 


The native canneries cannot operate in a vacuum. They are a 
part of the salmon canning industry and can be successful only as 
the industry is successful. If private companies can be interested in 
some type of consolidated operation which will enable the native 
canneries to continue operations, the natives will benefit. In recent 
years there have not been enough fish to enable all canneries to 
operate. 

This point cannot be overemphasized. The ever-increasing demand 
for fish, improved methods of fishing, have resulted in an ever-increas- 
ing take (that is, until overharvest of fish depleted the supply). 

The net result is that only the most efficient methods will result in 
success, and that again is limited to the most efficient operators, 
again limited in number. 

The efforts made by the Bureau of Indian Affairs to combine native 
operations with private companies have been in the interest of both 
the natives and the Government. Furthermore, this combined opera- 
tion is not a new development. The Hydaburg cannery was operated 
by a commercial concern for 5 years after its construction in 1939 
(appendix A, hearings, p. 201). 

At the present time only 1 of the 4 canneries (Kake) is being operated 
in conjunction with a private company. This cannery suffered an 
average annual loss of $92,000 on an average annual pack of 42,655 
cases when it was operated by the village association. During the 3 
years of operation in conjunction with the commercial concern, it has 
realized an average annual profit of nearly $40,000 on its share of a 
pack averaging only about 25,900 cases (appendix A, hearings, p. 194). 
Moreover, the Kake natives are practically assured that they will 
have the benefits from the operation of their cannery until the end 
of 1965. 

The conclusion that the ‘Bureau has done little to work for other 
solutions” is unjustified. The 1953 apeaiis of 4 canneries resulted 
in a loss of $682,900 on a total pack of 87,270 cases. However, in 
1955 there was an operating profit of more than $137 ,300 on a pack 
of 88,235 cases—only 965 cases over the 1953 total. When the 
Bureau of Indian Affairs has assisted the associations in obtaining 
such outstanding results, it is unreasonable to criticize it for not 
blindly adopting certain recommendations. 

The conclusion that the prolonged shortage of fish in southeast 
Alaska is the primary cause of the poor repayment record on loans 
is entirely correct. Although other factors have contributed to the 
unsuccessful operation of the canneries as outlined in the attachment 
to the Acting Secretary’s letter of April 9, 1957 (appendix A, hearings, 
p. 199), the shortage of fish is by far the chief cause. 

The conclusion that the management of the canneries has not been 
satisfactory resurrects a matter long ago considered, dealt with, and 
remedied. In those instances where the management was unsatis- 
factory, corrective action was taken some time ago, as indicated in 
the committee’s report. The present management is believed to be 
satisfactory. 

If, as alleged, the attitudes of Bureau personnel reflected ‘‘com- 
placency and skepticism” of the natives’ capabilities, it is unlikely 
that 710 loans to individuals, totaling more than $2,608,300, would 
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have received consideration and approval (appendix A, hearings, p. 
203). Nor would large numbers of delinquent loans made by the 
associations have been continued without action against the bor- 
rowers. Bureau personnel have demonstrated faith in the ability 
of individual natives to “make good” if fishing conditions improved 
(appendix B, report, p. 27). 

The charges regarding attitude in both conclusions 2 and 4 would 
appear to be based largely on an interview of one Dr. Charles Russell 
with the assistant area director. Dr. Russell testified from his semi- 
shorthand notes of the interview. 

The report states that the assistant area director was present when 
Dr. Russell testified, and that later during the hearings he participated 
with colleagues in responding to questioning without refuting or 
mentioning Dr. Russell’s account of their conversation. 

As a matter of fact, the assistant area director was not given an 
opportunity to do so. Consequently, he was obliged to follow the 
procedure of putting himself on record as he did with his letters of 
September 30, and November 18, 1957 (exhibits 6 and 7, hearings, 

p. 179-180). The report fails to mention that the area director in 
fle testimony before the committee was asked: 


Do you endorse the views, apparent views, of the assistant 
area director regarding the futility of making plans because 
of the nature of the Indian himself? 


The area director replied: 


I have been associated with Mr. Ripke [the assistant area 
director] for about 3% years now. He has about 30 years in 
the Indian Service, and I have discussed this matter with 
him. As far as I am personally concerned, I think it is 
shameful that Dr. Russell would make statements like that, 
because, as far as I am concerned, I am certain they are 
untrue. 


Dr Russell apparently was present at the time of the area director’s 
remarks. 

Mr. Ripke completed 30 years of service with the Bureau of Indian 
Affairs September 1, 1957. It is inconceivable that a man would 
devote his entire working career to the Indians if his attitude toward 
the Indian people were that reported by Dr. Russell. Unfortunately, 
Dr. Russell’s untimely passing has now made this a matter which 
cannot be resolved. However, Dr. Russell’s version of the interview 
—— not be permitted to become a part of Mr. Ripke’s personnel 
record. 

Dr. Russell stated that his trip to Alaska was made in June of 1956, 
having been brought about by the desire of the Association on Amer- 
ican Indian Affairs to have more detailed and conclusive information 
about the operation of the so-called relocation program of the Bureau 
of Indian Affairs. The association had received a grant of $2,500 for 
this purpose to which it had added a like sum. He stated that he 
had been visiting various points and, on reaching Victoria he “‘realized 
that the problems of the Indians in Alaska * * * were almost a 
complete unknown to us,” so received an assignment to go on up to 
Juneau to learn what he could about the relocation problem there. 
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Dr. Russell said that he had never been in Alaska previously and 
that he spent about 10 days on this trip visiting some 9 communities. 

Although he had had no experience in the salmon canning industry, 
and what business experience he had had appears to have been that 
connected with his employment as chairman of the education depart- 
ment of the American Museum of Natural History, he testified that 
he could have done a much better job than those in charge of the 
program who have had years of experience (hearings, p. 68). 

Dr. Russell fell into the error which is common to those who have 
“theories” but no practical experience. 

Dr. Russell apparently had many misunderstandings regarding the 
native loan program. He testified that he considered the loans the 
Indians received from the Government as ‘‘their own money” (hear- 
ings, p. 77), and that the Indians considered the loans as “‘a partial 
return for what is owed them” (hearings, p. 78). The error in this 
viewpoint needs no refutation. 

As far as the problem of cannery operations is concerned, the 
Washington office as well as the Juneau office, the cannery manufac- 
turers and the native associations necessarily must consider results 
in terms of profit and loss. The authority under which the canneries 
are financed is a loan authority and not a grant authority. If the 
canneries can be placed on a profitmaking basis, the ultimate social 
and economic objectives of the Wheeler-Howard Act will be realized. 

Only one case was discussed where a lien on a debtor’s home had 
been taken as security and the committee was assured there would 
be no levy upon the home (hearings, p. 157). 

The record also shows that the practice of attaching cannery 
wages of women workers for application on their husbands’ debts was 
in effect at one cannery for 2 years and in another cannery for but 1 
year. This practice has not been in effect since 1955 and the report 
therefore deals with a matter which had been corrected long before 
the hearings were held. 

There is need for an expanded program by the natives not only to fill 
the top technical and administrative jobs at their own cannery but 
also for positions elsewhere. But it would appear that the Bureau has 
done about as well as could be expected. Although the act of August 
3, 1956 (70 Stat. 989), authorized the appropriation of $3.5 million 
each year for vocational training, the first appropriation of $1.5 
million did not become available until approval of the Interior Depart- 
ment Appropriation Act, 1958, on July 1, 1957. This program, there- 
fore, had not had time to become operative at the time the hearings 
were held at Juneau September 23 and 24, 1957. 

The report points out that 3 of the 4 canneries were acquired at 
economically inopportune times, due to failing fish runs, that 2 of the 
canneries were constructed of inferior material and were in a poor 
state of repair. Unfortunately that tells only part of the story. 

One of these canneries was purchased in 1948 and the other two in 
1950. The present administration of the Bureau of Indian Affairs 
cannot be held responsible for mistakes made by previous administra- 
tions in making loans to village associations to acquire canneries at a 
time when they had little chance to succeed. 

In view of the decreasing salmon runs, the present administration 
of the Bureau and the natives have done a commendable job in keeping 
losses to a minimum (large as they are), initiating corrective measures 
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wherever possible, and keeping more of the canneries operating during 
most seasons in order that the natives might have employment and 
other benefits from the operation of their canneries. 

Bureau personnel in conjunction with councils and cannery man- 
agers should initiate action to assure adequate explanations and itemi- 
zation of charges.” 

The statement that “relatively substantial numbers” of fishing boats 
have been repossessed is correct or incorrect only according to the 
meaning placed on “relatively substantial numbers. 

Out of 710 loans totaling over $2,608,300, 32 were placed in liqui- 
dation with the voluntary consent of the borrowers (appendix A, 
hearings, p. 195). Sixteen of these thirty-two boats were turned over 
to other members of the village associations. 

A total of 38 loans was turned over to the Department of Justice 
for appropriate action. However, 17 of these were made by the 
Hoonah Indian Association and involved housing loans (exhibit A, 
hearings, p. 203). The associations and the Bureau have been very 
liberal in permitting borrowers to continue with their loans even 
though delinquent. The policies followed on liquidations are a 
in the quotation from the Department’s letter of April 9, 1957, to the 
chairman of the Senate Committee on Interior and ein "Affairs 
on page 21 of the report. 

OTHER MATTERS 


Many of the criticisms in the report are based upon two separate 
reports of consultants retained by the Bureau to help find ways of 
assisting the natives to operate the canneries more successfully. 
The fact that the Bureau retained consultants is in itself an indication 
of the efforts it has made and is continuing to make to find ways in 
which to improve the program. 

These two reports were made in 1952 and 1953 prior to the disas- 
trous season of 1953. The canning industry has undergone many 
changes in the intervening 5-year period. Recommendations made 
5 years ago, no matter how valid at the time, may not be at all appli- 

cable to present-day conditions. 

The Bureau should not be criticized for failure to place recommenda- 
tions of its own consultants into effect if in this industry of swiftly 
changing conditions it is found, after careful analysis, that it is not 
advisable to do so or if it can find othe ways to bring about better 
results. As has been previously noted, outstanding results were 
obtained by following other procedures. 

The committee’s report generally concerns itself to far too great a 
degree with past shortcomings of the programs which long since have 
been corrected. For example, on page 18, it cites criticism made by 
Ernst & Ernst in 1952 of the accounting records. It points out that 
bookkeeping of one cannnery was behind in 1953. Judging from the 
information furnished the committee and at the hearings, accounting 
shortcomings have long since been corrected. 

The committee’s report is somewhat inconsistent in that it criticizes 
the Bureau for playing too large a role in cannery operations at the 
same time that it directs it to play alargerrole. Thus, criticized under 
the heading, ‘‘Bureau Failure to Strengthen Natives’ Self Reliance 
and Sense of Responsibility,’ the Bureau is criticized for too close 
control over cannery operations, while, on the other hand, on page 18, 
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the Bureau and the cannery managers are directed to put more 
emphasis on taking advantage of technical advances in the fishing 
industry. 

The committee’s report states that the Bureau has tried to place the 
onus for the poor condition of the program on the community associa- 
tions and not enough on other factors, such as management, and 
includes a partial quotation from an enclosure with the Assistant 
Secretary’s letter of April 9, 1957 (appendix A, hearings, p. 199). 
The full quotation is: 


Aside from the decreased fish supply, other factors also 
have contributed to the unsuccessful operation of the can- 
neries. The village associations that were not recognized as 
bands or tribes prior to May 1, 1936, were organized on the 
basis of a common bond of occupation, association, or resi- 
dence of the natives, under authority of the act of May 1, 
1936 (25 U.S. C. 473a). The natives organizing the associ- 
ations had little, if any business, technic ‘al, or other experi- 
ence or training qualifying them to operate or direct the 
operation of a highly competitive industry such as canning. 
Although experienced managers were hired to operate the 
canneries for the village associations, the employers of the 
managers were the largely inexperienced councils of the vil- 
lage associations. Efficient management of the plants, con- 
sequently, was very difficult. In some instances, council 
members (employers of the manager) were also subordinate 
employees of the managers. Self-interest of the council 
members often was directly opposed to efficient cannery 
management. Council members often did not understand 
the need for or support the efficient economical operation 
and management of the canneries. The village associations 
were organized on a somewhat artificial basis ‘and the mem- 
bers often had little loyalty to their own organizations. 
Competing commercial operators would offer inducements 
to the better fishermen, and the common bond of occupation, 
residence, or association was insufficient to assure loyalty to 
the canneries of the village associations. To a considerable 
degree, this left the village canneries with insufficient pro- 
duction to operate profitably, and with the marginal fisher- 
men who nevertheless had to be financed, and in whom other 
operators were not interested. Commercial operators could 
raid the fleets of the association canneries and pick off the 
top producers by offering them inducements to fish for the 
commercial canneries. The association canneries are re- 
stricted in their financing of fishermen to members of their 
own particular village association, and consequently were at 
a disadvantage in not being able to offer inducements to the 
top producers of other operators. 


Out of context, the quotation in the committee’s report takes on 
somewhat different meaning. The Bureau was not placing onus on 
the community associations and their members, but was outlining 
factors which have contributed to unsuccessful operation of the 
canneries. The statement of the Bureau that experienced managers 
were hired is correct (exhibit F, hearings, pp. 229 -232). 
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The criticism of the Bureau’s policy and statements regarding the 
native loan program as ‘‘* * * a balance sheet approach to what the 
Congress in the Wheeler-Howard Act recognized as basically a broad 
social as well as economic problem” is entirely unwarranted. If the 
loans made to the village associations had been considered only from 
a “balance sheet”? approach, they probably never would have been 
made. 

If the native-owned canneries are to survive in the highly competi- 
tive salmon canning industry, they must be operated on a sound 
economic basis. The soundness necessarily has to be determined in 
terms of dollars and cents—a balance sheet approach. Were it not 
for the fact that the social implications and welfare of the natives have 
been considered, annual operating loans to the canneries, and loans to 
the associations to enable them to continue to make loans to members, 
would not have been approved. The ultimate social and economic 
objectives can only be realized if operations can be placed on a sound 
basis. 

The need for new economic opportunities for the natives is self- 
evident. However, it should be pointed out that the revolving credit 
fund is available only on a loan basis. Although, considering the 
purpose for which the fund was established, the Bureau is justified in 
the assumption of more risk than the ordinary commercial lender could 
tolerate, loans should not be approved to foster additional enter- 
prises unless there is a reasonable likelihood that the loans can be 
repaid. Had Congress intended otherwise, it could have provided 
something more in the way of a direct relief program. 

Development and strengthening of individual self-reliance and 
responsibility is a very difficult task at best, and whether this could, 
in a short period of time, be accomplished by any Government 
Bureau, is open to question. The instances given as examples of 
the Bureau’s failure, however, do not bear out that it has been remiss, 
and it is doubtful whether they would either strengthen or weaken 
the natives’ self-reliance and sense of responsibility. 


Vicror A. Knox. 
CHARLES B. Brownson. 
JACK WESTLAND. 
CuaRE E. HorrMan. 
Minority Members, 
Public Works and Resources Subcommittee. 
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made by its Military Operations Subcommittee. 


Wiuiam L. Dawson, Chairman: 
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ANALYSIS OF CIVIL DEFENSE REORGANIZATION 


(REORGANIZATION PLAN No. 1 oF 1958) 


JUNE 12, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-SIXTH REPORT 


SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On June 12, 1958, the Committee on Government Operations had 
before it for consideration a report from its Subcommittee on Military 
Operations entitled, ‘Analysis of Civil Defense Reorganization 
(Reorganization Plan No. 1 of 1958).” 

After consideration of the report as submitted by the subcommittee, 
upon motion made and seconded, the report was approved and adopted 
as the report of the full committee. The chairman was directed to 
transmit a copy to the Speaker of the House. 


INTRODUCTION 


This report deals with Reorganization Plan No. 1 of 1958 and other 
organizational aspects of civil defense. 

The President’s plan, which was transmitted to the Congress on 
April 24, 1958 (H. Doc. No. 375, 85th Cong., 2d sess.), was referred to 
the Committee on Government Operations and assigned by Chairman 
Dawson to the Military Operations Subcommittee for study and 
analysis. 

The plan will take effect on July 1, 1958, unless rejected by a ma- 
jority of either House acting upon a disapproving resolution within 
60 days from the transmittal date, in accordance with the provisions 
of the Reorganization Act of 1949, as amended. 

As of this date (June 12, 1958), no disapproving resolution has been 
introduced in the House of Representatives.' Consequently, no 


; Be Cegqnoring resolution (8. Res. 297) was introduced in the Senate on April 25, 1958, by Senator Potter 
of Michigan. 
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formal committee action presently is required by way of reporting out 
a resolution and bringing the reorganization plan to the floor. The 
subcommittee believes, however, that this reorganization plan has a 
significant bearing on the future course of civil defense and is deserving 
of close study by the Congress. 


SUBCOMMITTEE BACKGROUND WorRK 


Reorganization Plan No. 1 of 1958 owes its origin in large part to 
certain findings and recommendations made by this committee almost 
2 years ago in its basic civil defense report entitled ‘Civil Defense for 
National Survival” (H. Rept. No. 2946, 84th Cong., 2d sess.). This 
was the first congressional committee report to examine in public 
hearings the overlapping and duplicating roles of the Federal Civil 
Defense Administration and the Office of Defense Mobilization. 

The subcommittee’s proposed solution in July 1956 to this serious 
organizational problem was the creation of a permanent Department 
of Civil Defense, combining the civil defense functions (broadly 
defined) of the Federal Civil Defense Administration and the Office 
of Defense Mobilization. The President’s proposed solution in April 
1958 is the transfer to himself of the functions of these two agencies, 
and their consolidation in a new Office of Defense and Civilian Mobili- 
zation in his executive office. 

The subcommittee’s civil defense report of 1956 was concerned with 
more than the organizational features of civil defense. After extensive 
investigations and hearings, the subcommittee was convinced that 
existing civil defense legislation, already outmoded when it was 
passed in 1951, should be completely rewritten to create a new depart- 
ment and to vest it with the authority required to build an effective 
civil defense in the United States. 

The 13 basic recommendations toward this end, which were set 
forth in House Report No. 2946, were embodied in proposed new civil 
defense legislation, H. R. 2125 and companion bills introduced in the 
85th Congress by subcommittee members. 

Hearings were held on these bills in February and March 1957 and 
a report was submitted under the title “Status of Civil Defense 
Legislation” on July 22, 1957 (H. Rept. No. 839, 85th Cong., 1st sess.). 

The subcommittee’s proposed legislation was endorsed in whole or 
in part by virtually all national organizations concerned with civil 
defense and by many governmental authorities, Federal, State, and 
local, in this field. The subcommittee had no illusions, however, that 
the administration was prepared to exert the leadership, that Congress 
would legislate the authority and funds, or that the American people 
were willing to accept the effort, discipline, and sacrifice demanded 
for protection against nuclear attack upon the United States. 

In the matter of shelter construction, particularly, which is the 
most indispensable civil defense measure, but which entails relatively 
large expenditures and many engineering and planning actions, the 
subcommittee realized that further preparatory work must be done. 

With that thought in mind, and before considering further the dis- 
position of H. R. 2125, the subcommittee decided to review in public 
hearings the recent and cumulative data developed in atomic shelter 
tests at the Nevada Proving Grounds, as well as shelter construction 
policies and programs in the military and civil agencies of the Federal 
Government. ‘These matters will be the subject of a separate report. 
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After the subcommittee hearings were scheduled, Reorganization 
Plan No. 1 of 1958 was transmitted to the Congress. Since this plan 
is related to civil defense matters under subcommittee inquiry, 
arrangements were made to include testimony on the plan at the 
hearings. 

Waar tHe Pran Wovutp Do 


Reorganization Plan No. 1 would— 


(1) Transfer to the President the functions of the Office of 
Defense Mobilization and the Federal Civil Defense Administra- 
tion; those two agencies would be abolished. 

(2) Authorize the President to delegate any of the transferred 
functions to any agency of the executive branch of the Govern- 
ment. 

(3) Create within the Executive Office of the President a new 
agency termed “the Office of Defense and Civilian Mobilization.” 

(4) Provide for the new agency a Director, Deputy Director, 
and three Assistant Directors to be appointed by the President 
by and with the advice and consent of the Senate. 

(5) Provide for the new agency regional directors, not to exceed 
10 in number, to be appointed under the classified civil service. 

(6) Transfer to the Director of the new agency the present 
National Security Council membership of the Director of ODM. 

(7) Transfer to the new agency the Civil Defense Advisory 
Council created by the Federal Civil Defense Act of 1950. 


Wauat tHe Pitan Woutp Not Do 


Reorganization Plan No. 1 would not— 


(1) Create new civil defense functions or increase the degree of 
Federal responsibility for civil defense. Reorganization plans 
cannot bestow authority not already provided in existing law. 

(2) Fix the organizational pattern of Federal civil defense. 
The President would be authorized to delegate civil defense 
functions to the new agency or to any other Federal agency, in- 
cluding the military, and to redelegate these functions any time 
he saw fit. 

(3) Prescribe the methods of budgeting for civil defense. 
Appropriations could be made to the President for apportionment 
among the Federal agencies performing delegated civil defense 
functions, or to the Director of the the new agency for the same 
purpose, or directly to the Federal agencies concerned. 

(4) Make a distinction, for organizational purposes, between 
civil defense and other nonmilitary mobilization functions of the 
Federal Government. All such functions now vested by law in 
the Office of Defense Mobilization or the Federal Civil Defense 
Administration would be merged in a transfer of authority to 
the President. 

(5) Insure greater congressional control over civil defense and 
defense mobilization policies and programs. While authority 
would be centralized in the President, he would not be account- 
abie to the Congress in the same way as an agency head, by virtue 
— the privileges and prerogatives attaching to the Presidential 
office. 


H. Rept. 1874, 85—-2——_2 
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TRANSFER OF FUNCTIONS TO THE PRESIDENT 


An unusual feature of Reorganization Plan No. 1 is the transfer 
of all Office of Defense Mobilization and Federal Civil Defense 
Administration functions directly to the President. 

In the past, a few reorganization plans have transferred relatively 
minor, fragmented, or residual functions of executive agencies to the 
Executive Office of the President or directly to the President. Mainly, 
these concerned temporary or nonstatutory agencies,’ the President’s 
appointing power,® or some incidental aspect of international affairs.‘ 
None of these transfers involved the functions of a major statutory 
agency, as does Reorganization Plan No. 1. 

The justification for this proposed transfer, as presented by adminis- 
tration witnesses, will be considered later in the report. At this point 
the subcommittee observes that the vesting of functions directly in 
the President is bound to create an area of uncertainty regarding his 
accountability to the Congress for administrative performance. 

In a fundamental sense, the President is responsible for the actions 
of all executive agencies. He has a constitutional mandate to see 
that the laws are faithfully executed. But the President, by virtue 
of his constitutional powers and duties, and the privileges and pre- 
rogatives of his elective office, is not accountable to the Congress in 
the same sense as an agency head. 

When the Congress authorizes the establishment of an executive 
department or agency, it prescribes certain powers and duties for the 
head of that department or agency. From time to time, committees 
of the Congress ask him to appear in person and give an account of 
his stewardship. The Congress does not ordinarily vest these powers 
and duties in the President even though he is the Chief Executive. 
If the Congress simply were to give the President blanket authority 
to decide how and where the functions of Government should be 
exercised, it would deprive itself of important legislative powers and 
weaken the base of democratic government. 

In certain circumstances the Congress does legislate authority 
directly to the President. Mostly these are circumstances of com- 
pelling need for emergency action on a broad front in foreign or domestic 
affairs. In such cases, the resources of diverse Government agencies 
must be mobilized. The prestige, authority, and direction of the 
Chief Executive is needed for coordinated and effective effort. 

Instances of authority conferred in broad terms upon the President 
are to be found in the Defense Production Act of 1950, mutual security 
legislation, and the natural disaster program. Significantly, the major 

2 By sec. 4 of the Reorganization Plan No. I of 1939 (53 Stat. 1423), the functions of the Federal Employ- 
ment Stabilization Office in the Department of Commerce were transferred to the Executive Office of the 
President and consolidated with other functions. The reorganization plan provided that the transferred 


functions “‘shall be administered under the direction and supervision of the President by the National Re- 
sources Planning Board. * * *” 

By sec. 301 of Reorganization Plan No. II of 1939 (53 Stat. 1435), certain functions of the National Emer- 
gency Council were transferred to the President. The plan directed that the transferred functions “‘shall 
be administered under the direction and supervision of the President.”’ 

3 Sec. 3 of Reorganization Plans No. 8, 9, and 10 of 1950 (64 Stat. 1264-1265), relating to the Federal Trade 
Commission, the Federal Power Commission, and the Securities and Exchange Commission, transferred 
from each Commission to the President the functions of the Commission with respect to choosing a chair- 
man from among the members of the Commission. 

4 Sec. 101 (b) of Reorganization Plan No. 1 of 1947 (61 Stat. 951) transferred to the President the functions 
vested by law in the Alien Property Custodian or the Office of Alien Property Custodian with respect to 
property or interests located in the Philippines and directed that the transferred functions be performed by 
the President or, subject to his direction and control, by such officers and agencies as he may designate. 

Sec. 6 of Reorganization Plan No. 7 of 1953 (67 Stat. 640) transferred to the President all functions vested 
in the Secretary of State by the United Nations Palestine Refugee Aid Act of 1950. 
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legislation of this type has statutory time limits and has been renewed 
only on a short-term basis by the Congress. Furthermore, the 
Presidential authority, as in the case of mutual security legislation, 
is limited or qualified by the prescription of specific duties and func- 
tions for agency heads. 

Whether civil defense falls within the category of legislation de- 
manding the concentration of formal authority in the hands of the 
President and distribution of functions throughout the Government 
by flexible delegation depends on one’s concept of civil defense organi- 
zation and operations. Should civil defense have a strong organiza- 
tional base and major operating responsibilities in an executive depart- 
ment or agency, or should it be parceled out to sundry agencies and 
“coordinated” from the President’s office? 

Before considering the answer to this question, the subcommittee 
observes that placing any function or agency in the Executive Office 
of the President tends to create subtle distinctions of prestige and 
authority. Greater prestige and authority associated with the 
President’s office may be valuable for bringing Federal agencies into 
line and getting them to discharge more effectively their delegated 
tasks. The subcommittee cannot overlook the possibility, however, 
that the President’s subordinates, shrouded in the aura of his high 
office, may be disposed to plead a confidential relationship to the 
President and stand silent before the Congress. 

The Director of Defense Mobilization is by law, Executive order, 
and reorganization plan an advisor to the President as well as an 
administrator of his own office and a coordinator of other agencies in 
mobilization work. The Federal Civil Defense Administrator is the 
head of an independent agency with more detailed statutory powers 
and duties. By pulling the independent agency into the Executive 
Office, merging it with the Office of Defense Mobilization, and estab- 
lishing a new agency to perform functions by delegation, the President 
assigns a ‘‘three-hat”’ role to the Director of the new agency. The 
Director becomes advisor, administrator, and coordinator, and these 
hats can be deftly changed. 

Experience has shown that individuals or agencies associated closely 
with the President’s office have refused information to the Congress 
by pleading a confidential relationship to the President. The sub- 
committee emphatically affirms that it does not construe this reorgan- 
ization plan as authorizing the denial or withholding of information 
from the Congress on such grounds. 

Administration witnesses denied that the Director of the new 
agency would stand in a more privileged relationship to the President 
than any other executive agency head. They insisted that he would 
be no less accessible to the Congress than any other administrator. 
Yet the restraint imposed by proximity to the President’s office was 
already apparent at the hearings. When information was sought 
as to the President’s plans and intentions under the reorganization 
plan, the witnesses either could not speak for the President, or they 
could only “assume,” ‘expect,’ or “‘anticipate” what the President 
would do. 

When the Reorganization Act of 1949 was considered by this 
committee and enacted by the Congress, the President was given 
broad authority to reorganize the functions of Federal agencies. It is 
doubtful that the Congress intended the reorganization authority to 
permit the transfer of major functions to the President himself. The 
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pending reorganization plan, for the first time since the 1949 legisla- 
tion was enacted, would transfer to the President the functions of a 
full-fledged statutory agency. 


CoNnTINUING PowER OF REORGANIZATION 


Another unusual feature of the plan is that, by vesting these statu- 
tory functions in the President, the plan would bestow upon the 
President a continuing power of reorganization outside the control 
of Congress provided in the Reorganization Act. 

Except for the provisions of the plan setting forth the principal 
officials of the Office of Defense and Civilian Mobilization and pro- 
viding for the Civil Defense Advisory Council, there would be no 
limitations on the President’s authority to transfer functions by 
delegation and thereby to reorganize the nonmilitary defense organiza- 
tion whenever and in whatever manner he might choose. Section 1 (b) 
of the plan provides: 


The President may from time to time delegate any of the 
functions transferred to him by subsection (a) of this section 
to any officer, agency, or employee of the executive branch of 
the Government, and may authorize such officer, agency, or 
employee to redelegate any of such functions delegated to 
him. 

Note the phrase ‘from time to time.” By this language the 
President is not constrained to abide by the organizational pattern 
for civil defense and mobilization indicated in the plan and approved 
by the Congress. Actually, this plan is not a blueprint for civil 
defense organization but a shift of authority to the President to draw 
blueprints for the future. 

While the President would formally retain the functions transferred 
from the Federal Civil Defense Administration and the Office of 
Defense Mobilization, they could be assigned and reassigned amon 
the Federal agencies at will. For example, nothing in the plan woul 
prevent the President from assigning these functions to the Depart- 
ment of Defense. 

The administration witnesses point out, in justification for this 
continuing power to delegate, that the President already has such 
power under the Defense Production Act of 1950, from which the 
Office of Defense Mobilization sprang, and that the Federal Civil 
Defense Administration likewise has such power under the Federal 
Civil Defense Act of 1950. They rely upon these statutes for the 
exercise of delegation authority by the President after the transfer of 
functions from the two agencies. 

The subcommittee enters a reminder that this plan is submitted to 
the Congress under the authority of the Reorganization Act of 1949, 
as amended. Section 3 (5) of the 1949 act included as an appro- 
priate subject of reorganization plans “the authorization of any officer 
to delegate any of his functions.””’ The concept was that full authorit 
and responsibility should be centered in the head of an agency, wit 
power to delegate functions to subordinate officials. This was basic- 
ally a concept of vertical delegation within the framework of an 
agency. Various reorganization plans for Federal agencies have been 
approved in consonance with this concept. 

urthermore, the concept of delegation was understood in 1949 as 
applying in a rather limited sense to those routine functions which, 
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vested by law in the head of an agency, could more conceivably be 
discharged by subordinates. As the report of this committee on the 
reorganization bill of 1949 stated with reference to the aforementioned 
section 3 (5) of the bill: 


This bill will permit a type of reorganization not authorized 
under the 1945 act—the granting to any officer of authority 
to delegate any of his functions. The main purpose is to 
make it possible for top officials to delegate routine func- 
tions which are vested in them by law in such manner as to 
prevent delegation.® 


In other words, authority was written into the Reorganization Act 
of 1949 for the President to submit reorganization plans which, among 
other things, would allow agency heads to delegate functions to 
subordinates. The act did not contemplate that he would submit 
reorganization plans taking authority away from agency heads, and 
delegating this authority wherever he chose throughout the executive 
branch of the Government. 

The question of the President’s power to delegate, as a matter of 
fact, was considered by this committee in separate legislation shortly 
after it reported out the reorganization bill. The McCormack Act 
(Public Law 81-673, approved August 8, 1950) authorized the Presi- 
dent. to delegate functions without relieving himself of responsibility 
for their proper performance, but here again the delegation of routine 
functions was contemplated. 

The report on the McCormack bill explained that the legislation 
was designed to relieve the President from performing functions which 
“do not have any reasonable claim upon his time or attention.’’ 
Again the bill was described as— 


an important step in the right direction in that it permits 
proper arrangements to be made for the execution of cer- 
tain matters that now make an unwarranted demand upon 
the time of the President.® 


In 1953, a departure was made from the concept of vertical delega- 
tion within an agency. Horizontal or cross-agency delegations were 
authorized by the President without benefit of amy change in the 
enabling legislation.’ Reorganization Plan No. 3 of 1953, which set 


up the Office of Defense Mobilization, provided in section 3 (b) as 
follows: 


When authorized by the Director, any function transferred 
to him by the provisions of this reorganization plan (exclu- 
sive of the function of being a member of the National 
Security Council) may be performed by the head of any 
agency of the executive branch of the Government or, sub- 
ject to the direction and control of any such agency head, 


5 H. Rept. No. 23, 81st Cong., Ist sess., p. 7. 

*H. Rept. No. 1139, 8Ist Cong., Ist sess., pp. 2, 3. 

7 During the 81st and 82d Congresses the Bureau of the Budget, in behalf of the President, unsuccessfully 
sought emergency reorganization authority which would have permitted, among other things, cross-agency 
delegations. After the 81st Cong. refused to extend the emergency reorganization authority provided in 
title I of the First War Powers Act, the Bureau supported an amendment to the Reorganization Act of 1949 
which would have shortened the 60-day waiting period for reorganization plans related to national defense. 
The amendment also would have authorized emergency reorganizations by which Federal agencies could 
share functions or utilize each others’ facilities, services, and personnel. According to the then Director of 
the Bureau of the Budget, the purpose of these proposed additions to the Reorganization Act was to permit 
the reorganization or reassignment of functions across departmental lines. (See: Amending the Reorgani- 
zation Act of 1949, Hearings before a Subcommittee of the Committee on Expenditures in the Executive 


Departments, House of Representatives, 82d Oong., Ist sess., p. 13; see also H. Rept. No. 187.) The 
measure failed of passage in the House, 
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by such officers, employees, and organizational units under 
the jurisdiction of such agency head as such agency head 
may designate.® 


The subcommittee observed in its July 1956 report: 


The ODM under its ambiguous authority derived from the 
National Security Resources Board via Reorganization Plan 
No. 3 of 1953 and the extensive authority conferred upon it 
by Presidential directive under the Defense Production Act 
of 1950, as amended, operates in a vast field without clear 
understanding of its functions by the Congress. It can dele- 
gate functions to any agency and, in effect, redirect con- 
gressionally approved programs by virtue of this authority 
to direct other agencies to engage in mobilization work.’ 


Reorganization Plan No. 1 of 1958 would redefine the channels of 
delegation in the following ways: 

(1) All ODM and FCDA functions would be centered formally in 
the President, to be delegated by him to the executive agency or 
agencies of his choice, and for any function so delegated the President 
could authorize the agency head to redelegate to subordinates within 
each agency. 

(2) This Presidential authority to delegate would supersede the 
Federal Civil Defense Administrator’s present statutory authority to— 


Delegate, with the approval of the President, to the several 
departments and agencies of the Federal Government ap- 
propriate civil defense responsibilities, and review and coor- 
dinate the civil defense activities of the departments and 
agencies with each other and with the activities of the 
States and neighboring countries. 


(3) Likewise, the Presidential authority to delegate would super- 
sede the Defense Mobilization Director’s authority (delegated to him 
by the President under Reorganization Plan No. 3 of 1953) to delegate 
mobilization functions to any executive agency, and to authorize the 
agency head to redelegate within his agency. 

(4) The new Office of Defense and Civilian Mobilization would 
have the status of another delegate agency, performing “‘such functions 
as the President may from time to time delegate or assign thereto,” 
with authority to redelegate to subordinates within the office. 

In the subcommittee’s view, the President’s power to delegate, even 
if sanctioned by the totality of various permanent and temporary 
statutory authorizations, goes beyond anything contemplated in the 
Reorganization Act of 1949. When this power is lodged in the Presi- 
dent at the apex of government as a means of determining which 
agencies shall execute the laws enacted by Congress, the reorganization 
authority no longer depends upon the submission of specific plans 
to the Congress in the broad field under consideration. 

The Congress would be well advised, in considering future legislation 
and reorganization plans, to make sure that the President’s power to 
delegate does not become a free-floating mandate to continuously 
reorganize the Government without referral of plans to the Congress. 


*H. Doc. No. 120, 83d Cong., Ist sess., p. 5. 
*H. Rept. No. 2046, 84th Cong., 2d sess., p. 54. 
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DEVELOPMENT OF CIVILIAN DEFENSE AND MOBILIZATION AGENCIES 


After World War II, civil defense studies conducted under War 
Department and Department of Defense auspices considered the 
organizational and other aspects of the civil defense program for 
the United States. The recommendations of these early study groups 
are summarized in a previous subcommittee report.’ 

The National Security Act of 1947, which placed the three military 
services under a Secretary of Defense, created several other agencies, 
including the National Security Resources Board. This Board was 
to advise the President concerning the coordination of military, 
industrial, and civilian mobilization, including policies and programs 
for the maximum use of material, manpower, and production resources 
in time of war, and for stabilization of the wartime economy. 

In 1949 President Truman transferred to the National Security 
Resources Board the responsibility for civil defense planning thereto- 
fore exercised by the Department of Defense. Reorganization Plan 
No. 4 of that year (63 Stat. 1067) brought the Board into the Execu- 
tive Office of the President." 

In 1950 the Board prepared a study called United States Civil 
Defense, which proposed that an independent agency, the Federal 
Civil Defense Administration, be established in the executive branch. 
An agency of that name was established by Executive Order 10186, 
issued December 1, 1950. The agency was placed in the Office for 
Emergency Management, a part of the President’s Executive Office. 

The Federal Civil Defense Administration was made an independent 
statutory agency by Public Law 81-920. This law, entitled ‘the 
Federal Civil Defense Act of 1950,” was signed by the President on 
January 12, 1951. 

Section 404 of Public Law 920 provided for the transfer to the new 
agency of the functions, property, and personnel of the predecessor 
agency created by Executive order. This section also provided that— 


The President may transfer to the [Federal Civil Defense] 
Administration such functions, property, and personnel of 
the National Security Resources Board concerned with civil 
defense activities as he deems necessary to carry out the 
purposes of this Act. 


While the 1950 civil defense legislation was being considered, 
Congress also passed the Defense Production Act of 1950, which 
vested in the President broad powers to mobilize production resources 
for defense. These powers were assigned to an Office of Defense 
Mobilization created by Executive Order 10193, issued December 16, 
1950. Its Director, on behalf of the President, was to direct, control, 
and coordinate all mobilization activities of the executive branch in 
the fields of production, procurement, manpower, stabilization, and 
transportation. 

By Reorganization Plan No. 3 of 1953, effective June 12, 1953, the 
President abolished the National Security Resources Board and the 
then Office of Defense Mobilization and vested their assorted functions 
in the newly created Office of Defense Mobilization. The new ODM, 


10H. Rept. No. 2946, 84th Cong., 2d sess., pp. 52, 53. 
8 


1! Reorganization Plan No. 25 of 1950 (24 Stat. 1280) transferred the functions of the National Security 
Resources Board to its Chairman and A the Board advisory to him. 
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as in the case of its predecessor agencies, was located in the Executive 
Office of the President. Also transferred to the ODM Director were 
the functions of the Secretaries of the Army, Navy, Air Force, and 
Interior and of the Munitions Board relating to strategic and critical 
materials.” 

Drvipep AND CoNnFLicTING FUNCTIONS 


The conflicts of jurisdiction and the overlap or duplication of 
activities in the areas of civil defense and defense mobilization spring 
from varied sources, which include the following: 

(1) Separate statutory bases for civil defense and defense mobiliza- 
tion, differing in time, specificity of detail, and organizational concepts. 
Defense mobilization concepts date back to the National Security 
Act of 1947 and have always been associated with an advisory or 
coordinating office close to the President. Civil defense was pulled 
out of this office and given an independent statutory base and much 
more detailed functions by the Federal Civil Defense Act of 1950. 

(2) A hybrid agency development in defense mobilization, based 
partly on statute and partly on Executive order. The Office of 
Defense Mobilization is neither fish nor fowl, deriving its status and 
functions by reorganization plan from the statutory National Security 
Resources Board created in 1947; the nonstatutory Office of Defense 
Mobilization created by Executive order and receiving delegations 
from the President under the Defense Production Act of 1950; and 
from several other statutes and transfers of splintered statutory 
functions. 

(3) Inability to distinguish clearly between civil defense and 
defense mobilization functions in an area of rapidly changing weapons 
technology and concepts of warfare. The Office of Defense Mobiliza- 
tion and the Federal Civil Defense Administration run into each other 
head on in planning and conducting test exercises, in coordinating 
Federal and State-local agencies, in seeuine for postattack continuity 
of Government and mobilization and use of resources, and in planning 
for reduction of urban and industrial vulnerability. 

Bureaucratic propensities to assert authority or to proclaim 
jurisdiction in areas poorly defined by law, Executive order, or admin- 
istrative regulation, These jurisdictional clashes usually come to a 
head during the yearly Operation Alert exercises when the question 
arises as to who is the directing head of the enterprise and in a position 
to give authoritative orders. The ODM Director has refused to take 
second place to the FCDA Administrator. 

(5) Resort to techniques of delegating functions to various depart- 
ments or agencies resulting in dual delegations of broadly defined 
and overlapping assignments by ODM and FCDA. Delegations from 
ODM are made directly; delegations from FCDA require formal 
approval of the Pr esident. Each has separate interagency coordinat- 
ing boards. Delegated assignments from ODM are supposed to be 
financed within the recipient agency’s own budget resources; those 
from FCDA are accompanied by modest allocations of funds ‘appro- 
priated to the Administrator. 


12 These transferred functions were those originally provided for in the Strategic and Critical Materials 
Stock Piling Act (50 U. 8. C. 98 et seq.), the Commodity Credit Corporation Charter Act (15 U. S. C. 714 
b(h)), and the Federal Property and Administrative Services Act of 1949 (40 U. 8. © 485 (e)). Additional 
functions were vested in ODM by the Abaca Production Act of 1950, as amended (50 U. S. C. 541 et seq.), 
the Trade Agreements Extension Act, as amended by sec. 7 of the Extension Act of 1955 (19 U. S. C. 1351 et 
Seq.), and the Defense Housing and Community Facilities and Services Act of 1951 (42 U.S. C. 1591 et seq.). 
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(6) Uncertainty as to the exact role of the military in relation to 
the civil agencies in a postattack situation. The Department of the 
Army, by directive from the Secretary of Defense, engages in planning 
for use of military resources and troops in support of civil defense 
operations. The breakdown of civil government in devastated areas 
could lead to military rule organized through military command 
channels. Confused relationships between Federal military and 
civil authorities were dramatized by the President’s declaration of 
martial law during Operation Alert 1955. The ODM and FCDA 


were competing for command posts, but both were overwhelmed by 
the military takeover. 


ATTEMPTED RECONCILIATION OF CONFLICTING FUNCTIONS 


With civil defense and defense mobilization responsibilities dis- 
tributed in confusing and conflicting ways among 3 primary agencies— 
ODM, FCDA, and DOD—an attempt was made to redefine these 
responsibilities and effect a working agreement among the 3 agencies 
concerned. This effort was made on the initiative of ODM Director 
Arthur Flemming after the unhappy experience in Operation Alert 
1955. A ‘“‘basic responsibilities paper” was issued January 3, 1956, 
said to be approved by the President, the ODM Director, the FCDA 
Administrator, the Secretary of Defense, and the Chairman of the 
Joint Chiefs of Staff. Director Flemming’s explanation of this divi- 
sion of labor, as summarized in a previous subcommittee report,” is 
restated here. 

The Department of Defense, consistent with its military mission, 
would render all possible support to FCDA in emergency relief and 
rehabilitation work, including such things as traffic control, mainte- 
nance of law and order, provision of emergency medical services, 
debris clearance, detection and removal of weapon hazards, and 
emergency restoration of damaged facilities. 

The FCDA would be responsible for directing relief and rehabilita- 
tion, including the provision and distribution of emergency food, cloth- 
ing, shelter, medical care, and cash allowances and the other necessary 
community services, in which military help would be enlisted. 

The ODM would have the logistical support function. The Direc- 
tor would mobilize resources and direct production required to meet 
both military requirements as submitted by the Department of 
Defense and essential civilian requirements as submitted by FCDA, 
together with nonmilitary aid requirements submitted by the Depart- 
ment of State. He would also direct economic stabilization programs, 
direct Federal programs for the allocation of resources, and generally 
adjudicate conflicting claims for manpower, production, energy, fuel, 
transportation, telecommunications, housing, food, and health services. 

The subcommittee commented in its July 1956 report: 


This allocation of responsibility, be it noted, is made with- 
out benefit of statutory direction. Director Flemming saw 
nothing in existing law to bar it. This is an area which, the 


subcommittee believes, has been sadly neglected by the 
Congress. 


3H. Rept. No. 2946, 84th Cong., 2d sess., p. 56. 


H. Rept. 1874, 85-2—-—-3 








12 OIVIL DEFENSE REORGANIZATION 


The allocation of responsibilities among the three civil de- 
fense planning agencies of the Federal Government without 
benefit of a clear congressional mandate is more a matter of 
necessity in the face of evident confusion then it is a carefully 
thought out policy. 

In the subeommittee’s view the philosophy of mobilization, 
as expressed in Direotor Flemming’s division of duties, is 
based on World War II concepts now largely outmoded, and 
in any event does not achieve a sensible distinction in post- 
attack duties and responsibilities." 


Whereas Director Flemming expressed to the subcommittee his 
conviction in April 1956 that the assignment of basic responsibilities 
was sound and workable,” his successor, Gordon Gray, stated to the 
subcommittee in May 1958 that— 


Operation Alert 1957 demonstrated to my satisfaction that 
this concept would not work. 


Director Gray went on to explain that in the Operation Alert 
exercise he found three chains of command under ODM, FCDA, and 
DOD, with his agency acting largely as adjudicator of conflicting 
claims between the ‘“‘operating’’ military and civil defense authorities. 
He said that whereas ODM has authority to determine priorities and 
allocations of materials and facilities for national defense purposes, 
FCDA has authority, postattack, to requisition supplies and materials 
and “these authorities are bound to collide—as they did during 
Operation Alert.’”’ He foresaw that— 


resources and facilities could be preempted by any one of 
the three chains of command, without due regard to the 
requirements of the other, before reasoned analysis could 
measure their requirements. The result could well be that 
essential military or survival operations would be en- 
dangered." 


The subcommittee’s observation in the July 1956 report that Di- 
rector Flemming’s attempt to distinguish between ODM and FCDA 
functions on a time basis “does not achieve a sensible distinction in 
postattack duties and responsibilities,’ was in effect endorsed by 
Director Gray in May 1958. He said: “It does not take a very hard 
look at this concept to see that it doesn’t make very much sense.” 
Director Gray recounted the joint efforts of ODM and FCDA staffs 
“to attempt to work out a reconciliation of their difficulties,” but 
said that ‘‘the results were not too encouraging.”” FCDA Adminis- 
trator Leo Hoegh testified to the same effect.” 


SUBCOMMITTEE’S PROPOSED SOLUTION 


In its July 1956 report, the subcommittee stated: 


The subcommittee has considered the various organiza- 
tional alternatives and concludes that the civil-defense 
functions of the ODM and the FCDA should be merged 
into a permanent new department of Cabinet rank. 


4 Tbid., pp. 56, 57. : 

16 Civil Defense for National Surviv al, hearings before a subcommittee of the House Committee on Gov- 
ernment Operations, 84th Cong., 2d sess., pt. 4, p. 1049. 

16 Hearing transcript, p. 547. 

1” Hearing transcript, p. 550. 
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The subcommittee is mindful of the fact that Cabinet de- 
partments are hard to establish in our scheme of govern- 
ment; that usually the creation of a Cabinet department, as 
in the case of the most recent one, the Department of Health, 
Education, and Welfare, represents a gradual development 
of government functions which by public acceptance acquire 
the degree of importance that warrants an established place 
in the traditional structure of government. 

Civil defense in the United States, as an important Federal 
Government function, is hardiy 6 years old. The ODM, 
counting also its predecessor agency, the National Security 
Resources Board, is hardly 10 years old. Nevertheless, the 
subcommittee believes that the emphasis in civil defense must 
be placed on future need rather than on past experience. 
America’s political revolution is nearly two centuries old, the 
weapons revolution only a few short years. 

Civil defense, in the strategic sense we consider it, is here 
to stay as long as there are an Army, Navy, and Air Force or 
any combination of them. It requires the solution of com- 
plex, new problems by the best scientific, engineering, and 
administrative talent that the Nation can provide. 

A regular Cabinet department may serve to give the civil- 
defense effort the status and prestige and recognition that 
it deserves. The Nation should not be caught in the vicious 
cycle that until a function of government has historic ex- 
perience and acceptance, it will not be made into a depart- 
ment, and conversely that creation of a Cabinet department 
is necessary to confer such status and acceptance. 

The subcommittee hopes that this vicious cycle will be 
broken by a positive expression of executive leadership and by 
appropriate action in the Congress to establish a Department 
of Civil Defense." 


Legislation was drafted to conform to the subcommittee’s recom- 
mendations in House Report No. 2946, 84th Congress. H. R. 2125 
and companion bills, introduced in the 85th Congress, provide for a 
Department of Civil Defense to be headed by a Secretary. Sub- 
stantive powers and duties are prescribed for achieving an effective 
civil defense. A summary of the proposed legislation is contained 
in the subeommittee’s report of July 22, 1957, Status of Civil Defense 
Legislation (H. Rept. No. 839, 85th Cong.). 

To cope with the problem of presently divided civil-defense functions 
between ODM and FCDA, the bill provides, in section 302: 


There are hereby transferred to the Secretary all of the 
functions vested by any statute, reorganization plan, or Ex- 
ecutive order in the Director of the Office of Defense Mobili- 
zation, or in the Office of Defense Mobilization, which per- 
tain to the duties and functions of the Secretary as prescribed 
in title II of this Act. To give effect to this section, the 
President shall determine which of the functions of the 
Director of the Office of Defense Mobilization or of the 
Office of Defense Mobilization shall be performed by the 
Secretary in accordance with this Act and shall make ap- 


4H, Rept. No. 2946, 84th Cong., 2d sess., p. 59. 
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propriate provision for their transfer within a period of 
ninety days following the date of enactment of this Act. 


The subcommittee explained the effect of this section in House 
Report No. 839 as follows: 


The other reorganization step in title III, following a 
recommendation in the subcommittee report, is to eliminate 
overlapping or divided authority between FCDA and ODM 
in the civil-defense field. Those functions of ODM which 
the President determines to be of a civil-defense nature and 
more appropriately exercised by the Secretary of Civil De- 
fense would be shifted over to the new Department. 

The bill does not attempt to specify what functions should 
be extracted from ODM since such functions are somewhat 
vague and their present exercise by ODM is without benefit 
of a clear legislative mandate. ODM is largely an Executive 
creation, having been first created by Executive order and 
having been formalized by Presidential reorganization plan. 
Consequently, it is considered appropriate for the President 
to make further necessary reorganizations in this field for 
a 90-day period, under authority in title III of the bill. 

The merger of civil-defense functions would not mean a 
complete elimination of ODM. Insofar as it is an advisory 
organ to the President in the mobilization field or administers 
certain statutory functions, the ODM still would carry on, 
but the Secretary of Civil Defense rather than the ODM 
Director would be responsible for such civil-defense matters 
as location of Government buildings and postattack restora- 
tion of essential industry. 


In the February-March 1957 hearings on H. R. 2125, the Bureau 
of the Budget signified opposition to the subcommittee’s proposal 
that the civil defense agency be given departmental status. 
Director Robert E. Merriam testified as follows: 


The most recent administration review of the Federal Civil 
Defense Administration’s organizational status was directed 
to this specific question: Would departmental stature for 
the Federal Civil Defense Administration significantly im- 
prove its capacity to carry out the mission assigned to it? 

It has been concluded that from the executive standpoint 
this step is not necessary at this time. The problems and 
inadequacies of civil defense appear to stem largely from 
those factors such as dramatic development of weapons 
capability which I have previously mentioned rather than 
from organizational difficulties. As a result the President 
does not propose at this time that the Federal Civil Defense 
Administration be made an executive department. 

It should be emphasized that civil defense is a program 
under constant and rapid change in an effort to keep abreast 
of the changes in modern warfare. 

Accordingly the administration will propose additional 
changes in our nonmilitary defense structure if circumstances 
appear to make such changes desirable.” 


18 New Civil Defense Legislation, hearings before a Subcommittee of the Committee on Government 
Operations, House of Representatives, 85th Cong., Ist sess., p. 187. 
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DEVELOPMENT OF REORGANIZATION PLAN 


Later in the year the Bureau of the Budget contracted with 
McKinsey & Co., a management consultant firm, to study reorganiza- 
tional alternatives in this area. Under its contract, which cost the 
Government $60,000, McKinsey & Co. presented a study in two parts. 
Volume I, entitled “‘A Framework for Improving Nonmulitary Defense 
Organization,’ was submitted in December 1957. Volume II, en- 
titled ‘Organization for Nonmilitary Preparedness,’’ was submitted 
in March 1958. The McKinsey & Co. report, which received only 
limited distribution in memorandum form, were submitted to the 
subcommittee for study by the Bureau of the Budget. In view of its 
direct bearing on Reorganization Plan No. 1 of 1958, the complete 
two-volume report is printed in the appendix of the subcommittee’s 
recent hearing record. 

The McKinsey report drew heavily on the 1956 civil defense 
hearings and report of the Military Operations Subcommittee” to 
illustrate the major problems confronting the present nonmilitary 
defense organization. 

Citing numerous inconsistencies and examples of overlapping and 
confusion in the functions of ODM and FCDA, the report observed 
that defense mobilization and civil defense “* * * are no longer 
separate and mutually exclusive.’ It quoted with approval the 
subcommittee finding that— 


Civil defense must be construed in a broad sense, encom- 
passing all those tasks necessary to prepare the Nation to 
withstand and overcome the ravages of enemy attack. * * * 
The subcommittee sees no sensible distinction between the 
civil defense planning activities of ODM and FCDA and 
believes that these related activities should be merged.” 


Summarizing the first phase of its study, the McKinsey report 
concluded that— 


* * * in most areas of nonmilitary defense planning, con- 


fusion or duplication exists among the organizations involved 
in that planning. No precise and accepted definition indi- 
cates who shall be responsible for essential activities in the 
event of an attack. In total, this Nation lacks the organi- 
zational arrangements needed for developing a consistent, 
well-defined program for surviving and recovering from a 
massive nuclear attack.” 


Three main organizational concepts were considered as alternatives 
by the McKinsey report: (a) the dual command concept represented 
by the present ODM—FCDA arrangement; (6) the executive depart- 
ment concept recommended by the Military Operations Subcommittee; 
and (c) the Executive Office concept, which is provided for in Reor- 
ganization Plan No. 1. 


Dual command 


The dual command concept, according to the McKinsey report, 
rests on the assumption that nonmilitary defense functions can be 
20H. Rept. No. 2946, 84th Cong., 2d sess. 


21 McKinsey report, vol. I, ch. 1, p. 18. 
22 Ibid., quoted at pp. 2-4. 
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separated, with two lines of authority stemming from the President. 
Under one line of authority the FCDA is re sponsible for actions to be 
taken in the attack and immediate postattack periods. With another 
line of authority, the ODM is responsible for the longer rehabilitation 
period with emphasis on the mobilization and allocation of resources. 

Having satisfied itself on the basis of its own investigations and 
review of this subcommittee’s findings in 1956 that the dual com- 
mand concept was directly responsible for much of the confusion and 
duplication existing in nonmilitary defense planning, the McKinsey 
report next considered the subcommittee’s recommendation for 
Department of Civil Defense. 

Cabinet department 

The following advantages were seen in giving civil defense depart- 
mental status: 

(1) Greater acceptance of the need for nonmilitary defense would 
be encouraged, with resultant developments of in-being postattack 
capability at State and local levels. 

(2) A focal point would be provided for direction and coordination 
of programs to reduce vulnerability and increase the Nation’s readi- 
ness to survive an attack. 

(3) Prestige of the agency would be enhanced in the eyes of the 
public and among other Federal agencies. 

(4) Morale in the ¢ agency would be raised. 

(5) Cabinet status ‘for the head of the agency would be perma- 
nently settled. 

(6) Financial support might be more easily gained. 

On the other hand, the McKinsey report saw the following dis- 
advantages attaching to departmental status: 

(1) Duplication in sources of policy guidance and direction for 
other agencies still would remain (presumably as between the Presi- 
dent’s Executive Office and the department head), causing continued 
confusion and retarding efforts to develop postattack capability. 

(2) The new department would face the same problems of gaining 
acceptance for, and compliance with, its delegations to other agencies, 
or it would be forced into uneconomical duplication of activities. 
Older coequal departments would not readily accept monitoring and 
direction of their activities by a new department. 

(3) Departmental status would tend to freeze the organizational 
structure, or at least slow up organizational changes because of the 
need to submit them for legislative approval. The President’s 
ability to modify organizational arrangements for quick adaptation 
to new conditions would be retarded. 

The McKinsey report then concluded that the proposal for a Cabinet 
department was based on ‘‘questionable assumptions’”’ and raised— 


serious doubts that this alternative would solve the organi- 
zational problems of the Federal Government’s nonmilitary 
defense activities. 


Executive Office 

Finally, the McKinsey report considered (and endorsed) the 
Executive Office concept, predicated on the assumption that policy 
guidance, direction, and coordination should be forthcoming by or 
in the name of the President, and that “operational’’ or “specialized” 
functions sbould be placed in agencies suitable for performing them. 
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Theadvantages of the Executive Office arrangement were said to be 
these: 

(1) Greater assurance would be provided that plans for the entire 
nonmilitary defense job would be integrated and consistent. The 
President would have direct and readily accessible staff assistance for 
the whole gamut of his nonmilitary defense responsibilities. 

(2) By Toe ‘ating responsibility ‘for planning and coordinating all 
coeailieas defense activities in the Executive Office of the President, 
greater stature would be given to those charged with supervising the 
Federal departments and agencies performing assigned functions. 

(3) Attention would be focused on the importance of the job to be 
done, and greater public awareness would be created. 

(4) Policy guidance and direction from a single source would 
reduce confusion resulting from dual and sometimes conflicting 
assignments to Federal departments and agencies and establish the 
importance of the delegated assignments. 

(5) Maximum use would be made of existing departments and 
agencies. A simpler framework would be created for expediting 
formulation of policy and for settling questions as they arise, thus 
promoting the developme nt of realistic plans and giving greater 
assurance that Federal departments and agencies would be prepared 
to perform effectively in emergencies. 

(6) The President would have flexibility in changing delegations 
and in modifying the organizational structure quickly to meet new 
needs in rapidly changing circumstances. 

I'wo possible bases of criticism against this plan were mentioned: 

(1) As a proponent for nonmilitary defense, the new agency in 
the Executive Office of the President might not be able to serve 
effectively in resolving conflicting claims for critical resources. 

(2) The new agency would be charged with certain functions not 
traditionally performed within the Executive Office, such as informing 
the public and training State and local civil defense leaders, which 
would involve direct relations with governors and mayors and mainte- 
nance of a substantial field staff. 

Responding to the first point, the McKinsey report maintained that 
central programing and allocation of certain basic resources was very 
limited during World War II and the Korean conflict, that the 
Federal departments and agencies for the most part could perform 
these programing and allocating functions for resources within their 
juris...ctions, that in the event of a limited war there would be time 
to build up whatever central controls that are necessary, and that in 
the event of a nuclear attack on the United States such central con- 
trols would not likely be operative for many. months after the initial 
attack. 

Stating that it was not practicable to maintain standby central 
programing and allocation machinery over a long cold-war period, the 
report conceived that the new agency could plan. for the establishment 
of such machinery without necessarily functioning in that capacity. 

As to the second point, the report noted that the function of keeping 
the public informed of the nature of the threat is appropriate to a 
central directing and coordinating agency, and during World War. II 
emergency agencies in the Executive Office of the President discharged 
comparable responsibilities without adverse results. 
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In summary, the McKinsey report concluded that the Executive 


Office alternative offered a sound basis for remedying present organiza- 
tional deficiencies and was better than the other alternatives discussed. 


In the first part of its report, submitted in December 1957, McKin- 


sey & Co. recommended that the President include in an early message 
to the Congress a statement recognizing the overlap and duplication 
in present organizational arrangements, the vital importance of non- 
military defense functions, and the need to develop new concepts and 


to have complete authority vested in himself. 
Accordingly, the President included in his budget message for 1958 
the following statement: 


about a month after the McKinsey & Co.’s second report. 
literally the company’s recommendation that steps be taken by means 
of a reorganization plan to (1) transfer to the President functions 
vested in ODM and FCDA, (2) abolish those agencie 
the President to delegate functions, 
Executive Office, (5) staff it with a Director, Deputy Director, and 
other high-level assistants, (6) make the new Director a member of 
the National Security Council, and (7) transfer the Civil Defense 
Advisory Council to the new agency. 
from the recommendations was that the administration added the 
words ‘‘Defense and”’ to the title of the McKinsey & Co.’s proposed 


The structure of Federal organization for the planning, co- 
ordination, and conduct of our nonmilitary defense programs 
has been reviewed, and I have concluded that the existing 
statutes assigning responsibilities for the central coordination 
and direction of these programs are out of date. The rapid 
technical advances of military science have led to a serious 
overlap among agencies carrying on these leadership and 
planning functions. Because the situation will continue to 
change and because these functions transcend the responsi- 
bility of any single department or agency, I have concluded 
that they should be vested in no one short of the President. 
I will make recommendations to the Congress on _ this 
subject.” 


Reorganization Plan No. 1 of 1958 was transmitted to the Congress 


new Office of Civilian Mobilization. 


ROLE OF OFFICE OF DEFENSE AND CIVILIAN MOBILIZATION 


It followed 


s, (3) authorize 
(4) create a new agency in the 


The only discernible departure 


As stated earlier, the new agency in the President’s Executive 


Office, under the reorganization plan, would have the status of another 
delegate agency, performing such functions as the President would 


assign. 
The McKinsey report contemplated that the President would issue 


appropriate Executive orders delegating to the Office of Defense and 
Civilian Mobilization those functions formerly delegated to ODM and 
the statutory civil defense functions of FCDA (except the emergency 
powers prescribed in title III of Public Law 920 which would be 
retained by the President), while delegating anew to the Federal 
departments and agencies s those functions alr< ady delegated by ODM 


and FCDA. 





% Cited in H. Doc. No. 375, 85th Cong., 2d sess. 
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The McKinsey report also anticipated that additional Executive 
orders would be issued later on to realine functions of the Office of 
Defense and Civilian Mobilization and of the Federal departments 
and agencies in accord with its recommendations. 


The ‘delegations’ concept 


In his message which accompanied the reorganization plan, the 
President said: 

Initially, the Office of Defense and Civilian Mobilization 
will perform the civil defense and defense mobilization func- 
tions now performed by the Office of Defense Mobilization 
and the Federal Civil Defense Administration. One of its 
first tasks will be to advise me with respect to the actions to 
be taken to clarify and expand the roles of the Federal de- 
partments and agencies in carrying out nonmilitary defense 
preparedness functions. After such actions are taken, the 
direction and coordination of the civil defense and defense 
mobilization activities assigned to the departments and 
agencies will comprise a principal remaining responsibility of 
the Office of Defense and Civilian Mobilization. 


ODM Director Gray testified: 


The role of the Office of Defense and Civilian Mobilization, 
at best, will be one of direction, coordination, and stimula- 
tion of all of the many efforts throughout the country which 
go to make up mobilization readiness. This direction, co- 
ordination, and stimulation can best be done by an agency 
which is as close to the President as possible.™ 


It is apparent from these statements, and from supporting testi- 
mony, that the ‘delegations’ concept w ill loom large in Federal civil 
defense and that the Office of Defense and Civilian Mobilization will 
be primarily a staff coordinating agency. This reflects the McKinsey 
report concept that a srincipal function of the new agency will be 
“to visualize the cas of our nonmilitary preparedness,” while 
operating plans would be prepared by other Federal departments 
and agencies and by State and local governments. The Office of 
Defense and Civilian Mobilization would be responsible for seeing 
that these plans were forthcoming, were properly coordinated, and 
were tested and evaluated. 

The Office would take the lead in preparing “emergency operating 
plans” only when no suitable Federal department or agency could carry 
out the assignment (for example, price controls) or when the function 
or activity involved several departments and agencies (for example, 
radiological defense) or when the function was closely related to other 
responsibilities of the central office (for example, public information). 

The McKinsey report identified 16 major program areas in non- 
military defense. Of these, six were related to survival of civilians and 
the satisfaction of their needs in an emergency: shelter, radiological 
defense, food, health and medical, emergency housing and community 
facilities, and welfare. 

Three were related to national-resource management in an emer- 
gency: emergency economic planning, material resources and produc- 
tion, and manpower. 


*4 Hearing transcript, p. 551. 
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Two were related to providing essential services: warning and 
communications, and transportation. 

Five were related to support of the non-military-defense program 
as a whole: research, public information and education, training, 
damage assessment, and emergency government organization (con- 
tinuity of government). 

The McKinsey report stated that its analysis of these 16 program 
areas indicated that in 6 no significant change in present delegated 
assignments was required: emergency housing and community facili- 
ties, emergency economic planning, material resources and production, 
transportation, damage assessment, and government organization for 
emergency. 

In eight program areas, a need was seen for clarifying or assigning 
additional functions to departments and agencies: radiological defense, 
food, health and medical, manpower, warning and communications, 
research, training for skills, and welfare. 

Finally, in three program areas, the need was seen for retaining 
responsibility for the functions (and clarifying them) in a single 
central organization: shelter, public information and education, and 
leadership — training.” 

Shelter functions of the central office, it was explained, would 
encompass research and the deve lopment of proposed policies and 
programs for approval by the President. In the event a shelter 
construction program were to be adopted, assignment of responsi- 
bilities could be reconsidered, and the functions assigned to one or 
more established agencies; for example, the Housing and Home 
Finance agency might be charged with site selection, contracting, 
and financing. 


Budgeting and financing 


In the McKinsey & Co. concept of delegated nonmilitary defense 
tasks, the grant-in-aid functions now pe .rformed by FCDA would be 
apportioned among Federal departments or agencies having major 
nonmilitary de fense : assignments and the capacity to administer such 
grants. Appropriations would be made to the central agency in the 
Executive Office of the President and apportioned among the other 
agencies, on the basis of approved budgets, to be administered by 
them in accordance with approved standards and procedures. 

The McKinsey report did not suggest how appropriations for non- 
military defense generally are to be handled. The Budget Bureau 
witness at the hearings said he assumed funds for the new Office of 
Defense and Civilian Mobilization would be requested by its Director, 
but that the method of budgeting for the delegate agencies was still 
unsettled. He expressed the belief that the executive branch and the 
Appropriations Committees both favored a single consolidated 
appropriation, whether made directly to the President or to the 
Director, out of which funds would be allotted to the agencies. 

A supplemental statement, submitted by Budget Director Maurice 
H. Stans at the subcommittee’s request, contains this explanation: 


The requests for appropriations to be made to the Office 
of Defense and Civilian Mobilization would be justified by 
the Director of that agency. It is expected that the requests 
would be broken down into several appropriation items cover- 


% Training is divided between leadership and skills in the McKinsey & Co. analysis. 
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ing such activities as operating expenses, emergency supplies 
and equipment, research and development, grants to States, 
and disaster relief. 

The appropriation for operating expenses would include 
funds for functions delegated to other agencies. This would 
be consistent with the views expressed by the Committee on 
Appropriations of the House in acting on the 1959 budget 
estimates. Of course, the need for funds for such delegated 
functions would be covered in the usual budget justification 
which would be presented by the Director of the Office of 
Defense and Civilian Mobilization. 


Internal organization 


The McKinsey report outlined two alternative forms of interna 
organization for the new agency in the Executive Office of the Presi- 
dent. The reorganization plan submitted by the President does not, 
of course, indicate how the consolidated functions of ODM and 
FCDA will be distributed, either within the new agency or among 
the other Federal agencies. 

The Budget Bureau witness said that the McKinsey report recom- 
mendations would be supported by the Bureau. He noted, however, 
that the internal organization and operations of the new agency would 
be determined by the new Director, who has not yet been designated. 
The other witnesses also indicated that the judgment of the President 
and of the new Director would be controlling in this regard. 

According to testimony at the hearings, the ODM has 238 author- 
ized full-time personnel, although some positions presently are not 
filled. ‘The FCDA has approximately 1,300 personnel, of whom 57 
are stationed in Washington, D. C., 750 in Battle Creek headquarters, 
and the remainder in regional and other offices. 

The heads of these two agencies were unable to state positively 
whether the merger would result in any personnel reductions, although 
it was indicated that some reductions would be made. 

Another matter of interest was the probable effect of the reorganiza- 
tion on the FCDA location at Battle Creek, Mich. The McKinsey 
report contained this statement.” 


To direct and coordinate effectively the efforts of other 
Federal departments and agencies, it is necessary that the 
proposed Office of Civilian Mobilization have its offices in 
the District of Columbia or its environs and be symbolically 
identified with the Executive Office of the President. This 
will mean moving certain elements of the FCDA national 
headquarters in Battle Creek back to Washington—but not 
allofthem. In our view, the Battle Creek facilities make an 
ideal location for a national nonmilitary defense training cen- 
ter. We would propose leaving almost all public information 
and education and training activities at Battle Creek. In 
addition, it may be feasible to continue the nonmilitary de- 
fense research and development activity at Battle Creek. 


Administrator Hoegh stated to the subcommittee that although 
some key personnel might be transferred to Washington, he ‘‘did not 
see any great change in the facilities that we are now occupying in 

2% The McKinsey report, vol. II, ch. 5, p. 13. 
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Battle Creek, Mich.’”’ In support of this position, Mr. Hoegh cited 
the factors of dispersal, good location for training purposes, and good 
communications, which represent a substantial investment of money. 

Director Gray concurred generally with this testimony, noting that 
the Bureau of the Budget had conv eyed information to members of 
the Michigan delegation that Battle Creek would not be appreciably 
affected. 

Field organization 

The reorganization plan provides for regional directors, not to 
exceed 10, to be appointed under the classified civil service. 

The FCDA presently has seven regional offices; the ODM has 
regional mobilization committees each headed by an executive officer 
and secretary on loan from other Federal agencies. Under the plan, 
regional offices would be unified, presumably using the FCDA regional 
offices as organizational bases. 

The McKinsey report drew attention to the varying regional 
boundaries of various Federal departments and agencies, which would 
complicate the field role of the new Office of Defense and Civilian 
Mobilization in “stimulating, assisting, and coordinating local efforts.” 

The report noted that the ODM and the Bureau of the Budget had 
collaborated in developing a proposal for relating the regional areas 
of Federal agencies, based on the Army’s 6 area commands, and di- 
viding the Fifth and Sixth Army areas in two, to form 8 regions in all. 
Reorganization of Federal agencies’ regional boundaries is a probable 
consequence. 


SUBCOMMITTEE’S CONCLUDING OBSERVATIONS 


The subcommittee has given careful thought and analysis to Re- 
organization Plan No. 1 of 1958. It believes that a report on this 
plan should be presented to the Congress even though no disapproving 
resolution has been introduced in the House of Representatives. 

The matter at issue is vitally important—a shift of Federal agency 
responsibility to the President for mobilizing the Nation’s resources 
and for preparing the Nation to withstand a nuclear attack. 

So far, these responsibilities have not been effectively discharged. 
The enabling legislation is outmoded, the funds insufficient, the execu- 
tive leadership lacking, and the American people unprepared. No 
reorganization plan by itself can overcome these heavy drawbacks. 
The most it can do is make a start. 

Reorganization, without the will to perform, without strong backup 
legislation and funds, without broad acceptance of preparedness 
measures by the public, cannot prepare this Nation for survival and 
recovery from the devastation of massive nuclear attack. 

Through its own extensive investigations, the subcommittee became 
convinced that new legislation was needed to build an effective civil 
defense in the United States. Legislation seeking this objective was 
drafted and unanimously sponsored by subcommittee veaiaiiiies during 
the last session of Congress. The President, through the Bureau 
of the Budget, formally opposed it. 


Why the plan is not opposed 


In evaluating the President’s plan, the subcommittee is confronted 
with this practical situation: There is little likelihood that the 
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subcommittee’s own legislative recommendations (H. R. 2125) will be 
enacted against the President’s opposition. 

The plain facts of life also suggest that civil defense is in so low 
a _ that nothing could make it worse and something could make 
it better. 

For these reasons the subcommittee dares hope, despite its doubts 
and reservations, that some improvement might be effected by this 
reorganization plan. 

With one feature of the plan the subcommittee is in full accord. 
It promises to put an end to the bickering and confusion caused by 
two competing Federal agencies, the FCDA and the ODM. These two 
agencies would be merged. The subcommittee made a recommenda- 
tion along this line 2 years ago. 

If this reorganization plan is to begin making any real impact on 
civil defense and mobilization, however, the most exacting and 
unremitting effort will be demanded of the President. To quote a 
sentence from the McKinsey report, upon which this plan is based: 


The stakes involved are so great—national survival—and the 
actions that may be taken by government of such conse- 
quence to citizens that the President must continually be 
informed of problems, resolve policy issues, and assume 
accountability for the adequacy of the entire nonmilitary 
defense preparedness program. 


Since the President has signified his willingness to make a start 
toward assuming that degree of responsibility and that intensity of 
effort, the subcommittee does not lack comelasiael to oppose the trans- 
fer of authority as provided in Reorganization Plan No. 1 of 1958. 

If the President exercises authority under this plan in positive and 
constructive ways, he will soon find that it must be bolstered by a new 
legtslative authority. If he uses this plan to further fragment and 
disperse the civil defense functions of the Federal Government, then 
the subcommittee believes that civil defense will be in worse condition 
than it is now, and corrective legislation will be needed. 

In the subcommittee’s view, this plan should be considered as a trial 
effort by the President in a complex and difficult area of Federal 
activity. The responsibility is placed squarely upon his shoulders. 
Things to watch for 

(1) Will this plan be used as a precedent for similar transfers of 
authority to the President? 

The form of the plan, as the subcommittee made clear in the body 
of the report, is questionable in its use of the Reorganization Act of 
1949, as amended, to transfer the functions of an independent statutory 
agency to the President. This transfer of authority, taken together 
with the unlimited power to delegate, redelegate, or withhold delega- 
tion, in effect gives the President a continuing power of reorganization 
without having to obtain further approval from the Congress. 

The intent of the Reorganization Act has been stretched beyond 
ordinary bounds by this exercise of authority in its name. The sub- 
committee desires to go on record as stating that Reorganization 
Plan No. 1 of 1958 should not be considered by the Congress as a 
proper precedent in considering future reorganization plans. 

(2) Will the transfer of authority under the plan be real or nominal, 
as far as the President’s personal supervision is concerned? 








: 
; 
: 
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It is simple enough to concentrate authority at the top, but no gain 
in stature and performance is achieved if the staff agency acting for 
the President is made up of mediocre personnel. 

The subcommittee prefers to think that the President, instead 
of taking the reins of authority in his own hands, and depending on 
staff subordinates to act for him, could better put that authority 
in charge of a Cabinet member and department. This is a matter of 
judgment. The McKinsey report, although it rejected the idea of 
departmental status for civil defense and mobilization as resting 
on questionable assumptions, actually made some impressive argu- 
ments in behalf of a Cabinet department. Whatever the disad- 
vantages of a department they are not obviously or necessarily greater 
than those implicit in the Executive Office plan. 

(3) Will this plan cause a breakdown of the organizational base for 
ciwil defense and dispersal of these functions by delegation even more 
widely than they are now dispersed? 

The FCDA and ODM admittedly are weak and ineffective agencies. 
The subcommittee proposed in H. R. 2125 to strengthen them and to 
make their organizational base more solid by conferring departmental 
status. 

The reorganization plan, judging by the statements of its proponents 
to date, points in the opposite direction. While concentrating formal 
authority for civil defense and mobilization in the President at the 
apex of government, it would distribute responsibility for performance 
under that authority to many agencies of government. 

The subcommittee’s experience to date is that delegations are means 
of avoiding responsibilities or burdening departments and agencies 
with unmanageable tasks. 

The subcommittee does not doubt that the organic legislation re- 
lating to FCDA and ODM contemplated the use of other Federal 
agencies in civil defense and mobilization work. In fact, the subcom- 
mittee was strongly critical of these agencies for not utilizing govern- 
ment resources more effectively. 

It does not follow, however, that all the tasks of civil defense and 
mobilization can be parceled out among the agencies. The subcom- 
mittee is satisfied that there are enough important tasks in civil 
defense and mobilization to justify a strong organizational base for 
these activities, even while other governmental resources are utilized. 
Certain of these tasks, such as radiological defense and shelter plan- 
ning and construction, are so unprecedented and difficult that they 
justify a special entity of government planning and working on its 
own as well as in cooperation with other government agencies. 

If these civil defense and mobilization functions are considered in 
a purely formal sense, as the McKinsey report considers them, with- 
out ranking them in a scale of importance or urgency, then all such 
functions can be associated with one established agency or another. 
Then, having been parceled out, they inevitably become lost or sub- 
merged in the grind of routine business or in the pursuit of major 
missions not related to civil defense and mobilization. 

(4) Will the new Office of Defense and Civilian Mobilization, acting 
for the President, be able to ride herd on government agencies performing 
delegated functions and to bring about concerted effort and systematic 
progress? 
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[he subcommittee observes in this connection that there is no 
magic in “coordination” from the Executive Office of the President. 
ODM has enjoyed this privileged position for 7 or 8 years, yet that 
Office never has acquired the prestige or competence to make any 
decisive impact on a vital sector of our national life. 

Responsibility for performance in government often is an elusive 
factor that must be pursued through many layers of organization 
and personnel. No staff agency, acting in the President’s name, yet 
has demonstrated the ability to weld myriad Federal agencies (not to 
mention State and local agencies) into a unified effort for achievin 
objectives which reach beyond established lines of deesteieial 
organization and funding. 

(5) Will the Executive Office of the President be able to accommodate 
“operating” and field functions? 

If the new agency in the President’s Executive Office fails, as ODM 
and FCDA have failed, to effectively harness government agencies 
for the tasks of civil defense and mobilization, then it will be obligated 
to assume many such functions itself. Thereby the President’s 
Executive Office would spawn a great “operating agency’ performing 
tasks that appear unsuited to that Office and more suited for a separate 
agency or department. 

At once, this reorganization plan would give a new cast to the 
Executive Office of the President. The several components of that 
office (the White House Office, the Bureau of the Budget, the Council 
of Economic Advisers, the National Security Council, and the Office 
of Defense Mobilization) altogether have approximately 1,250 
employees. This plan would bring in some 1,300 more, presently 
employed by the FCDA. 

If the FCDA personnel in the Battle Creek headquarters are not 
to be appreciably reduced, as proponents of the plan have testified, 
then the Executive Office of the Pr esident would have for the first 
time a large branch office removed from the home office near the 
White House. 

And even if the new agency confines itself, as the McKinsey report 
recommended, largely to public information and training functions, 
these tasks conducted through 8 or 10 regional offices would carry 
representatives of the Executive Office of the President into every 
city and hamlet of the Nation as dispensers of funds and as promoters 
of preparedness. 

It has been said that the voice of the President must be heard— 
and heard often—to alert the citizenry to the nuclear threat and to 
persuade them to take preparatory measures of self-help. Whether 
the President should convey his message through this type of field 
arrangement, organized from his Executive Office, is another matter. 

The subcommittee intends to follow closely the developments 
resulting from this plan and to report to the Congress at a later date. 
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MINORITY REPORT 


The undersigned minority members have never before found it nec- 
essary to file dissenting views with a report of this subcommittee. It 
is especially regrettable that we find it necessary to do so now since 
we apparently come to the same conclusion as does the majority. 
That is, we do not oppose Reorganization Plan No. 1 of 1958. How- 
ever, we find it impossible to concur in some of the statements made 
by the majority and cannot approve the general tone of its analysis of 
the plan. 

Until final subcommittee action there was hope that the language 
which gives the report its unbecoming tenor could be eliminated. 
This hope, however, vanished on June 4, 1958, with the appearance 
in a newspaper story of quotations from the confidential draft report. 
As of that date the report, which had been revised since the last 
subcommittee meeting, was still, according to the chairman, even 
though “approved by all majority members” subject to ‘final com- 
mittee action.’ 

In the introduction to its report the majority admits that “no 
formal committee action presently is required by way of reporting 
out a resolution and bringing the reorganization plan to the floor” 
and in its concluding observations implicitly recommends that the 
Congress take no disapproving action on Reorganization Plan No. 1 
of 1958, yet with seeming incongruity, other portions of the report 
all but condemn the plan to oblivion with critical analysis. If we 
were to subscribe to the majority’s analysis of the plan, we could not, 
in good conscience, subscribe to a recommendation against disapproval. 

Admittedly, the effectiveness of civil defense in the United States 
has not been maximized under existing legislation. However, this 
point could have been made without unnecessarily and unfairly im- 
pugning the efficiency of hundreds of dedicated people doing their 
best in a program, the effectiveness of which is limited through no fault 
of theirs. To state that (report, p. 23) “the plain facts of life * * * 
suggest that civil defense is in so low a state that nothing could make 
it worse * * *’ can only engender bitterness and disappointment 
where patriotism and devotion to public service existed before. 

We are not satisfied with what has been done in the civil defense 
program, but we do not feel that the performance of the Administra- 
tion has been such as to justify the aspersions cast by such phrases as 

“executive leadership lacking,” ‘“‘without the will to perform,” 
“mediocre personnel,”’ ‘‘weak and ineffective agencies,” and ‘“responsi- 
bilities have not been effectively discharged.” 

Nor do we believe it is necessary to suggest that the American 
people, who have demonstrated a capacity for utter sacrifice whenever 
the occasion demanded, are unwilling “to accept the effort, discipline, 
and sacrifice demanded for protection against nuclear attack upon the 
United States.”’ 
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However, such matters aside, we believe that the Administration has 
come forward with a plan which is worthy of realistic appraisal. 

The majority candidly states its conviction that existing civil 
defense legislation ‘should be completely rewritten to create a new 
department * * *’ and devotes a section of its report (p. 12) to the 
“subcommittee’s proposed solution”? embodied in H. R. 2125. 

One of the facts of life, however, as pointed out by the majority, is 
that the American people, the Congress, and the administration have 
yet to be brought into agreement with the subcommittee. The under- 
signed still favors the legislation which was introduced by every 
member on this subcommittee but feel that the reorganization plan 
can be looked at objectively. 

A comparison of certain significant organizational provisions now 
prevailing, proposed by H. R. 2125, and proposed under Reorganiza- 
tion Plan No. 1 of 1958 is shown below: 

1. Vesting of functions: 

(a) Current: Functions are variously vested in the Director 
of the Office of Defense Mobilization, the Federal Civil Defense 
Administrator, and the President. Presidential functions are 

rincipally delegated to the Director of the Office of Defense 

Mobilization. 

(6) H. R. 2125: Civil defense functions would be vested in the 
Secretary of Civil Defense, together with those functions of the 
Office of Defense Mobilization, as determined by the President, 
which pertain to the functions and duties of the Secretary of 
Civil Defense (sec. 302). 

(c) Reorganization Plan No. 1: Transfers to the President all 
functions now vested in the Federal Civil Defense Administrator 
or in the Director of the Office of Defense Mobilization, with 
power of delegation and redelegation. The Office of Defense 
and Civilian Mobilization in the Executive Office of the Presi- 
dent would be expected to be the central agency assisting the 
President in these matters and would be expected to receive 
certain delegations accordingly. 

. Delegation to other departments and agencies: 

(a) Current: Various departments and agencies have delega- 
tions from both the Office of Defense Mobilization and the 
Federal Civil Defense Administration. 

(6) H. R. 2125: Contemplates delegations, or equivalent, by 
Secretary of Civil Defense (sec. 2, last sentence; secs. 202 (11), 
406, 413). Also continues in effect existing delegations until 
modified by Secretary of Civil Defense (sec. 305). 

(c) Reorganization Plan No. 1: Initially the various delegate 
agencies will have, under ODCM guidance, the same delegations 
they now have under the guidance of, as the case may be, ODM 
or FCDA. It is expected that those delegations may be widened 
later, after recommendations furnished by the new agency have 
been considered by the President. 

3. ve status and internal organizations (see item 4, 
below): 

(a) Current: The Federal Civil Defense Administration is a 
separate or an independent agency; the Office of Defense Mobil- 
ization is in the Executive Office of the President. No internal 
organizational arrangements are in either case prescribed by law. 
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(6) H. R. 2125: Provides for a Department of Civil Defense; 
does not prescribe internal organization of department. 

(c) Reorganization Plan No. 1: Provides for the Office of 
Defense and Civilian Mobilization in the Executive Office of the 
President; does not prescribe internal organization of Office. 


. Statutory positions provided: 


(a) Current: Director of the Office of Defense Mobilization 
($22,500); Deputy Director of the Office of Defense Mobilization 
($20,500) ; Federal Civil Defense Administrator ($21,000); Deputy 
Federal Civil Defense Administrator ($20,500). 

(b) H. R. 2125: Secretary of Civil Defense ($25,000); Deputy 
Secretary of Civil Defense ($22,500); three Assistant Secretaries 
($20,000); Administrative Assistant Secretary ($20,000); General 
Counsel ($20,000). 

(c) Reorganization Plan No. 1: Director of the Office of De- 
fense and Civilian Mobilization ($25,000); Deputy Director 
($21,000); three Assistant Directors ($20,000). 


. Membership on the National Security Council: 


(a) Current: Director of the Office of Defense Mobilization is 
a member; Federal Civil Defense Administrator, by request of 
the President, participates on the National Security Council when 
matters affect the Federal Civil Defense Administration. 

(6) H. R. 2125: Provides membership for the Secretary of 
Civil Defense. 

(c) Reorganization Plan No. 1: Provides membership for the 
Director of the Office of Defense and Civilian Mobilization. 


. Membership on the Cabinet: 


(a) Current: Both the Federal Civil Defense Administrator 
and the Director of the Office of Defense Mobilization, by request 
of the President, are ‘“members’”’ of the Cabinet. 

(6) H. R. 2125: Past practice suggests that either the Secretary 
of Civil Defense or the Director of the Office of Defense and 
Sivilian Mobilization would be invited by the President to sit 
with the Cabinet. 

(c) Reorganization Plan No. 1: Past practice suggests that 
either the Secretary of Civil Defense or the Director of the Office 
of Defense and Civilian Mobilization would be invited by the 
President to sit with the Cabinet. 


. Relation to the Department of Defense: 


(a) Current: The Department of Defense is represented on 
several interagency committees concerned with defense mobiliza- 
tion and civil defense. Chief among these are the Defense 
Mobilization Board and the Civil Defense Coordinating Board. 
More important, however, is staff coordination at all levels of 
the agencies. 

(6) H. R. 2125: Provides for an independent Military Liaison 
Committee (sec. 108), composed of a full-time Chairman ap- 
pointed by the President with Senate confirmation and one or 
more representatives of each military department designated by 
the head thereof. Each member would receive a salary of $20,000. 

(c) Reorganization Plan No. 1: The President and the Director 
of the Office of Defense and Civilian Mobilizationggpuld retain 
existing mechanisms of interagency coordination or‘Institute new 
ones. As noted above, staff coordination at all levels is the mgst 
important for sound program development. 
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8. Advisory committees, boards, and councils: 

(a) Current: The Civil Defense Advisory Council is created 
by the Federal Civil Defense Act. Section 102 (b) of the Federal 
Civil Defense Act, section 303 (a) of the National Security Act, 
and sections 701 (b), 703, and 710 of the Defense Production 
Act authorize the establishment of advisory groups. 

(6) H. R. 2125: Provides for a Scientific Advisory Board 
(sec. 109) and Civil Defense Advisory Council (sec. 110); and 
authorizes the Secretary of Civil Defense to establish such addi- 
tional advisory boards as he deems necessary (sec. 403); and 
permits the retention of existing bodies (sec. 305). 

(c) Reorganization Plan No. 1: Transfers the existing Civil 
Defense Advisory Council to the Office of Defense and Civilian 
Mobilization. Also continues existing authority to establish ad- 
visory boards and permits the retention of existing bodies. 

It should be emphasized that the majority admits that there is little 
likelihood that its legislative recommendation (H. R. 2125) will be 
enacted. 

In view thereof, the subcommittee’s logical course would appear 
to be some alternative step which, although it might fall short of what 
the subcommittee would desire, would at least be a step forward. 
Admittedly Reorganization Plan No. 1 is a modest step but, as the 
majority realistically admits, it is a step in the direction which the 
subcommittee itself has indicated. 

Both H. R. 2125 and Reorganization Plan No. 1 contemplate the 
continuation of the use of delegations (see secs. 2, 202 (11), 305, 406, 
and 413 of H. R. 2125). Neither the bill nor the plan, however, 
predetermines what delegations (or how many) will ultimately be 
made. Both would leave such determinations to the central non- 
military defense agency, subject, of course, to the direction of the 
President. Under the reorganization plan, the Office of Defense and 
Civilian Mobilization would be assigned the responsibility to carry 
out central direction and coordination functions on behalf of the 
President. The delegations would cover only specific functions to be 
carried out by the departments and agencies. The broad plannin 
and advisory functions would remain in the Office of Defense mit 
Civilian Mobilization. It is presumed that similar arrangements are 
contemplated with respect to the delegations authorized and directed 
in H. R. 2125. 

The rationale for making use of delegate agencies is well stated in 
the McKinsey report: 

Many Federal departments and agencies are already 
administering peacetime activities that are similar to those 
that would be required for nonmilitary defense. Hence, it is 
logical to extend their responsibilities to include performance 
of functions involving plans and preparations for the conduct 
of the essential emergency activities with which they are 
familiar. It is neither feasible nor economical to assign 
duplicating and inextricably related responsibilities to a 
separate Federal agency. (Vol. II, pp. 2-8.) 

While it is true, as the majority points out, that the plan does not 
indicate how the consolidated functions of ODM and FCDA will be 


distributed, the testimony in the hearings does contain these clues in 
the testimony of the Budget Bureau witness: 
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I can only tell the committee again that the Bureau is 
impressed with the suggested pattern of organization for 
this new Agency that is embodied in the McKinsey report. 
We intend to commend that to the favorable attention of 
the new Director. But we obviously are unable to commit 
him to anything in advance. 


and: 
You can understand that the Budget Bureau will favorably 
commend that pattern of organization to the new Director. 


The McKinsey report recommends that the roles which existing 
Federal departments and agencies play in carrying out nonmilitary 
defense preparedness activities be clarified and expanded. Emphasis 
will clearly be placed initially on the clarification aspect, principally 
by replacing the present dual delegations of the Federal Civil Defense 
Administration and the Office of Defense Mobilization with a single 
set of Presidential assignments. (It is noteworthy that H. R. 2125 
would permit the continuation of dual delegations.) Expansion of 
delegations, as contemplated by the McKinsey report and the Bureau 
of the Budget, would come largely at a later date when policies and 
programs had developed to a sufficient extent as to make it desirable. 
The new Office of Defense and Civilian’ Mobilization would have the 
opportunity to give these proposals thorough study as program develop- 
ments materialized before recommending that the President approve 
any expansion of delegations. 

McKinsey & Co. recommended that no significant change be made 
in the assignment of functions to departments and agencies in six pro- 
gram areas. Similarly, the firm recommended that the central agency 
carry out the principal functions in three program areas in which no 
substantial assignments to other departments and agencies had been 
made by the Office of Defense Mobilization and the Federal Civil 
Defense Administration. Thus, in the 16 program areas selected by 
the management firm for discussion, it was recommended that dele- 
gations be clarified or expanded in only 8. 

The majority concedes that (report, p. 2)— 


Reorganization Plan No. 1 of 1958 owes its origin in large 
part to certain findings and recommendations made by this 
committee almost 2 years ago in its basic civil defense report 
entitled “Civil Defense for National Survival (H. Rept. No 
2946, 84th Cong., 2d sess.).”’ 


After stating that the plan “promises to put an end to the bickering 

and confusion caused by two competing Federal agencies, the FCDA 
and the ODM,” the majority proclaims that “the subcommittee made 
a recommendation along this line 2 years ago.’ 

Inasmuch as the plan, as well as the McKinsey report which under- 
lies it, have resulted from the subcommittee’s own studies, we gladly 
take credit, without the reluctance expressed by the majority, for 
what are, in effect our own recommendations. 

The undersigned recommend, along with the majority, that Re- 
organization Plan No. 1 become law. 


R. WaLTeR RIEHLMAN. 

GLENARD P. Lipscoms. 

WiiuiaMmM E. MINsHALL. 
Minority Members, Military Operations Subcommittee . 








ADDITIONAL VIEWS 


The undersigned believe the analysis of Reorganization Plan No. 1 
of 1958 and the information with respect thereto contained in both 
the majority and minority views should be made available to the 
Congress and to the country. 

Since no plan of disapproval of Reorganization Plan No. 1 of 1958 
has been filed in the House of Representatives, the undersigned believe 
it would have been wiser to have issued the information in the form 
of a staff report rather than to issue a formal committee report bind- 
ing the members to the views contained in the text. The time has 
not yet expired for filing a resolution of disapproval of Reorganization 
Plan No. 1 of 1958, and the committee until that time is not called 
upon officially to express its views to the House. 

Since such a disapproval resolution of the plan may still be filed 
and since a factual record and considerations might be presented in 
connection with such a resolution of disapproval which would alter 
or expand the factual record upon which the instant report is based, 
we believe it would be in the interest of sound procedure to withhold 
the expression of the judgment of the committee or of its individual 
members until either (1) a disapproval resolution is filed and is offi- 
cially before the committee, or (2) until the time for filing such a 
resolution of disapproval has expired. 

The undersigned expressed views on the subject of civil defense in 
House Report No. 839 of the 85th Congress, Ist session, as minority 
views on the eighth report by the Committee on Government Opera- 
tions entitled “Status of Civil Defense Legislation,” reported to the 
House on July 22, 1957. Nothing contained in the hearings, the cur- 
rent report, or in the discussion in the committee consideration of the 
report has caused the undersigned to modify the views on the subject 
of civil defense which were expressed on pages 28-29 of House Report 
No. 839. 

Ciare E. Horrman. 
GEORGE MEADER. 
Crecit M. Harpen. 
Victor A. Knox. 
Rosert H. Micue.. 
Epwin H. May, JR. 
CLARENCE J. Brown. 
Cuar.tes B. Brownson. 
FLorence P. Dwyer. 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REPortT 
2d Session No. 1884 


AVAILABILITY OF INFORMATION FROM FEDERAL 
DEPARTMENTS AND AGENCIES 


(DEPARTMENT OF DEFENSE) 


JuNnE 16, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed with an illustration 


Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


TWENTY-SEVENTH REPORT 


SUBMITTED BY THE SPECIAL GOVERNMENT INFORMATION 
SUBCOMMITTEE 


On June 12, 1958, the Committee on Government Operations had 
before it for consideration a report from its special Subcommittee on 
Government Information entitled ‘Availability of Information From 
Federal Departments and Agencies (Department of Defense).” 

After consideration of the report as submitted by the subcommittee, 
upon motion made and seconded, the report was approved and 
adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


I. INTRODUCTION 
A. BACKGROUND 


The Special Subcommittee on Government Information was char- 
tered by Hon. William L. Dawson, chairman of the House Committee 
on Government Operations, on June 9, 1955. In his chartering letter, 
Chairman Dawson pointed out: 


An informed public makes the difference between mob rule 
and democratic government. If the pertinent and necessary 
information on governmental activities is denied the public, 
the result is a weakening of the democratic process and the 
ultimate atrophy of our form of government. 


1 
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Chairman Dawson instructed the subcommittee to “fully and 
frankly disclose any evidences of unjustifiable suppression of ‘aledene- 
tion or distortion or slanting of facts.” 

In his instructions, Mr. Dawson said further: 


You will seek practicable solutions for such shortcomings, 
and remedies for such derelictions, as you may find and report 
your findings to the full committee with recommendations 
for action. 


On July 20, 1956, the House Committee on Government Operations 
unanimously adopted House Report No. 2947 covering most of the 
areas studied by the Special Subcommittee on Government Informa- 
tion up to that time. One of the areas was the Department of De- 
fense, and the report stated (p. 88): 


The study of the Defense Department so far shows that 
the informational policies and practices of the Department 
are the most restrictive—and at the same time the most con- 
fused—of any major branch of the Federal Government. 


Since that report, the subcommittee has devoted a large part of 
its efforts to a further study of the information practices of the 
Department of Defense and the three military services. The sub- 
committee has directed its attention to the Military Establishment 
not only because the Armed Forces spend about two-thirds of the 
taxpayers’ dollars,but also because in no other part of Government 
is the availability of information to the public and the Congress 
more vital. A fully informed public is indispensable to the survival 
of our form of government. And to the Military Establishment falls 
the awesome responsibility to keep the public abreast of the}“facts 
of life’ in the new atomic-space age in which we are living. 

Because of the special importance of the availability of scientific 
information, the Defense Department’s restrictions on scientific infor- 
mation have been made part of a separate report. (See 23d Report 
by the Committee on Government Operations, H. Rept. No. 1619, 
85th Cong., 2d sess.) 

In the period since the July 1956 report, the subcommittee has held 
15 days of public hearings and has taken testimony from 72 witnesses 
about restrictions on information from the Military Establishment. 


B. HEARINGS 


On November 13, 1956, the subcommittee took testimony from S. E. 
Clements, Director of Planning, Office of Assistant Secretary of De- 
fense for Research and Development; Maj. Gen. John P. Daley, 
Director of Special Weapons, Department of the Army; Maj. Gen. J.S. 
Mills, Assistant Deputy Chief of Staff, Development, Department of 
the Air Force; and Rear Adm. Rawson Bennett, Chief of Naval 
Research, on restrictions on the flow of scientific information. 

On November 14, 1956, the subcommittee took testimony from 
Leonard Niederlehner, Deputy General Counsel, Department of 
Defense; Frank G. Millard, Office of the General Counsel, Depart- 
ment of the Army; F. T. vom Baur, General Counsel, Department of 
the Navy; and John A. Johnson, General Counsel, Department of 
the Air Force; and from Gen. Stanley W. Jones, Assistant Judge 
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Advocate General; Adm. Chester C. Ward, Judge Advocate General 
of the Navy; and Maj. Gen. A. M. Kuhfeld, Deputy Judge Advocate 
General, Department of the Air Force, on the Sol aspects of infor- 
mation restrictions. 

On November 15, 1956, the subcommittee took testimony from 
Joseph Edgerton, Director, and Lee Hargus, Deputy Director, Office 
of Security Review, Office of Assistant Secretary of Defense for 
Legislative and Public Affairs, in an effort to learn the procedures 
being followed for censorship of material originated within the depart- 
ments and of material submitted from outside sources such as news 
media and defense contractors. 

On March 11 and 12, 1957, the subcommittee took testimony from 
Hon. Charles A. Coolidge, Chairman, Committee on Classified In- 
formation, Department of Defense; and from the other members of 
the Coolidge Committee—Adm. William N. Fechteler, USN (retired), 
former Chief of Naval Operations; General John E. Hull, USA 
(retired), former commander in chief, Far East Command; Gen. 
Gerald C. Thomas, USMC (retired), former Deputy Commandant 
of the Marine Corps; and Lt. Gen. Idwal H. Edwards, USAF (retired), 
former Deputy Chief of Staff for Personnel. 

On April 10, 11, and 12, 1957, the subcommittee held hearings with 
Murray Snyder, newly appointed Assistant Secretary of Defense for 
Public Affairs; Robert Dechert, newly appointed General Counsel, 
Department of Defense; and Philip K. Allen, Deputy Assistant 
Secretary of Defense for Public Affairs, on a series of new directives 
issued by then Secretary of Defense Charles E. Wilson covering some 
of the Department’s informational policies. 

On July 1 and 8, 1957, the subcommittee held hearings with Maj. 
Gen. Guy S. Meloy, Jr., Chief of Public Information, Department 
of the Army; William J. Donohoe, Chief of Security Review Office, 
Department of the Army; Rear Adm. E. N. Taylor, Chief of Informa- 
tion, and Capt. J. D. Lamade, Deputy Chief of Information, Depart- 
ment of the Navy; and Brig. Gen. Arno H. Luehman, Director, and 
Brig. Gen. A. J. Kinney, former Director, Office of Information 
Services, Department of the Air Force. 

On November 18 and 19, 1957, the subcommittee took testimony 
from Mr. Snyder and Vice Adm. John M. Hoskins, Director, Office 
of Declassification Policy, Department of Defense, and from Mr. 
Trevor Gardner, former Assistant Secretary of the Air Force for 
Research and Development, and Dr. Clifford C. Furnas, former 
Assistant Secretary of Defense for Research and Development. 

On January 20, 21, and 22, 1958, the subcommittee took testimony 
from Dr. Lloyd V. Berkner, president of Associated Universities, Inc.; 
Dr. Donald J. Hughes, senior physicist, Brookhaven National Labo- 
ratories; Dr. Wallace R. Brode, science adviser to the Secretary of 
State; Dr. Hiden T. Cox, executive director, American Institute of 
Biological Sciences; and Dr. Warren Weaver, vice president for the 
natural and medical sciences, the Rockefeller Foundation. 


C. DEVELOPMENTS 


Since the subcommittee’s report of July 1956, there has been a 
turnover among many of the Pentagon officials responsible for informa- 
tion policies. In routine reassignments, new men have taken over as 
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chiefs of information in the three military services. On March 21, 
1957, Mr. Murray Snyder, then assistant presidential press secretary, 
became Assistant Secretary of Defense (Public Affairs), filling the 
Pentagon’s top information post left vacant by the resignation of 
Mr. Robert Tripp Ross. ‘T'wo of the present service secretaries have 
taken office since July 1956, and Mr. Neil McElroy replaced Mr. 
Charles E. Wilson as Secretary of Defense in October 1957. 

During the same time, many of the departmental and service direc- 
tives and regulations bearing on the availability of information have 
been rewritten, and several other steps have been taken to reduce 
confusion and help the flow of public information: 

The Secretary of Defense appointed the so-called Coolidge 
Committee to study the problems of classified information, and the 
Committee corroborated many of this subcommittee’s findings of 
excessive secrecy at the Pentagon. 

2. The Office ‘of Declassification Policy was established to find a 
way to strip the obsolete secrecy labels from the vast accumulation 
of classified material stored at considerable expense in government 
vaults and warehouses. 

Classification procedures were improved and clarified, in some 
instances, to avoid overclassification and prevent attempts to classify 
the unclassifiable. 

4. A requirement that information disseminated from the Pentagon 
make a “constructive contribution” to Defense Department policies 
was rewritten. 

5. The Defense Department has taken steps to remove some of the 
unjustifiable restrictions on access to information by General Account- 
ing Office investigators gathering material for reports to Congress on 
the Department’s financial activities. 

In addition, following subcommittee inquiry, the Defense Depart- 
ment removed restrictions in innumerable specific instances which 
ranged from the amusing to the arrogant. 


Il. ArrirupE 
A. THE PUBLIC OFFICIAL VERSUS RIGHT TO KNOW 


A public official rarely if ever concedes that he is disregarding the 
public’s right to know when he takes it upon himself to withhold 
public information, with no security or statutory grounds for doing so. 
Usually he is sincere in dec iding that secrecy is “in the public interest”’ 
because of his conviction that he knows best what information the 
public should have—and should not have—about the operations of 
Government. 

This attitude was epitomized by an official who told Assistant 
Secretary Snyder that Mr. Snyder should refuse a newsman’s request 
to see an unclassified Army manual. The official, not identified by 
Mr. Snyder, said (hearings, p. 2235): 


There is no reason why he should have it. This manual is 
printed for the use of technicians in the field. Thousands of 
them will have to use it, but it is not printed for publication. 
I don’t think there is much intelligence value to it or it 
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would have been classified, but I don’t think you should give 
it out. [Italic added.]} 


The penchant for placing restrictions on public information was 
illustrated by the verbal classification applied to weather information 
which could be obtained by calling a Pentagon number prominently 
listed on the front cover of the Pentagon telephone directory. Any- 
one—in or out of the Pentagon—could call the number and receive 
a 1-minute, recorded weather report. At the end of the recording, the 
caller was told that the information was “for military use only and 
dissemination to the public is not authorized.” (See exhibit IV, 
p. 172.) 

B. PACKAGED LIQUOR LIST 


Former Assistant Secretary of Defense Robert Tripp Ross declined 
to make generally available the list of military installations which 
sell packaged liquor to servicemen. In a letter to the subcommittee, 
Mr. Ross explained that he would give the list only to a person who 
had a legitimate basis for obtaining the information, although he did 
not define what he meant by “legitimate basis.”” In addition, Mr. 
Ross set forth a classic excuse when he stated (see exhibit I, p. 163): 


Moreover, there is considerable pressure from the military 
services for the establishment of additional authorized pack- 
aged liquor stores, and comparison between the services as to 
numbers or between one installation and another without 
knowing the factors, might result in needless controversy. 
(Italic added.] 


Mr. Robert Dechert, General Counsel, Department of Defense, dis- 
played a singular lack of confidence in the public’s right to know at a 
press conference on March 23, 1957. Seeking to defend the Depart- 
ment’s new administrative secrecy directive, which he helped draft, 
Mr. Dechert argued that information of a “preliminary” nature 
should be withheld. 

“Tt gets misunderstood” Mr. Dechert informed the press (hearings, 
Special Subcommittee on Government Information, p. 2349). 


C. APPLICATION OF BUSINESS SECRECY TO GOVERNMENT 


In a discussion of the Defense Department’s administrative secrecy 
directive, which calls for “appropriate disciplinary action’ for un- 
authorized release of nonsecurity information, Mr. Dechert compared 
the Pentagon to the life-insurance company which he represented for 
30 years (hearings, p. 2287): 


Mr. Decuert. Mr. Moss, I am citing again my own per- 
sonal experience, but for 30 years I have been head of a law 
department of a life-insurance company which I sometimes 
describe as the largest in the world south of Newark, N. J. 
We have cases and cases full of the utmost secrets of people’s 
lives. This is nothing new or magic. The problem of 
whether you give something out or not exists in all America. 
The Acacia Mutual, across the plaza beyond the Capitol, 
has in its files all of this kind of information. It operates; 
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nobody gets hung; nobody gets fired. Employees all know 
the general principles, and these employees now in the Depart- 
ment of Defense are a high type of person. 

Mr. Moss. I don’t think we can compare Acacia, Penn 
Mutual or any other private business with government in 
this area. 

Business must very carefully control the information. It 
should be completely self-serving. 

After all, they are out to make a profit; to create as much 
goodwill as possible. They have a responsibility to their 
stockholders to operate that business in the most profitable 
manner, and they are certainly not going to release knowingly 
anything which will reflect adversely on the operation of their 
business. 

I don’t think we can apply the same criteria to a governmental 
department. I think to do so would be very wrong. 

Mr. Decuert. These are mutual companies | was talking 
about. They have no stockholders. The only thing they 
have for sale is integrity and people’s belief in their soundness, 
and I think many of the same principles are applicable. The 
principle doesn’t apply only to a life-insurance company. 
I have just cited one as an example. It applies to Mr. 
Fascell in his practice of law. The only thing he has is 
people’s confidence in him as to his ability and his integrity. 

Mr. Moss. I am a real-estate broker. On occasion I have 
pulled a blooper, but I certainly don’t advertise it. 

Mr. Horrman. They don’t advertise their mistakes—that 
is gg we are kicking about, they don’t tell us all their 
faults. 

Mr. Moss. I want it to be possible for you and me to find 
out if there are faults. 

Mr. Horrman. You want what? 

Mr. Moss. I want it possible for you and me to find out 
if there are faults or inefficiencies. 

Mr. Decuert. You are entitled to find out. 

Mr. Moss. I think the comparison is not valid. [Italic 
added.] 


The tendency to apply business secrecy to public matters is illus- 
trated by Mr. Dechert’s views on the handling of leases negotiated 
by private firms for commercial space in the Pentagon. Some 20 
private firms, including a department store, drugstore, and bank, 
occupy space on the concourse in the Pentagon to do business with 
the 30,000 virtual ‘‘captive” consumers employed there. The selected 
firms pay a percentage of their receipts to the Government as rent. 
Until the subcommittee made an issue of it because of complaints 
from the press, the Defense Department negotiated the leases in 
secret and kept the terms of the leases secret. Chairman Moss wrote 
Defense Secretary Wilson on October 9, 1956 (hearings, p. 2372): 


Certainly there can be no security involved in the question 
of how much money private firms are paying the Government 
for the privilege of selling their products to Pentagon em- 
ployees. There is involved, however, the public’s right to 
know about the day-to-day activities of its Government. In 
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addition, a public report of the rental agreements negotiated 
by the Defense Department would prevent possible charges 
of collusion in arriving at a final rental figure. 


In March 1957, the Defense Department abandoned its indefensible 
policy of secrecy. 

Nevertheless, in April, Mr. Dechert testified that he still thought 
the information should be kept secret “because I don’t see that there 
is a public interest to be served.’’ He said he objected to making the 
information available to what he called “curiosity seekers” (hearings, 
p. 2299): 


Mr. Fascruu. I am trying to find out from you what it is 
you will or will not make public. 

Mr. Decuert. The answer to that, answering you off- 
hand, is that I personally believe we still should not make 
public generally, for curiosity seekers, the figure as to gross 
sales, even though we are given the discretionary right to do 
so. I don’t think that would be fair dealing. 

Mr. Moss. Would this represent a modification, then, of 
the letter I received under date of March 28 from Mr. J. R. 
Loftis, Chairman of the Department of Defense Concessions 
Committee, where in the third paragraph he states as 
follows: 

“Tt is the policy of the Department of Defense to make 
available to anyone upon request receipts by the Govern- 
ment from the concessionaires on a firm-by-firm basis. Such 
information is available on a quarterly basis.” 

Mr. Decuerr. It seems he has taken a different position 
from the one I just indicated, and that is under his respon- 
sibility, so I guess he is going to make it public. 

Mr. Moss. Then it would not reflect a modification of his 
letter. 

Mr. Decuerr. It would not reflect a modification. He 
has the right to do that. J wouldn’t have done so myself, 
because I don’t see that there is a public interest to be served. 
[Italic added.]} 


D. MISSILE GAG ORDERS 


On October 9, 1957, five days after Russia launched the first man- 
made satellite, the military chiefs of the Army, Navy and Air Force 
issued orders which barred discussion of missiles and satellites. 
Although these orders are discussed in greater detail elsewhere in 
this report, they are pertinent at this point as an illustration of 
attitude. It must be remembered that the orders, all classified 
“confidential,” barred discussion of the United States satellite pro- 
gram which the President had publicly stated was an unclassified, 
scientific project. The Army order stated (hearings, p. 3202): 


Any statements on these matters at this time are subject to 
misinterpretation both here and abroad. [Italic added.] 


The Air Force order stated (hearings, p. 3206): 


Any comments almost certain to be misinterpreted. [Italic 


added. ]} 
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The Navy issued a similar order which still is classified. The 
Navy explained that the secrecy label was placed on its order because 
(hearings, p. 3204): 


The message itself was subject to misinterpretation abroad, 
Disclosure of its contents could have been exploited by Soviet 
propagandists abroad as a preemptory silencing of military 
personnel to prevent the truth from being told. [Italic 


added. | 


In a message of October 17, 1957, from the commanding general of 
the Air Fore e’s Air Research and Development Headquarters, ‘‘em- 
barrassing’’ was officially cited as the criterion for withholding informa- 
tion (hearings, p. 3208) 


I enjoin you to personally oversee very closely the public 
information activities in your area of operations and to insure 
that inadvertent, although perhaps well-intended releases or 
statements, are not made which may prove embarrassing at all 
levels of command. [Italic added. ] 


Sometimes events quickly expose the shortsigh tedness of self- 
appointed censors. A message from ARDC headquarters on July 29, 
1957—10 weeks before Russia’s Sputnik I—said that all ARDC com- 
mands should (hearings, p. 3201) 


* * * qvoid the mention or discussion of space, space tech- 
nology and space vehicles. No statements can be made 
which might in any way cause the national news media to 
describe valid Air Force projects as efforts to “fly to the 
moon.” sete added. | 


On October 25, 1957—3 weeks after Sputnik I—the Air Force held 
a Pentagon eee conference to herald the achievements of Project 
Farside, an attempt to hurl a rocket 4,000 miles into space, or 6 times 
as far as any manmade device had gone. The New York Times 
account of the press conference (New York Times, late city edition, 
October 26, 1957, p. 5) stated: 


Colonel LaVier (Col. Eugene LaVier), who has just joined 
the Office of Scientific Research, said that technologically it 
should be possible to send a rocket to the moon within a year. 


[Italic added.] 


In other cases, the shortsightedness of arbitrary secrecy comes to 
light decades later. The Navy’s picture of the dirigible Los Angeles 
standing perpendicularly on its nose in 1926 is an example. The 
comms anding officer’s letter of explanation, more than 30 years later, 
needs no comment (Life magazine, Letters to the Editors, March 25, 
1957): 

Sirs: I was the commanding officer of the Los Angeles at 
the time and placed the restriction on the publication of the 
photographs. My reason was that without a proper explana- 
tion such photos of this performance, which happened only 
this once, could lead to deductions unfair to the airship. 

This bit of understandable acrobatics was really a remarkable 
demonstration of the strength of the airship. 


Vice Adm. C. E. Rosenpaut, USN (Retired). 
Toms River, N. J. [Italic added.] 
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The “public¥information pointers” memorandum’ prepared in 
February 1957 by Philip K. Allen, then Deputy Assistant Seuretary 
of Defense for Public Affairs, was an excellent example of an effort by 
a public official to bolster the public’s right to know (hearings, p. 2122). 
Unfortunately, Mr. Allen’s “pointers” were never given the force of a 
directive. 

E. ASSISTANT SECRETARY SNYDER 


When Mr. Snyder first appeared before the subcommittee on April 
10, 1957, less than 3 weeks after he became Assistant Secretary of 
Defense (Public Affairs), he also espoused a refreshing attitude of 
“putting out the news.” Commenting on some of the new, restrictive 
directives just issued by Secretary Wilson, Mr. Snyder testified 
(heariugs, p. 2226): 

I would say, Mr. Chairman, as Mr. Dechert said some 
moments ago, that the piece of paper which governs the 
operation of the Department is not as important as the 
caliber, integrity, the good intention, the good judgment, and 
the honesty of the men entrusted with the job of doing it. I 
would add that it isn’t enough to have a man at the top who 
happens to be in my position or that of Mr. Allen, who has 
good intentions. It is important to see that the various 
offices—and there are a thousand of them that I haven’t 
even begun to get in contact with directly—understand what 
you are trying to do. 


Chairman Moss, at the close of the April hearings, assured Mr. 
Snyder (hearings, p. 2318): 


The subcommittee will be the first to commend Mr. 
Snyder, publicly and officially, if he can carry out his an- 
nounced intentions despite the new directives. 


The subcommittee has done so where Mr. Snyder has demonstrated 
his announced intentions. On August 11, 1957, Chairman Moss 
issued a public statement commending Mr. Snyder for his part in 
solving Harvard University’s dilemma over the possession of World 
War II scientific research secrets. And in a public statement of 
August 24, 1957, Chairman Moss complimented Mr. Snyder for help- 
ing to end 15 years of secrecy covering the export of goods from 
United States ports (hearings, p. 3277). When Mr. Snyder con- 
demned the ARDC’s ban on “embarrassing” information, Chairman 
Moss commended him during the subcommittee’s public hearing of 
November 19, 1957 (hearings, p. 3125). 

Mr. Snyder adopted a different attitude, however, when the sub- 
committee sought access to the query and answer records of the 
Pentagon press information desks. On November 13, 1957, he re- 
fused to let the subcommittee staff see the records—firsthand evidence 
of the operations of his press information service. 

A week later, on November 20, Mr. Snyder introduced a new defense 
for withholding, saying in effect: “It’s not illegal.” In Defense De- 
partment press release No. 1127-57, entitled “Remarks by Murray 
Snyder, Assistant Secretary of Defense (Public Affairs) Before the 
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Associated Press Managing Editors Association, New Orleans, La., 
Wednesday, November 20, 1947,”’ Mr. Snyder stated: 


It is also a pleasure to appear here after 2 days before the 
House Special Subcommittee on Information during which 
the committee, despite much advertising of alleged short- 
comings, failed to produce a single instance of illegal with- 
holding of news or withholding of information for the purpose 
of concealing error, inefficiency, or embarrassment during my 
8 months’ tenure as Assistant Secretary of Defense for Public 


Affairs. [Italic added.] 


It had obviously slipped Mr. Snyder’s mind that during the public 
hearing just the day before, on November 19, the subcommittee had 
called his attention to the ARDC order banning information which 
might be “embarrassing at all levels of command” (hearings, p. 3208). 
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F. BOW AND ARROW ATTITUDE 


In testimony before the subcommittee on January 21, 1958, Dr. 
Wallace R. Brode, science adviser to the Secretary of State, reported 
an instance which indicates the secrecy prone attitude of many Penta- 
gon officials. During World War II, he disclosed, a physicist whose 
hobby was archery, developed a bow-and-arrow-type weapon. Since 
it was a wartime weapons development, details were classified. 

Dr. Brode said the physicist tried to get the report declassified after 
the war but was unsuccessful. The subcommittee asked the Defense 
Department why the report continued to be withheld. (See exhibit 
V-A, p. 174.) The official explanation was that the report originally 
was classified ‘‘Confidential,’’ but after World War IT the classifica- 
tion was lowered to “‘Restricted,’”’ and the document was sent to files 
of similar material in the National Archives. 

Years later, when Executive Order 10—501 abolished the classifica- 
tion of ‘Restricted,’ the report on bow-and-arrow-type weapons was 
upgraded automatically to ‘‘Confidential,’”’ and left in the files of the 
Archives. After the 1958 subcommittee hearing, the ‘Confidential’ 
document was removed from the Archives, and 1 week later it was 
declassified completely and made available to the public. 

The Washington Post and Times Herald concluded: 


It’s a pity today’s classifiers were not around in the 
Neanderthal Age. That’s where a lot of their policies be- 
long. 

The San Francisco Chronicle stated, in part: 


It is surely the most striking example of military over- 
classification * * * brought to the notice of a sputnik- 
disillusioned public. Such absurdities are bringing on more 
recognition of the self-defeating nature of secrecy. (See ex- 


hibit V—-C, p. 176.) 
Ill. THreats To THE Pupstic’s Rigut To Know 


A. USE OF GRAND JURY 


Secretary of Defense Charles E. Wilson in August 1956 appointed 
a five-man Committee on Classified Information to find a way to 
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stop what Mr. Wilson said were “leaks” of unauthorized information 
from the Military Establishment. Under the chairmanship of former 
Assistant Secretary of Defense Charles A. Coolidge, the Committee 
in November 1956 concluded that unnecessary secrecy was under- 
mining the security system and leading to “leaks” (hearings, p. 2136). 
The Committee nevertheless proposed some drastic measures to 
stop “‘leaks.”” One of these was recommendation No. 3d (hearings, 
p. 2141): 
Recommendation No. 8d.—In case of a “leak” appearing in 
the press which involves the disclosure of information which 
obviously gravely damages the security of the Nation, and 
where the source of the “leak”? cannot be identified, we 
recommend that the author be summoned to testify in a 


grand jury investigation in order to discover the source of 
the “leak.” 


Mr. Coolidge testified that the idea was to use the grand jury as a 
means of getting information for administrative action against the 
official responsible for the leak (hearings, p. 2045): 

Mr. Coouipesr. * * * 


Now, grand jury investigations are secret. So that we 
avoid, in the grand jury investigation, the necessity of 
enlarging and confirming the leak. And when the sources 
are discovered, we do not need a jury conviction in order to deal 
administratively, in a disciplinary manner, with a person who 


leaks, if he is a member of the Department of Defense. [Italic 
added.] 


Mr. Coolidge testified that the Secretary of Defense would determine 
what constituted “a leak that obviously gravely damages the security 
of the United States” (hearings, p. 2045): 


Mr. Coouiper. * * * Note also the recommendation 
only applies to a leak that obviously gravely damages the 
security of the United States. 

Mr. Moss. Who determines that? 

Mr. Coouipar. That would be the determination of the Sec- 
retary before he invoked action under this recommendation. 


(Italic added.] 


Secretary Wilson, fortunately, dismissed the recommendation (hear- 
ings, p. 2336): 


The authority to summon witnesses before a grand jury rests 
with the Department of Justice, or with a grand jury, which, 
regardless of the wishes of any department of the Govern- 
ment, can summon witnesses in the investigation of a crime 
under Federal law. In both instances the calling of a witness 
is subject to the supervision and safeguards of the court 
which impanels the jury. In any case in which the course of 
action recommended by the Coolidge Committee might be 
considered, the authority to act would not rest with the Depart- 
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ment of Defense, but with the Department of Justice or a 
grand jury, as the case may be. [Italic added.] 


B. INVESTIGATION OF REPORTERS 





Mr. Coolidge testified that the Department of Defense lacks author- 


Mr. Mircue.tu. You cited the Espionage Act as the neces 
sary legal authority. Does that give the Department of De- 
fense the right to go outside the Depar tment before they have 
gone inside the Department? In other words, you say 
“when the source of the leak cannot be identified.” Do they 
have any right, in other words, to investigate a reporter until they 
have first investigated urthin the Department of Defense? 

Mr. Coouipar. I don’t think the Department of Defense has 
any right to investigate a reporter, either before or after- 
ward. * * * [Italie added.] 


ity to investigate outsiders in connection with an alleged “leak’’ 
(hearings, p. 2053): 


Mr. Coolidge testified that his Committee had considered, and de- 


cided against, a proposal to give the Sec ey of Defense sp 
investigatory powers (hearings, pp. 2054-205! 


Mr. Mitcue.u. There were two types of investigation 
which have occurred based on the experience we have had. 
Something appears in the press, they go outside immediately 
to find out the author of that, and they cross-examine him 
or investigate him. They have also gone to friends of 
reporters. Now, that is what you would call today an 
internal investigation by the Department of Defense. 

I was seeking the legal anteativs under which they had the 
right to do that. 

Mr. Coourpae. As far as I know, they have not the power 
that a congressional committee has, and they haven’t any legal 
power to force any answers out of people who- outsiders who 
don’t want to answer, so that your Department of Defense inves- 
tigation along these lines, 1 would say, was very analogous to a 
private lawyer who goes around and sees witnesses beforehand. 

Mr. Moss. L et’s go a little further here now. 

Mr. Coouipce. Might I add, we did consider the desirability 
of vesting the Secretary of Defense with investigatory powers 
similar to that your committee has, and we thought that that was 
an unwise recommendation because it would be unwise to vest in 
an executive officer a power such as courts and congressional com- 
mittees have—a power which, as far as I know, is not vested 
in any other purely executive agency of the Government, 
although the quasi-executive administrative, like the Inter- 
state Commerce, and the Federal Trade Commission, and so 

have it. We thought such a recommendation would be 
unuise. [Italic added.] 


ecial 


Mr. Dechert, in the April hearings, disagreed with Mr. Coolidge. 


In fact, Mr. Dechert tried to convince the subcommittee that Mr. 
Coolidge did not say what Mr. Coolidge said (hearings, pp. 2304-2305). 

Mr. Dechert’s attention was called to the complaint of Robert B. 
Hotz, editor of Aviation Week, who wrote Secretary of the Navy 
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Charles Thomas on June 30, 1955, that he had been intimidated by 
investigators of the Office of Nav al Intelligence (hearings, pp. 2302- 
2303): 


I regard these episodes as a flagrant abuse of the legitimate 
purpose of the Office of Naval Intelligence and an attempt to 
intimidate the press on a matter which even ONI admitted did not 
concern military security. [Italic added.] 


Mr. Dechert testified that no investigator should threaten (hearings, 
p. 2309): 


Mr. Decuert. J think no investigator ought to threaten. 
You have read Mr. Hotz’ letter. I think that may have been 
a case of an investigator who didn’t carry out his instructions 
properly, or it may have been a case of two people seeing the 
same thing from different points of view. [Italic added.] 


But later, Mr. Dechert testified that he could not guarantee that 
Defense Department investigators do not intimidate. In the same 
colloquy, he claimed that the Department had investigatory powers 
in cases involving the release of nonsecurity information even where 
there was no statutory prohibition against its release (hearings, 
p. 2310): 

Mr. Fasceuu. * * * 

Well, det’s take the case, Mr. Dechert, where there is no 
statutory prohibition on the release of the information. 

Mr. Decuert. We still are involved in the duty faithfully 
to execute the laws, and if a stenographer in the office makes 
a practice of handing out copies of my letters, and I don’t 
know which person it is, and these letters are things, the 
giving out of which would interfere with the proper workings 
of Government, I think that our duty faithfully to execute 
the law involves the question of finding out how these letters 
got out. 

Mr. Fasceuu. There is a difference between executing the 
law and executing a directive, regulation, memorandum 
policy or decision by the employer, is there not? 

Mr. Decuert. Yes. 

Mr. Fascety. When you are referring to executing the 
law, you mean statutory law, do you not? 

Mr. Decuert. I mean fulfilling the duty placed under a 
person by statutory law. 

Mr. Fascenu. Well, now, let’s get back to this airplane 
flight. 

Mr. Moss. On those girls in your office: would you then 
have the authority to go out and insist that the reporter tell you? 
Or would you proceed to investigate the two girls to deter- 
mine which one was leaking the papers? 

Mr. Decuert. Well, we can’t insist. That has been— 
we can’t insist that anybody tell us outside our own area. 
We can ask, urgently, that they do. 

Mr. Moss. Or intimidate gently? 

Mr. Decuert. We can’t intimidate in any degree what- 
soever, and J hope we do not try to—TI don’t guarantee we don’t— 
but we have every right to request. As TJ say, there have been 
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a vast number of cases—no, not vast but a good many cases like 
this. Perhaps we can call the gentlemen at the press table 
and ask if they have been asked politely, or intimidated. 
Italic added.] 


Press complaints about investigations of reporters have continued 
since Mr. Dechert’s testimony. ‘The New York Times of March 10, 
1957, reported under a Washington dateline (see exhibit XII): 


The administration practice of having gumshoes shadow 
reporters to detect their sources for delicate news stories 
continues unabated here. 


C. WRIGHT COMMISSION BILL 


The Commission on Government Security was established by an 
act of Congress in 1955 to study the entire Government security pro- 
gram (Pu ihe Law 304, 84th Cong.). On November 10, 1955, 12 per- 
sons were selected by the President of the United States, the President 
of the Senate, and the Speaker of the House of Representatives to 
serve on the bipartisan Commission. Mr. Loyd Wright, Los Angeles 
attorney, was selected as Chairman. 

The Commission’s 807-page report of its findings and recommenda- 
tions was released on June 23, 1957, and covered a dozen different 
areas. 

Although the Commission, like the Coolidge Committee, found un- 
necessary secrecy, it included among its recommendations the follow- 
ing, on page 620 of the Commission report: 


The Commission recommends that Congress enact legis- 
lation making it a crime for any person willfully to disclose 
without proper authorization, for any purpose whatever, in- 
formation classified “secret” or “top secret,’ knowing, or 
having reasonable grounds to believe, such information to 
have been so classified. 


The Commission made it clear that its proposal was aimed at persons 
outside of Government, such as newsmen. On the same page of its 
report, the Commission said: 


In many instances the chief culprits responsible for any 
unauthorized publication of classified material are persons 
quite removed from Government service and therefore not 
amenable to applicable criminal statutes or other civil penal- 
ties. Congressional inaction in this particular area can be 
traced to the genuine fear of imposing undue censorship 
upon the bulk of information flowing from the various gov- 
ernmental agencies, and which the American people, for the 
most part, have the right to know. Any statute designed to 
correct this difficulty must necessarily minimize constitu- 
tional objections by maintaining the proper balance between 
the guaranty of the first amendment, on one hand, and 
required measures to establish a needed safeguard against 
any real danger to our national security. 


In an explanation of its legislative proposal, the Commission said 
the bill would impose a fine of up to $10,000 and a jail term up to 5 
years for any person convicted of communicating any information 
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which he had reason to believe was classified “‘secret’’ or ‘‘top secret,’’ 
regardless of how he obtained the information (hearings, p. 3304): 


(b) Whoever, having obtained in any manner or by any 
means any information so classified, willfully communicates 
any part of such information in any manner or by any means 

J to any person not authorized as prescribed by subsection 

, (a) to receive such information, with knowledge or reason 
to believe that such information is so classified and that 
such person is not so authorized to receive such information, 
shall be fined not more than $10,000 or imprisoned not more 
than five years, or both. [Italic added.] 


The Wright bill was widely condemned by the press. Excerpts 
from some of the editorials: 


n He is proposing to make the press, and others outside the 

% Government, responsible for what ought to be the job of the 

ro Government (the Baltimore Evening Sun). 

it Once a law of that nature were on the statute books it 

0 would lend itself to every type of abuse and misuse that an 

* unscrupulous politician or bureaucrat could conceive in 
order to harass the press (Chicago Daily Sun-Times). 

a Before Chairman Wright makes any further accusations, 

it he should cast an eye at the Government officials who like 
to slam the “secret’’ stamp on every piece of paper that 

n- crosses their desk (Boston Traveler). 

v- The danger of the law * * * lies in its breadth * * * a 


Government or military official might leak a story to frame 
a reporter whose work he doesn’t like (Cleveland Plain 
Dealer). 

For all we know the alleged violations may have been 
very much in the public interest, whereas efforts to keep 
certain matters secret were not (Detroit Free Press). 

If this punitive law is passed, every reporter in Washing- 
ton, in his quest for news, would be living in mortal fear of 

ns punishment every time he tried to develop any type of story 
its which was not strictly routine (Augusta (Georgia) Chronicle). 

It is certain that a law as stringent as the one proposed is 
not the answer to this always-difficult and always-present 
problem (New York Times). 

This is a mischievous and dangerous suggestion (Wash- 
ington Post and Times Herald). 

“Wright’s law,’ which would fine and imprison any news- 
man found guilty of disseminating a top secret, would make 
a self-appointed censor out of every reporter and editor 
(Editor and Publisher). 


One of the most telling criticisms of the proposed law was written 
by James Reston in the New York Times of June 25, 1957. Mr. 
Reston points out that under such a law, newsmen would have been 
liable for imprisonment for exposing the Teapot Dome scandal, 
revealing a “deal” between former President Roosevelt and Russian 
premier Stalin at Yalta, disclosure of certain United Nations plans, 
aid and similar stories. Mr. Reston, discussing the Wright bill, wrote: 


0 5 This has met the same fate as almost every other attempt 
ion to limit the freedom of the press in the name of national 
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Chairman Moss repeatedly requested Mr. Wright to make available 
to the subcommittee the material which the Commission claimed gave 
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security. It has been bitterly condemned, not because its 
objectives are bad, but because it is so broadly defined as to 
discourage all premature disclosures, those in the public 
interest as well as those not in the public interest. 

The history of recent years is full of illustrations of the 
dangers of such broad legislative proposals. 

Franklin D. Roosevelt’s deal with Joseph Stalin at Yalta 
to bring the Ukraine and Byelorussia into the United 
Nations was classified “top secret.”” Elaborate efforts were 
made to conceal the arrangement. The late Bert Andrews, 
Washington correspondent of the New York Herald Tribune, 
found out about it. 

He “willfully,” even gleefully repor ted it, knowing full well 
that it was classified “top secret.” Under the proposals of 
the Commission on Government Security, if law at the time, 
he would have been subject to a fine of $10,000 and 5 years 
in jail. 

Paul Anderson of the St. Louis Post Dispatch broke the 
Teapot Dome scandal in the twenties. Again ‘‘secret”’ 
documents were ‘‘willfully” published without Government 
authorization. Nobody suggested sending him to the pokey. 

Arthur Krock of this newspaper discovered and ‘‘willfully” 

ublished the “‘secret’’ Government plans to introduce the 
National Recovery Act and to go off the gold standard in 
the early days of the New Deal. 

This newspaper also published the original plans of the 
United States, Britain, France and the Soviet Union on 
the formation of the United Nations. Again they were 
marked ‘‘top secret”’ and the Federal Bureau of Investigation 
was called in to make an official investigation of the 
disclosure. 

In this case, though the Government maintained that 
publication would block formation of the United Nations, 
the main result was a long debate on the Big Five veto power 
and the assumption that the five major powers could agree 
on a postwar settlement. This, in turn, helped clarify the 
issue and contributed to some modifications of the charter, 
but under the legislation now proposed by the Commission 
on Government Security, it would have been a clear case for 
criminal action. 

More recent cases are almost too numerous to catalog. 
Certainly some of the “secret’’ papers disclosed by news- 
papers in the Dixon-Yates deal would come under the purvue 
of the proposed law. Similarly, some of the information 
indicating the possibility of an outbreak of war last year in 
Egypt would have been subject to legal scrutiny. 

These are only a few illust trations of why the administration 
is being urged to take a close look at the whole report before 
pronouncing judgment on it. 

The Commission apparently had no intention to cover 
questions of this kind. * * * 





ble 
ave 


AVAILABILITY OF INFORMATION 17 


a, basis for recommending punitive legislation. (See correspondence, 
hearings, pp. 3305-3312.) 

After Mr. Wright failed to provide the subcommittee with access 
to Commission material, Chairman Moss wrote to each member of 
the Commission in an effort to ascertain the origin of the proposed 
legislation. Congressman Moss’ inquiry of September 23, 1957, in- 
cluded the following questions (hearings, p. 3316): 


The House Government Information Subcommittee has 
discovered cases which appeared to be leaks of classified mili- 
tary information but turned out to be stories written b 
reporters who put together facts already in the public record. 
If the same conclusions had been disclosed by Government 
officials, the material would have been classified. 

In some cases the subcommittee has discovered press re- 
ports of public speeches by officials of Federal departments 
have contained information which other officials of the same 
department complained should have remained classified. 

In view of these factors and other problems involved in 
restrictions on information, the subcommittee would appre- 
ciate knowing whether you were appraised of the instances of 
frequent unauthorized disclosure or were given eaamples of 
information purloined by devious means. 

If so, do you know whether the cases were checked to find out 
if the information actually was taken from classified security 
documents or whether the news stories were based on informed 
guesses by competent reporters? 

The subcommittee also would appreciate your comments on 
whether the proposed legislation to amend title 18 of the United 
States Code was discussed in full Commission meetings before 
its inclusion in the report. If not, how was the proposed legis- 
lation in its final form brought ‘to your attention before its 
inclusion? [ltalic added.] 


Prof. Susan B. Riley, a Commission member from George Peabody 
College for Teachers, Nashville, Tenn., in a reply of October 1, 1957, 
explained that she did not serve on the particular subcommittee 
which initially handled the proposed legislation. As a member of the 
full commission she was not supplied with any specific instances to 
support the need for such a bill (hearings, p. 3318): 


No document giving instances such as you have inquired 
about with supporting proof was sent to me. 


Professor Riley also reported that Chairman Wright had been in 
contact with Secretary of Defense Wilson as early as April 1956 about 
alleged “leaks.”” This was the period during which interservice dis- 
agreements were disclosed in the press—the period following which, 
on August 13, 1956, Secretary Wilson appointed the Coolidge Com- 
mittee to find a way to stop “leaks” caused, apparently, by inter- 
service rivalry. Professor Riley’s letter indicated that the Coolidge 
Committee’s drastic recommendations, such as the grand jury pro- 
posal, influenced the staff and members of the Wright Commission 
(hearings, p. 3318): 


However, the general matter of unauthorized disclosure of 
classified information was a part of the considerations of the 
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Professor Riley also made it clear that those responsible for draw- 
ing up the proposed bill had in mind the British Official Secrets Act, 
a measure which they realized would, however, be untenable in the 
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Commission, being introduced at one of the earliest meetings. 
Chairman Wright wrote the Commissioners on November 
21, 1956, that since April 7 he had been in contact with the 
Secretary of Defense regarding “information concerning leaks 
of security information from the Defense Department.” He 
advised the Commission of the committee appointed by Secretary 
Wilson to look into the question of unauthorized disclosure of 
classified military information. Copies of the report by this 
Committee on Classified Information, headed by Charles A. 
Coolidge and submitted to the Secretary of Defense on November 
8, were sent to the Commission. 

The seriousness of the situation might well have been 
emphasized in the thinking of the Commission and the staff 
by such portions of that report as section B (pp. 6-8), section 
B (pp. 15-16), recommendation No. 3d (p. 16), recommenda- 
tion No. 5d (p. 19), recommendation No. 6b and preceding 
paragraph (p. 20), and section X (pp. 21-22). [Italic 
added.] 


American form of government: 


On November 29 and December 10, 1956, the Commis- 
sioners were sent copies for their information of office memo- 
randums prepared by the staff of Subcommittee III (Legis- 
lation and Classification of Documents). This group of staff 
members had been engaged in the preparation and study of ‘a 
comparative table of parallel substantive provisions of the Official 
Secrets Act (British) 1911-39, and existing United States statute 
law.’’ Copies of this table were also sent to the Commis- 
sioners. 

It was the opinion of this staff group that the statutory pro- 
vision of the British act would not be tenable in American law, 
but some similar regulation covering unauthorized disclosure of 
classified documents would be advsable. The November 29 
memo concludes with this sentence: 

“The staff is aware that there is a difference between 
irresponsible publication and a pernicious subversive intent, 
and at the present time the staff is prepared to recommend 
a statute specifically directed against irresponsible disclosure 
for consideration by the Subcommittee on Legislation.”’ 

This idea was followed up and, after being considered by 
the intermediary staff units and subcommittees, was pre- 
sented to the Commission in the form of a draft of a pro- 
posed bill on April 5, 1957. The form of this bill is sub- 
stantially the same as that in the page proof, given to the 
Commissioners on May 27, and in the final report, the only 
change being an editorial one including in sections (c) 1 and 2 
the terms used by the Atomic Energy Act to designate classi- 
fied material. [Italic added.] 
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Franklin D. Murphy, a Commission member who is chancellor of 
the University of Kansas, Lawrence, Kans., in letter of October 22, 
1957, stated (hearings, p. 3320): 


Let me say that I associate myself with the content of the 
letter sent to you October 1 by Dr. Susan B. Riley, a dis- 
tinguished member of our Commission. I cannot add much 
more to it. 


Chairman Wright, answering on October 17, 1957, on behalf of the 
entire Commission, also referred to Professor Riley’s letter (hearings, 
p. 3320): 


It has been suggested by some of the Commissioners on the 
Hill that I should answer on behalf of the entire Commission, 
and I undertake to do so by enclosing a copy of the answer to 
the inquiry that your staff sent out, written by one of our 
most distinguished members of the Commission, Dr. Susan B. 
Riley, who wrote you under date of October 1, at your 
Washington, D. C., office. 


Former Attorney General James P. McGranery served as chairman 
of the Commission’s three-man subcommittee No. IIT on “Legislation 
and Classification of Documents,” which handled the proposed 
legislation. He said no examples of “purloined”’ information were 
presented to him and that he was opposed to the legislative proposal 
drawn up by the staff. In his letter of January 23, 1958, to Congress- 
man Moss, Judge McGranery said (exhibit II, p. 166): 


(a) There were no examples presented to me of information 
“purloined by devious means.” 

(b) The general question of unauthorized disclosure of 
critical military information was presented by the staff to 
Subcommittee ITI for its consideration. The writer opposed 
the recommendations of the staff. The matter was thereafter 
discussed before the full Commission. The writer again 
stated his reasons for opposing the recommendation of any 
legislation concerning this matter. 

(c) The proposed legislation as it appears in the final report 
was read by me for the first time in the printer’s proofs of the 
final report. 


For a discussion of Mr. Wright’s charges against the press, see the 
section on “Leaks,” page 31 of this report. 


D. THE CUTLER CASE 


On October 21, 1957, the magazine Aviation Week published a story 
about a United States installation in Turkey used to track Russian 
missiles during the past 2 years. Aviation Week contended that in- 
formation about the United States missile-tracking station was known 
in Russia and was— 


not really a secret from anybody except the vast bulk of the 
American people who are most vitally affected by it. (See 
exhibit III—A, p. 166.) 


On October 6, 1957, Mr. Robert Cutler, Special Assistant to the 
President for National Security Affairs, addressed the Business Ad- 
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visory Council at a meeting barred to the press. The dinner meeting, 
at Hot Springs, Va., was attended by some of the Nation’s leading 
businessmen and their wives. 

Press reports, based on interviews with those present at the meeting, 
stated that Mr. Cutler had sharply accused Aviation Week of a breach 
of security, without actually mentioning the name of the magazine. 
Press reports also stated that Mr. Cutler had hinted at, or called for, 
an advertising boycott of the magazine. (See exhibit ITI-B, p. 169). 

Mr. Cutler, in reply to a subcommittee inquiry, denied that he had 
advocated an advertising boycott, although he admitted that he did 
tell his audience that some of them were probably advertisers in the 
magazine and that the magazine’s story was “prejudicial to our Na- 
tion” (exhibit III-C, p. 170):8 


To illustrate difficulties facing a free nation in the continu- 
ing struggle with international communism, I mentioned a 
story recently published in a weekly trade journal, not identi- 
fied by me by name (but in which I stated that some of my 
listeners were probably advertisers). This story purported to 
give details about an overseas installation and its contribu- 
tion to free-world defense. 

I remember saying that the publication of this story was 
in a category of things prejudicial to our Nation and its people 
in the free world arene for survival. I explicitly stated 
that the publication of the story was not treason. I did not 
state that any advertiser should boycott the magazine. 


The subcommittee inquired about Mr. Cutler’s remarks from 
members of the Business Advisory Council present at the October 26 
dinner meeting. They confirmed that Mr. Cutler did not identify 
the magazine by name. But the story in question had been front page 
news in virtually every newspaper in the country earlier that same 
week, and the newspapers prominently identified the magazine as the 
source of the information about the missile-tracking station in Turkey. 

In correspondence available in the subcommittee files, members 
present at the meeting stated that Mr. Cutler severely criticized the 
magazine for the story and that he suggsted that businessmen take 
such things into consideration when they place their advertising. 

The subcommittee takes no position on the propriety of the story 
published by Aviation Week. 

But the subcommittee does take the position that if a responsible 
Government official alleges that there has been an unauthorized dis- 
closure of properly classified information, his only proper course of 
action is to make his charges openly and take the steps provided by law. 


IV. Tae CooirpGe ComMMITTEE 


A. BACKGROUND 


Rivalry between the military services over their roles and missions 
in the atomic-missile era reached a new peak during 1956. Secretary 
of Defense Charles E. Wilson publicly proclaimed his concern over 
what he termed ‘“‘leaks’”’ of information revealing sharp disagreements 
among the Army, Navy, and Air Force. The high point in the public 
row between the services that year followed a story in the New York 
Times of May 19. The story, by the late Anthony Leviero, began: 
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“Grave interservice differences are afflicting the armed services.” It 
outlined in detail the major conflicts and quoted from staff papers. 

On May 21, Secretary Wilson called an extraordinary press confer- 
ence in an effort to discount the reports of bitter internecine warfare. 
Appearing with Secretary Wilson were the Secretaries of the Navy 
and Air Force, the Undersecretary of the Army, the Chairman of the 
Joint Chiefs of Staff, and the military chiefs of the Army, Navy, Air 
Force, and Marine Corps. 

Mr. Wilson made it clear what he thought of the stories about dis- 
agreements between the services. On page 27 of the minutes of the 
press conference, he stated: 


Secretary Witson. The importance of the controversy is 
exaggerated, without a question, in my mind. The contro- 
versy developed, apparently, in the press and everything, 
and it blew up a bigger wind than I like. I have said—and I 
know it so well—that the price of progress is trouble and we 
are making a lot of progress and we are having some trouble. 


But this one got—the wind blew a little more than I like. 
[Italic added.] 


‘Leaks’ about service differences continued, however. In the 
July 13 New York Times, another story by Mr. Leviero revealed a 
‘‘proposal’’ before the Joint Chiefs of Staff to cut the Nation’s military 
manpower by 800,000 men by 1960. (See ‘‘Leaks,” p. 27.) 

On August 13, Secretary Wilson appointed a five-man committee to 
find ways to plug what he claimed were “leaks” threatening national 
security. As members of the committee, he appointed four senior 
retired military officers—Adm. William M. Fechteler, USN (retired), 
Gen. John E. Hull, USA (retired), Gen. Gerald C. Thomas, USMC 
(retired) and Lt. Gen. Idwal H. Edwards, USAF (retired). As 
chairman, Secretary Wilson appointed Charles A. Coolidge, Boston 
attorney and former Assistant Secretary of Defense. 


In his instructions to Mr. Coolidge (tab A, hearings, p. 2146), 
Secretary Wilson stated: 


As you are aware, I am seriously concerned over the 
unauthorized disclosure of classified military information. 
I am, therefore, forming a committee to study the problem 
and suggest methods and procedures to eliminate this threat 
to the national security. 


Mr. Coolidge, in his testimony before the subcommittee in March 
1957, explained that the July 13, 1956, Leviero story was the “‘occa- 


sion’ for the appointment of the Coolidge Committee (hearings, p. 
2015): 


Mr. Mircue.u. Mr. Coolidge, do you know whether the 
formation of your committee was occasioned by a specific 
instance, or was it a general problem? 

Mr. CoouipGe. I would say it was a general problem, 
perhaps pointed up by the Leviero article in the Times. I 
would say that was the occasion rather than the cause. 

Mr.MircHe.u. Which article was that, sir? 

Mr. Cootinae. That was the one that gave a figure of an 
800,000 reduction in the Army. [Italic added.] 
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In his instructions to the Coolidge Committee, Secretary Wilson 
made no mention about studying overclassification or arbitrary with- 
holding of information from the public and from Congress. But the 
appointment of the Coolidge Committee came shortly after the House 
Government Information Subcommittee’s unanimous July report 
which concluded that— 


the informational policies and practices of the Department 
of Defense are the most restrictive—and at the same time 
the most confused—of any major branch of the Federal 
Government. 


Congressman Moss, in a letter of September 25 to Secretary Wilson, 
commented on Mr. Wilson’s appointment of the Coolidge Committee: 


While I applaud this attempt to prevent unauthorized 
“leaks” of classified documents, I hope the Committee will 
be as diligent in suggesting methods to make available non- 
security information to the public. 

We must be conscious of the dangers involved if potential 
enemies gain access to the Nation’s military secrets. I 
believe, however, that under our democratic form of govern- 
ment we must be just as conscious of the danger involved in 
imposing a blackout on facts about the Nation’s defense pro- 
gram. Initial House Government Information Subcom- 
mittee hearings with the Defense Department indicated 
there has been too restrictive an attitude in the information 


field. [Italic added.] 


In a reply from Assistant Secretary of Defense Robert Tripp Ross, 
dated October 9, Mr. Ross assured Congressman Moss: 


Since the two subjects are related, it is probable that the 
report of the committee will make recommendations bearing on 
our public information policies as well as our procedures for 
preventing the unauthorized disclosure of classified military 
information. [Italic added.] 


B. COOLIDGE COMMITTEE INVESTIGATION 


The Coolidge Committee selected a staff primarily consisting of 
Comdr. David P. Klain and Nathanial H. Goodrich, both of whom 
had a background in security work. Mr. Coolidge (hearings, p. 2012), 
testified that Commander Klain was “intimately familiar with security 
matters in the Office of the Secretary of Defense.”’ Commander 
Klain at the time was attached to the Office of Personnel Security 
Policy, Office of the Assistant Secretary of Defense (Manpower, 
Personnel, and Reserve). Mr. Goodrich, former Deputy General 
Counsel of the Department of Defense and former special assistant to 
the Secretary of Defense, had a military background in security. 
Among his wartime assignments were: Army Air Forces technical 
censor, top secret control officer, and Chief, Information Security. 

An analysis of the list of 47 persons consulted by the Coolidge Com- 
mittee (hearings, p. 2012) showed that 23 had primarily security 
experience, 17 had primarily command or administrative experience 
and only 7 had backgrounds in public information. None of the 
public information officials of the military services was consulted. 
The Committee relied almost exclusively on Government sources (43). 
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The Committee’s sources were largely men at the policy level of Gov- 
ernment rather than at the working level, indicating that the Com- 
mittee sought policy advice rather than documentation of alleged 
“leaks” and their specific causes. Of the 4 newspapermen listed as 
consultants, 1 was Director of Censorship during World War II and 
another would hold that job in event of another war. 

Mr. Coolidge testified that the Committee did not hold ‘formal 
hearings” and that no stenographic record was kept of the proceedings 
or of the information accumulated (hearings, p. 2011): 


Mr. CoouipGez. I might say our Committee did not hold 
formal hearings. Rather we had conferences without a ste- 
nographer present, to get the opinions of our conferees. We 
were thinking out loud with them, as it were. One of our 
stock questions was, ‘‘What would you do if you were in our 
place?” I hope this has given us a more intimate knowledge 
of the problems, than if we had been more formal. 


C. COOLIDGE COMMITTEE FINDINGS 


The Coolidge Committee, after a 3 months’ study, concluded in its 
report of November 8, 1956 (hearings, p. 2137): 


* * * The two major shortcomings in the operation of the 
classification system are overclassification and deliberate 
unauthorized disclosures. We further conclude that little, if 
any, progress can be made without a successful attack on 
these major shortcoming. 


Although the Coolidge Committee was appointed to plug “leaks” 
rather than investigate the availability of information, the Committee 
concluded that there was too much secrecy at the Pentagon and, in 
many cases, corroborated the findings made earlier by the House 
Government Information Subcommittee. The Coolidge Committee, 
in its report (hearings, pp. 2134-2144), said it had found a tendency 
on the part of Pentagon officials to “play it safe’ and overclassify; 
an abuse of security to classify administrative matters; attempts to 
classify the unclassifiable; confusion from basing secrecy on shifting 
foreign policy; and a failure to declassify material which no longer 
requires a secrecy label. (For further details on those findings, see 
the section on “Excessive Secrecy,” p. 97 of this report.) 

The Coolidge Committee informed Secretary Wilson that unneces- 
sary and improper secrecy had reached such “serious proportions” 
that it was undermining confidence in the entire security system and 
leading to the very “‘leaks’’ Mr. Wilson sought to prevent (hearings, 
p. 2136): 

For all these reasons overclassification has reached serious 
proportions. ‘The result is not only that the system fails to 
supply to the public information which its proper operation 
would supply, but the system has become so overloaded that 
proper protection of information which should be protected has 
elon. The press regards the stamp of classification with 
feelings which vary from indifference to active contempt. 
Within the Department of Defense itself the mass cf classified 
papers has inevitably resulted in a casual attitude toward 


27027—58——-3 








24 AVAILABILITY OF INFORMATION 


classified information, at least on the part of many. [Italic 
added. | 


D. COOLIDGE COMMITTEE RECOMMENDATIONS 


The Coolidge Committee, in addition to suggestions for plugging 
“leaks,” made some excellent recommendations for eliminating un- 
necessary secrecy. Among these were recommendations for a de- 
classification director; a halt to secrecy changes based on temporary 
shifts in foreign policy; an explanation to the press when information 
in refused because it is classified; a determined attack on overclassifi- 
cation from top to bottom; a halt to attempts to classify the un- 
classifiable; a prohibition on the use of security classifications for 
administrative matters; and improved procedures for releasing in- 
formation about differences of opinion between the services. 

(For a discussion of these and other Coolidge recommendations, 
and the Defense Department actions on them, see the sections in this 
report on “Classification of Security Information” ; ‘‘Declassification”’ 
and ‘Differences Between the Services.’’) 

In order to halt ‘unauthorized disclosures,” the Coolidge Com- 
mittee made a series of additional recommendations of a restrictive 
and repressive nature. Some of these recommendations and Mr. 
Wilson’s actions on them are discussed in other sections of this report, 
such as “Threats to the Public’s Right to Know,” page 11. 


V. Leaks 


Repressive and restrictive recommendations of the Coolidge Com- 
mittee and the Wright Commission were based on concern over 
alleged “‘leaks.”’ 

A. COOLIDGE COMMITTEE 


When members of the Coolidge Committee appeared before the 
subcommittee on March 11 and 12, 1957, they were asked to explain 
what they meant by “‘leaks’’ and to cite specific instances. 

Congressman Moss asked Mr. Coolidge for his definition of a “leak’”’ 
(hearings, p. 2047): 


Mr. Moss. I wonder if you would define “leak’”’ for us. 

Mr. Coouipeez. I think by “leak’’ we mean a disclosure of 
information that has been classified. 

Mr. Moss. Administratively, or under Executive Order 
10501? 

Mr. Coouipae. “Leak,” as used throughout the greater part 
of our report, refers to the information classified under 10501. 

Mr. Moss. Is it limited to that? 

Mr. Coouiper. Well, it is limited to that, as far as the 
language goes, except that when we talk about administrative 
security, in our separate section on administrative security, we 
recommend that administrative security be treated in the same 
manner as classified security. But certainly as far as this 
particular recommendation for a grand jury investigation is 
concerned, I do not think we ever conceived of an adminis- 
trative leak that would be serious enough to come within 
that recommendation. [Italic added.] 
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Mr. Coolidge later restated his definition (hearings, p. 2091): 


By leak we meant a breach of security, a deliberate breach 
of security on the part of a Department of Defense official. 
That is, in my mind, what we meant by that. 


Mr. Coolidge even included press releases (hearings, p. 2091): 


Well, our thinking was, in information that is given out 
by a member of the Department of Defense to the public, 
which is a violation of security, that in the Department of 
Defense is what we call a leak, whether or not it is put out in the 
form of a press release or whether it is planted with a news- 
paper reporter, or whether it is handed to him sideways. 


[Italic added.] 


Mr. Coolidge’s other testimony, however, was not always so clear. 
Mr. Coolidge made it plain, however, that it is not easy to draw the 
line between a “security” leak and an “administrative” leak. He 
was asked if he had found “even one single illustration of an admin- 
istrative leak that might be injurious to the Nation?” (Hearings, 
p. 2043): 


Mr. Coouiper. J think there are a great many leaks that 
may be largely administrative, and still have some security 
significance. 1am thinking about the instance where Admiral 
Burke thought he could make a constructive suggestion to 
settle the difference between the Army and the Air Force on 
use of Army support aircraft. 

He wrote his suggestion out in longhand on Sunday. He 
brought it into the Pentagon on Monday, and it was type- 
written in the Pentagon. It was presented to the Joint 
Chiefs on Tuesday, and on Friday it appeared in the press. 
I do not think there is anything world shattering, as far as 
security went, on anything like that, but it is an awfully poor 
kind of administrative organization when 1 member of the 
Joint Chiefs cannot make a suggestion to the other 2 without 
having it come out in the press. 

Mr. Mitrcneiyi. Would you call that a leak which obvi- 
ously gravely damaged the national security, or would you 
call that an administrative leak? 

Mr. Coo.iper. Admiral Burke classified it as confidential. 

Mr. Mircuetu. Under Executive Order 10501? 

Mr. Coonipen. Yes. I think there is an argument that at 
that time it had some security significance, but I regarded it as 
primarily administrative, and I regarded it as not falling 
within the category we had in mind when we recommended 
that the reporter be summoned to testify before a grand jury. 

I think that, very clearly, that disclosure did not ob- 
viously gravely damage the security of the Nation. [Italic 


added. ] 


In his list of alleged “leaks,’’ Mr. Coolidge included disclosures of 
budget requests by the military services, although he conceded this 
was not a matter involving national security. In a resume of alleged 
“leaks,” he testified (hearings, p. 2093): 

Mr. Coourper. Another case which I do not think does 
involve national security, is that when the Secretary of De- 





26 


Confusion over what is a leak and what is not a leak was further 
pointed up in an exchange between Mr. Coolidge and Congress- 
man Fascell who wanted to:know whether Mr. Coolidge felt that 
“everything that is to be released should be released by the Secretary 
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fense is trying to make up his mind what to recommend to the 
President as a budget for the coming year 

Mr. Fasce.tu. Everybody finds that out in advance. 

Mr. Cooutripaer. The service Secretaries release the amount 
they want—Army wants X million, the Navy Y million, and 
the Air Force Z million, and it does not take very much 
arithmetic to add that up to $48 billion, and there is the Secre- 
tary of Defense faced with the administrative problem of all 
the public knowing the services want $48 billion, and he has 
got to make up his mind as to what he should recommend to 
the President. 

Mr. Moss. Is that harmful? 

Mr. Cootipar. It seems to me it is. 

Mr. Moss. Why? 

Mr. CootipGe. Bad organization. * * * 





of Defense” (hearings, p. 2092): 


Mr. CootinGe. I don’t follow that, because anybody who 
is in the releasing business, so to speak, if the information 
is unclassified, knows he can release it. If it is classified, 
then he acts at his peril in the sense that he either ought to 
get it declassified ——— 

Mr. Fasce.u. Suppose he is the originator of the informa- 
tion, and he does not classify it? 

Mr. CoouinGe. J would not call that a leak. 

Mr. Fascetu. That is the point. A publication is made, 
and then somebody in the Department of Defense decides it 
should not have been made at all, that it should have been 
classified. 

Mr. Cootmnee. If it was not originally classified, and 
the original person who should have classified it failed to 
classify it, then he failed in a duty that was on him. Now, 
whether I would call that a leak or not, I do not know. That 
is so unusual. 

Mr. Fasceuu. Error in judgment. 

Mr. Coo.iper. Error in judgment, yes. I do not know if I 
would classify that as a leak or not. It had not occurred to me. 

Mr. Fascre.u. The only way to avoid these errors in judg- 
ment, is to send it to the top man, isn’t it? 

Mr. CootipGe. No, you should exercise your judgment to 
the best of your ability. I do not believe you will get into 
trouble if you do that. 

Mr. Fasce.u. Well, I might not be as concerned about it, 
maybe, if you were passing judgment on it, but if somebody 
else were, I don’t know. 

Admiral Frecuteer. It is one of the occupational hazards. 

Mr. Fascrtu. In other words, I have got to take that 
responsibility? 

Admiral Frcureuer. Yes. 
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General Epwarps. If you make a mistake, something 
ought to be done about it, particularly if you make a lot of 
mistakes. 

Mr. Fascguu. I might disagree with that statement, but I 
am wondering whether or not it is fair to classify that as a 
leak. 

Admiral Fecuteter. I do not think so. You might 
classify it as an inadvertentleak. [Italic added.] 


B. LEAKS CITED BY COOLIDGE 


On page 2093, Mr. Coolidge cited as a leak the story by the late 
Anthony Leviero in the New York Times of July 12, 1956, which 
stated that the Joint Chiefs of Staff were studying a ‘“‘proposal’’ to 
cut the Nation’s Armed Forces by 800,000 men by the year 1960. 

Mr. Coolidge testified that the Leviero story damaged the security 
of the United States by “‘upsetting the Western Germans terrifically.” 
(hearings, p. 2051): 


Mr. Fasceuu. Let’s get on the Leviero one now. Was this 
an administrative leak or a leak of classified information? 

Mr. Coo.ipaez. I would say classified information, bearing 
in mind the time element is a very important feature in when 
a thing should be classified. For instance, if we had already 
decided—I say ‘“‘we’’—the Department of Defense had 
decided that the Army should be cut by 8Q0,000 men, you 
can’t keep that secret very long even if you wanted to, and 
you wouldn’t want to. It would be disclosed when you went 
to Congress to get the money to run the Department of 
Defense. It certainly would have to be disclosed to our 
allies, because we wouldn’t proceed to do anything like that 
without explaining very carefully what we are doing, to our 
allies. But to have it in the press when we hadn’t talked to any 
of our allies, and before we had decided to do it, and have never 
decided to do it, why that, I think, did—could and did—damage 
the security of the United States by upsetting the West Germans 
terrifically and ending up in my opinion unth their reducing their 
term of military service down to 1 year. 

Mr. Moss. Mr. Coolidge, was that information classified? 

Mr. Coouipaer. Yes. 

Mr. Moss. What classification had been given it? 

Mr. CoouipGse. I don’t know. If it came from the 
memorandum of the staff of the Joint Chiefs, it was classified 
at least secret, but I don’t know. I have never seen such a 
memorandum. 

Mr. Moss. You didn’t check to see if it was classified. 
You assumed it was, but did you check to determine whether 
or not it was classified? 

Mr. Coouipas. I think we were informed it was classified. 


[Italic added.] 
Secretary Wilson, in a press conference on October 12, 1956, ap- 
parently did not share Mr. Coolidge’s opinion that the story had up- 
set the Germans so “terrifically” that they reduced the length of 
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service of their draft. The minutes of the Wilson press conference 
show the following exchange: 


The Press (unidentified). Mr. Secretary, the German 
Government several weeks ago reduced the draft term from 
18 months to 12 months and in so doing they blamed news- 
paper reports which are supposed to have planned to cut 
their forces. Could you comment on that German charge? 

Secretary Wiison. I know what some of our headlines in 
the papers were over here. I don’t really know just what the 
Germans did say about it. It might be a little different. I 
think the thing was handled from their own internal prob- 
lems. As I understood the matter, they had passed their 
draft legislation without setting the term and this was simply 
an effort to set the term and J think they acceded to some of 
their own internal political pressures. I wouldn’t see any logic 
on—the effect of their draft laws on what we might do. I think 
the Germans are probably doing the best they can with the 
business over there. I remember when Chancellor Adenauer 
was over here, oh, a year or two ago and I happened to be 
having lunch with him in the White House and he asked me 
through his interpreter how a businessman felt in the Gov- 
ernment, and I said, ‘‘Well, I hadn’t run across any com- 
pletely new problem, I didn’t think, except maybe the politi- 
cal business was a different one than I had been used to.” 
And he asked me if I would like him to define politics for me, 
and I said, “Certainly, I would.” And he said, ‘‘Politics is 
the art of the possible,” so J think they put through the legisla- 
tion that they thought they could handle in Germany. [Italic 
added.] 


The apparent disagreement between Mr. Coolidge and Secretary 
Wilson over the effects of the Leviero story illustrates the futility of 
trying to base secrecy on what may be happening all over the world. 
The Coolidge Committee recognized this itself in recommendation No. 
2h in the Committee’s report ( “(hes arings, p. 2140): 


Avoid changing the scope of classified information to reflect 
temporary changes in emphasis in our foreign policy. 


Mr. Coolidge cited as a,“‘leak’”’ the September 6, 1956, release of 
a photograph showing four Navy fighter planes simultaneously 
refueling in midair. Mr. ¢ ‘oolidge ‘said that his Committee did not 
check into the facts of the situation but apparently took someone’s 
word that it was a “leak” (hearings, p. 2093): 


Mr. CoouipGe. I have a couple more exataples, Mr. Chair- 
man. I have not the date of this, but the Navy released a 
picture of four fighters refueling. It was a pretty informa- 
tive picture; a potential enemy interested in just how we 
refuel would have gotten a good deal out of it. 

Mr. Fascrevyu. Here is where I keep running into this 
problem all the time. Is the Secretary of the Navy going to 
be responsible under this thing, and are you going to remove 
him as Secretary of the Navy? 

Mr. Cooutipce. Not for such sporadic leaks as that. 

Mr. Moss. /s that a leak, or an error in judgment? He 
released it. Jt was material classified by the Navy. Appar- 
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ently he had the authority to declassify. He has exercised 
his judgment. 

Mr. Coouipar. I would not know the details enough, of that, 
to know whether it was the originating public-relations officer, 
who took the photograph, in the Navy who gave it to the press, or 
whether it was never classified. 

Mr. Moss. We are not certain in this example whether it 
fits into the category of leaks. 

Mr. Coouipae. It may be an example of failure to exercise 
proper judgment. I do think it has a security implication 
under 10501. 

Mr. Fascetu. Excuse me, sir; was the Committee inter- 
ested in determining whether or not this breach of security 
had been called to the attention of somebody in the Depart- 
ment of the Navy, and whether or not any action had been 
taken on it? 

Admiral Frcureter. The Department of Navy called it 
to our attention as an example, as I remember it. Here is 


something that happened in our own shop, they say. [Italic 
added. ] 


On the following day, Tuesday, March 12, 1957, Mr. Coolidge 
withdrew the Navy refueling photograph as an example of a leak 
(hearings, p. 1097) 


Mr. Moss. Mr. Coolidge, I understand you would like 
to correct the record in connection with one of the illustra- 
tions used yesterday afternoon in the list of leaks? 

Mr. Cooper. I would like to do so, Mr. Chairman. The 
example we gave of the photograph of our planes refueling, it 
develops had been cleared by the Public Information Office 


- of the Navy and the Department of Defense. 

of A memorandum from the Navy to the subcommittee staff showed 
that the photograph had been cleared not only by the Navy but also 

0. by the Office of Security Review, Department of Defense, the top 


security check point in the Military Establishment. 
Mr. Coolidge cited as a leak, stories published in August 1956 about 
the speed of the Air Force X-2 (hearings, p. 2090): 


al Mr. Coouiper. * * * Then there was the speed of the 
ly X-2, in August 1956, which came out as a result of the 
ms meeting of the Air Force Association in New Orleans, and I 
eg know that a number of people in the Pentagon felt it shouldn’t 


have been released at that time. 
I am not judge enough to know—— 
Mr. Mircue uu. Is that under 10501? 
Mr. CoouipGe. I would say that it was. 


On August 3, 1956, Gen. Nathan F. Twining, Air Force Chief of 
Staff, spoke at the Air Force Association convention in New Orleans. 
According to Department of Defense, Office of Public Information, 
news release No. 769-56, which was made available to the press in 
advance of the speech, General Twining stated (hearings, p. 2532): 

In a conversation just before we left Moscow, one of their 


top designers told us we can expect further advances in 
Soviet aircraft performance in the future. 
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He said, “‘We are doing some interesting things with en- 
gines for high speed—I think maybe we could teach you a 
few things.” 

I find this prediction interesting, but not alarming. We 
too, are underway on high speeds and new “things.” 

We have had a spectacular example of this within the last few 
days. Last week one of our group of courageous and skilled 
Air Force test pilots flew a research plane on a test flight designed 
to probe the so-called heat barrier. During his flight he went 
faster than man has ever been known to fly. [Italic added.] 


General Twining’s speech was cleared by the Office of Security 
Review, Department of Defense (hearings, p. 2457). 

During a hearing July 1, 1957, with Air Force officials, Brig. Gen. 
Arno H. Luehman was asked about the alleged “leak” of the X-2 
speed (hearings, p. 2458): 


Mr. Mrrcueii. Do you believe that the deduction that 
the X-2 had flown about 1,900 miles per hour was merely 
competent reporting based on information made public in 
General Twining’s speech? 

General Lurnman. Yes, sir; I do. 

Mr. Moss. Would you feel that this represents one of those 
interesting examples of a story based on a purloined docu- 
ment or on a good sound guess? 

General Luruman. I would rule out the purloined document, 
sir. I would say in addition to a good sound guess there 
would be any number of uninformed and informed sources 
for that type of information. [Italic added.] 


General Luehman, in addition, agreed with Congressman Moss that 
the only way to prevent such ‘speculative stories would be all-out 
censorship of the press (hearings, p. 2458): 


Mr. Moss. This is one of the items that has been offered 
to this Committee as an example of an improper leak. It 
is your opinion that it represents informed reporting rather 
than a leak. ‘To prevent publication of this type of infor- 
mation, we are not going to do it by tightening classification 
or expanding the program of classification. About the only 
way you could do it effectively would be through censorship, 
would it not? 

General Luruman. Censorship of the press, you mean, who 
would publish this? 

Mr. Moss. Yes. 

General LurumMaAn. I know of no other way, sir. {Italic 


added.|] 


Mr. Coolidge cited as a leak a story in the Wall Street Journal of 
August 3, 1956, listing the names of contractors working on the 
ballistic missile (hearings, p. 2090): 


Mr. CoouipGx. Then in August 1956 the Air Force came 
out with a disclosure of the contractors building its ballistic 
missiles. You could see every contractor of each different 
type of missile. That came out in the Wall Street Journal, 
Friday, August 3. I would say that was not at all helpful 
to our national security. 
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Mr. Coolidge, in reply to questions, admitted the Committee had 
not checked on the “leak’’ but had merely taken the word of the 
Committee’s conferees (hearings, p. 2090): 


Mr. Fascretu. Did the Committee determine that that 
particular publication was not a regular press release? 

Mr. Coouiper. No; we didn’t trace down the source of that, 
but it came—— 

Mr. Fascretut. How do you know whether or not it was a 
leak? 

Mr. Coouiper. Well, we had 

Mr. Fascruu. Did one of your conferees make a statement 
to the Committee that this was a leak? Is that the idea? 

Mr. Coouip@r. I haven’t the detail on that, but 7 cer- 
tainly was regarded by our conferees as an unauthorized dis- 
closure. 





The list of ballistic-missile contractors was contained in a speech by 
Brig. Gen. Don R. Ostrander at the Air Force Association meeting in 
New Orleans, August 2, 1956. 

In a letter dated June 28, 1957, Assistant Secretary of Defense 
Murray Snyder informed Congressman Moss (hearings, p. 2532): 


The speech to be given by General Ostrander at the Air 
Force Association convention in New Orleans on August 
2, 1956 was cleared by the Office of Security Review without 
amendment on July 30, 1956. 


In testimony on July 1, 1957, General Luehman stated that the 
story listing ballistic-missile contractors was not an unauthorized dis- 
closure (hearings, p. 2452): 


Mr. Mircuetu. Do you regard the list of ballistic missiles 
contractors as a breach of national security and an unauthor- 
ized disclosure, as did the Coolidge Committee? 

General LurnMan. No, sir. 


During the hearing of November 13, 1956, Rear Adm. Rawson 
Bennett, Chief of Naval Research, testified that he did not know of 
“leaks” of information from the weapons program (hearings, p. 1769): 


Mr. Moss. As I understand the Coolidge Commission was 
instructed to study the program because leaks had occurred. 
Is that correct? 

Admiral Bennert. I have never seen the documents for 
my part. 

Mr. Moss. I was thinking back to the press release. Is 
that the case, Mr. Clements? 

Mr. Ciements. It is my understanding that was part of 
the reasoning behind it. 

Mr. Moss. Have we had a lot of information leak out from 
these programs on weapons and plans? 

Admiral Bennett. Within my knowledge, sir; no, sir. 


Cc. WRIGHT COMMISSION 


Chairman Loyd Wright, in a statement on page 688 of the June 
1957 report of the Commission on Government Security, clearly im- 
plied that members of the press had “purloined’’ classified documents: 
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The final responsibility for the difficult decisions of what 
shall be secret must be confided in those loyal and devoted 
public servants who are qualified to make the judgment. No 
citizen is entitled to take the law, and the safety of the Na- 
tion, into his own hands. With near unanimity, the American 
journalism profession has conscientiously observed these limits. 
But there are a few exceptional cases, which for some reason have 
escaped prosecution. The purveyor of information vital to na- 
tional security, purloined by devious means, gives aid to our 
enemies as effectively as the foreign agent. [Italic added.] 


On page 619 of the Commission report, the Commission charged 
that there had been “frequent unauthorized disclosure” of national 
security information: 


The Commission found to its dismay that one frustrating 
aspect of this overall security problem is the frequent unau- 
thorized disclosure without subversive intent of classified infor- 
mation affecting national security. Several instances were 
noted where information emanating from the Department of 
Defense, and subsequently determined to have been classified, 
has found its way through various mediums into the public 
domain, when in deference to the interests of national secu- 
rity more restraint should have been exercised before dissem- 
ination. Airplane journals, scientific periodicals, and even the 
daily newspapers have featured articles containing information 
and other data which should have been deleted in whole or in part 
for security reasons. 

In many instances the chief culprits responsible for any 
unauthorized publication of classified material are persons 
quite removed from Government service and therefore not 
amenable to applicable criminal statutes or other civil penal- 
ties. [Italic added.] 


Nowhere in the 807-page report did the Commission cite a single 
example of a “purloined”’ document or an “unauthorized disclosure.”’ 

The Commission proposed legislation to impose a fine of up to 

$10,000 and a jail term up to 5 years for any one convicted of ‘‘com- 
municating” any information which he had reason to believe was 
classified secret or top secret, regardless of how he obtained that 
information. (This proposal i is discussed further under “Threats to 
the Public’s Right To Know,” p. 14 of this report.) 

Chairman Moss immedi: itely challenged Mr. Wright to substantiate 
his “extreme indictment of the American press.” In a letter of 
June 21, 1957, the subcommittee requested Mr. Wright to make 
available all information the Commission had to support such charges 
(hearings, p. 3305): 


The subcommittee will appreciate citation of whatever 
evidence you have to support your implication that reporters 
have been stealing secret information. The subcommittee, 
also will appreciate your making available all information 
which the Commission and its staff have to substantiate the 
charge that the press has been quilty of “the frequent unauthor- 
ized disclosure * * * of classified information affecting 
national security.”’ 
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The Commission has issued an extreme blanket indictment 
of the American press. The Commission has called for far- 
reaching, punitive legislation which, weighed against admitted 
excessive secrecy, could result in a virtual blackout of even non- 
sensitive information. [Italic added.] 


In a reply of June 24, Mr. Wright said (hearings p. 3307): 


I will be happy to have prepared the necessary data so 
that you and your staff will have concrete examples of the 
instances where the public safety was prejudiced by unlawful 
disclosure. First, however, I wish to protest any statement 
that the Commission has issued an extreme blanket indict- 
ment of the American press. 


On June 28, Mr. Wright personally brought to Congressman Moss a 
press release, copies of which Mr. Wright delivered the same day to 
reporters for publication on July 1. In an accompanying letter per- 
sonally handed to Mr. Moss, Mr. Wright stated that the press release 
contained cases he had promised to produce to support his charges: 


Agreeable to our correspondence, please find enclosed here- 
with a list of some of the cases in which unwarranted dis- 
closure by media personnel did, in my opinion, prejudice the 
security of the Nation. [Italic added.] 


In the press release, Mr. Wright stated (hearings, p. 3305): 


The perils of disclosing defense secrets are most obvious in 
time of war. Perhaps the gravest threat to national survival 
came with World War II. Yet illustrations of the danger can 
be readily found. [Italic added.] 


Mr. Wright, however, listed only 3 such alleged instances, and 
in only 1 of them did he name the publication. 
Mr. Wright also charged (hearings, p. 3309): 


During the Korean conflict a number of breaches of 
security and of journalistic ethics occurred. 


As examples, Mr. Wright listed merely the dates of seven stories 
written by a single syndicated columnist. Mr. Wright did not even 
state what in those columns was allegedly a breach of “security or 
journalistic ethics’ (hearings, pp. 3312-3314). 

Mr. Wright, in his press release, further charged that there were 
15 other stories, published during the so-called cold war and allegedly 
“prejudicial to the national security” (hearings, p. 3309). Despite 
his denial of a “blanket indictment of the American press,” Mr. 
Wright in the list of 15 failed to give the name of a single publication 
or the specific date of a single story. It was, therefore, virtually 
impossible to test the validity of his blanket charges or even to 
determine what stories Mr. Wright had in mind. 

Nowhere in his charges did Mr. Wright cite a case of a “purloined”’ 
document or show that alleged breaches of security were published 
specifically from unauthorized access to properly classified papers. 

Mr. Wright complained that there were other cases but that the 
Attorney General had hidden them forever from the American people 
by applying “unwarranted secrecy” (hearings, p. 3308): 


During the past week I requested the responsible official 
to release a part of this information which, in my opinion, no 
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longer required secrecy. I had hoped enough might be resur- 
rected from the grave of unwarranted continuing classification 
to demonstrate to the American people the disastrous con- 
sequences that flow from an individual’s taking the law into 
his own hands. I regret to report that this request for de- 
classification was denied, and that the information is appar- 
ently entombed forever, with the final rites of classified burial, 
in the bureaucratic graveyard of a maze of files, never to be 
disseminated to the American people who are entitled to 
know the full details of these dark chapters of betrayal. 
[Italic added.] 


On the same day as Mr. Wright’s press release, Congressman Moss 
wrote again to Mr. Wright (hearings, p. 3311): 


I concur in the obvious indignation, expressed both in your 
letter and in your statement released to the press, over the 
Attorney General’s refusal to permit discussion of instances 
which you had hoped “might be resurrected from the grave 
of unwarranted continuing classification.”’ 


Mr. Moss, in his letter, asked Mr. Wright whether the information 
about Mr. Wright’s alleged cases would be available to appropriate 
committees of Congress even if it was not available to the public 
under the Attorney General’s policy of secrecy: 


The list of cases which you claim prejudiced the security of 
the Nation is little more than a summary of alleged instances 
of “unwarranted disclosure by media personnel.” It contains 
no documentary evidence that the material was ‘‘purloined”’ 
or obtained by improper means from any official or classified 
source. 

The list appears, at the moment, to be a citation of in- 
stances where a competent reporter has gathered material 
from unclassified sources to write speculativ e stories. If the 
information in the cases had been in the possession of a 
Government agency, it might have been classified; being in 
possession of a reporter, it could be disseminated by him 
to the public. 

The instances have little value to the House Government 
Information Subcommittee unless specific, detailed facts are 
provided to support each citation. Therefore, I request a 
continuation of the cooperation you have so far demonstrated 
so the committee may obtain the additional information 
essential to its study of a legislative problem. Also, please 
inform the subcommittee if you have received executive 
direction regarding the availability to appropriate con- 
gressional committees of documentary evidence in connection 
with the instances cited in your statement to the press. If 
so, please explain in detail. 


Again, on August 27, Congressman Moss wrote to Mr. Wright 
renewing his request for details on the instances cited by the Wright 
press release. Mr. Moss’ letter was acknowledged by Douglas R. 
Price, executive secretary of the Wright Commission, on August 30 
(hearing, p. 3312). But the subcommittee received no written reply 
from Mr. Wright. Efforts by the subcommittee staff to obtain further 
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information from the Commission staff were denied on grounds that 
the decision must be made by Mr. Wright. 


D. JAPANESE CODE CASE 


Mr. Wright’s most serious charge involved a World War II story 
about the Battle of Midway in 1942.. In characteristic fashion, 
Mr. Wright did not mention the name of the newspaper which printed 
the story. In this particular case, however, the story was well known 
and Mr. Wright’s charge could be evaluated. Below are printed, 
on the left, Mr. Wright’s charge and, on the right, the official version 
of the case published on page 16 of the Field Press Censorship Manual 


of the Department of Defense, August 1954: 


Wright 


“At the Battle of Midway our 
Pacific Fleet, crippled at Pearl 
Harbor, made a brilliant recovery, 
to break the back of the Japanese 
Navy. The news behind the vic- 
tory was indeed big news. Many 
Washington correspondents knew 
the truth and kept it to themselves 
that our Navy had broken the 
Japanese code, and was lying in 
ambush for the enemy fleet. The 
Japanese did not know this, how- 
ever, until the fact was printed as an 
exclusive story in an important 
metropolitan daily. The enemy of 
course immediately changed their 
codes. Had they not been tipped 
off by this newspaper, there is strong 
reason to believe that Japanese sea- 
power could have been finally and 
completely destroyed many long 
and bloody months sooner.’’ [Ital- 


ic added.] 


Defense Department 


‘“‘A correspondent returned from 
the Pacific wrote, and his paper 
published, a story giving in detail 
the order of battle of the Japanese 


fleet. While the paper later argued 


that its correspondent had be- 
lieved that our reconnaissance had 
furnished the precise information 
on the Japanese fleet contained in 
his story, it appeared likely to our 
naval authorities at the time that 
the enemy would realize that these 
detailed facts could only have 
been secured through our knowl- 
edge of the Japanese code and our 
consequent ability to read his 
messages * * *. As students of 
the Pacific war know, the Japanese 
did not realize that the code had 
been broken * * *. Thus, in April 
1943, the deciphering of an enemy 
message made it possible to ambush 
Admiral Yamamoto, commander in 
chief of the Japanese Navy, on a 


flight over the Solomon Islands. 


* * * The questionable story giv- 


ing the Japanese fleet’s order of 
battle did not state as a hard fact 
that we had cracked the Japanese 
naval code. In fact, the story 
said nothing at all about this. 
There was only the possibility 
that the enemy would wonder how 
we knew so much about his dis- 
positions and deduce that we were 
reading his messages.” [Italic 
added. | 
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As further evidence that Mr. Wright did not have his basic facts 
correct, Mr. Coolidge testified (hearings, p. 2050) that the story did 
not actually state that the Japanese code was broken: 


Mr. Moss. There seems to be a difference of opinion as to 
whether the story in question actually disclosed that we had 
broken the Japanese code, ar whether it was the interpretation 
placed on that story and the charges made by the Depart- 
ment of the Navy, that finally made it clear that we had 
broken the code. 

Mr. Cootinex. As I remember the article, it published the 
full order of battle of the Japanese fleet, which to anybody in the 
Japanese military establishment would have clearly disclosed 
that we had broken their code. * * * 


Mr. Coolidge further testified, however, that the Japanese paid no 
attention to the story (hearings, p. 2046): 


* * * Fortunately for us, the Japs did not notice that, 


didn’t pick it up in our press, but if they had, the Battle of 
Midway might have come out quite differently. 


(Actually, the story was published on July 7, 1942, after United 
States victory had been assured at Midway.) 

Editor and Publisher of July 6, 1957, page 9, stated that the story 
had been investigated by a grand j jury which returned no indictment 
and that the Office of Censorship had accepted the newspaper’s 
explanation of the story: 


The World War II incidents mentioned by Mr. Wright 
were aired thoroughly in 1941 and 1942. Both stories broke 
in the Chicago Tribune. A Federal grand jury inquired into 
the possibility of a violation of the Espionage Act by the 
publication of the Japanese code story in the Tribune and 
seven other newspapers and returned no indictment. 

William D. Mitchell, a former Attorney General in the 
Hoover administration, presented the matter to the jury at 
the request of Attorney General Francis Biddle. After 
examining many witnesses, Mr. Mitchell announced: “The 
jury has considered the case fully and its conclusion that no 
violation of law was disclosed settles the matter.”’ 

Likewise, the Office of Censorship accepted the explana- 
tion of the Chicago Tribune editors. The story was attrib- 
uted to “reliable sources in naval intelligence.” 


On July 11, 1957, Congressman Moss and Mr. Wright appeared 
before the American Society of Newspaper Editors convention in San 
Francisco to discuss freedom of information and the Wright Com- 
mission charges. 

In a question and answer period, Mr. J. Russell Wiggins, vice presi- 
dent and executive editor of the Washington Post and Times-Herald, 
questioned Mr. Wright about his charges i in the Japanese code case. 
Mr. Wiggins quoted + to Mr. Wright the official version of the incident 
from the Field Press C ensorship Manual. The exchange between 
Mr. Wiggins and Mr. Wright is recorded as follows (pp. 60-61, Prob- 
lems of Journalism, American. Society of Newspaper Editors, report 
of 1957 convention proceedings): 
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(Mr. Wiaains). Now, let us note the differences between 
the description furnished by Chairman Wright and that offi- 
cially provided by the Defense Establishment. I may say, 
parenthetically, that most of the members of this society 
know, despite the effort to bury the fact deeply in the files of 
the Department of Justice, that these two narratives refer to 
the Chicago Tribune account of the Battle of Midway. Note 
these discrepancies: 

First, the Chicago Tribune did not disclose that the Japa- 
nese code had been broken, either in this publication or in any 
other subsequent publication, and neither did any other 
American newspaper disclose that the code had been broken. 

Now, point No. 2 is: 

That that fact was not printed in the Tribune, and the 
Japanese did not discover it in the Tribune or in any other 
newspaper; and 

The third point is, that the Japanese did not immediately 
change their code. They didn’t change it until almost a year 
later, after the interception of Yamamoto; and, 

Finally, far from there being any reason to believe that 
the publication in the Tribune prolonged the war, there is no 
good reason to believe that it would have prolonged the war 
for as much as 30 seconds. I would like to ask the Chairman 
if in view of the facts that are now known to him from the 
records of the Defense Establishment, he doesn’t think that 
he ought to strike this citation and remove it from the 
record, and eliminate the slur upon this newspaper and upon 
allnewspapers. These unjust and unfounded accusations have 
been made against a newspaper with the policies of which many 
of us frequently have differed, but the patriotism of which no 
one has ever had just occasion to doubt. 

Mr. Loyp Wricur. Mr. Wiggins, let me say first that, as 
Chairman of the Commission, I, too, have a staff, and this 
information was furnished me by a very fine newspaper 
reporter of many, many years of activity. 

If the facts, as you recite them are true, then I humbly 
apologize to everyone here. 

But, like many of you, I had four children in the war; and 
if, as I had a right to believe, this newspaper reporter, 
skilled in the art of reporting, correctly gave me the infor- 
mation, then I would not take back a thing. 

If, as you say, he is mistaken, I humbly beg your pardon, 
each and every one of you. 

[ tried to point out, Mr. Wiggins, that this was my state- 
ment and not the statement of the Commission, and I accept the 
responsibility for it. 

I do accept the facts as you give them to me, and I will 
apologize to each one of your great profession. [Italic added.] 


E. NO INSTANCES OF “‘PURLOINED”’? DOCUMENTS 
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During subcommittee hearings on July 1 and 8, 1957, with the 
Chiefs of Information for the Army, Navy, and Air Force, each of the 
witnesses testified that he knew of no cases of classified documents 
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“purloined” by newsmen. In the Army and Navy, the security- 
review function is a responsibility of the Information Chief; in the 
Air Force, at that time, security review was being set up as a responsi- 
bility of the Information Chief. It would, therefore, be their re- 
sponsibility to know if “purloined” secret documents were published 
by information mediums. 

Brig. Gen. A. J. Kinney, former Director, and Brig. Gen. Arno H. 
Luehman, Director, Office of Information Services, Department of 
the Air Force, both testified that they knew of no cases of “‘purloined”’ 
documents (hearings, p. 2448): 


Mr. Mircueti. General Kinney, do you know of any 
instance where a document containing classified informa- 
tion has been purloined? 

General Kinnuy. No, sir. 

Mr. Mrrcuety. General Luehman? 

General Luzuman. No, sir. 


Maj. Gen. Guy S. Meloy, Jr., Chief of Public Information, Depart- 
ment of the Army, testified that he knew of no cases of ‘‘purloined”’ 
documents and that he agreed with Congressman Moss that prior 
censorship and ‘‘absolute classification of everything which could be 
remotely related to military activity” would be required to attain 
“absolute security’ (hearings, p. 2386): 


General Metoy. I have never seen anybody that I knew had 
stolen or ““purloined” any information that I know of. I know 
there were items printed where I wondered where the heck 
they got the dope. I don’t know how they got it. 

* * * * ab 


Mr. Moss. Many speculative stories are published con- 
taining information which, if it were in the hands of your 
office, might be classified. How readily can you determine 
whether the information published was put together by a reason- 
ably alert, informed person, or whether it had been taken from 
official, classi fie d sources? 

General Menoy. J don’t know how you could do that. I 
really don’t, unless you caught him redhanded with the 
classified source. 

Mr. Moss. Or acquired the information in advance of 
publication that he was going to print an item dealing with 
military activities? 

General Mertoy. Well, then you would have the facts 
right there, if vou printed that, say, over a classification. 

Mr. Moss. Wouldn’t you also have censorship? 

General Mrtoy. We would also have censorship. 

Mr. Moss. And that would be the only means of com- 
pletely eliminating the risk of publication of information 
which might be classified; wouldn’t it? 

General Mrtoy. Use an iron rule on it. <As far as I can 
see, a lot of tt is alert, intuitive, and intelligent reporting. 

Mr. Moss. That is my impression also, General. 

The fact is, if we want absolute security, we have to have 
absolute classification of everything which could be remotely 
related to military activity, would we not? 

General Me xoy. J believe so. [Italic added.] 
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Rear Adm. E. B. Taylor, Chief of Information, Department of the 
Navy, stated “categorically” that there have been no cases of “pur- 
loined” documents during his 21 months as Navy Information Chief, 
and that if there had been any such cases, he would have known of 
them (hearings, p. 2419): 


Mr. Mircuetyi. Admiral, since you have been Chief of 
Information for 21 months, do you know of any instance 
where any classified document has been purloined from the 
Navy? 

Admiral Taytor. No. I would like to elaborate that within 
the province of my responsibility I could say categorically there 
has been none. 

Mr. Moss. Would you know of such an incident? 

Admiral Taytor. Within the Office of Information or its 
responsibilities; yes, I would know. 

Mr. Moss. Do you know of the publication of any informa- 
tion which appeared to have originated from a classified source 
under Navy control which was harmful to the Navy or, in your 
qudgment, to the security of the country? 

Admiral Taytor. No; I can’t say that I do. 


On November 19, 1957, Assistant Secretary Snyder testified that 
he knew of no classified documents “purloined”’ by the press during 
his tenure (hearings, p. 3129): 


Mr. Fascety. Mr. Snyder, during the time you have been 
Assistant Secretary of Defense, have any classified documents 
been purloined by the press? 

Secretary Snyper. Not to my knowledge; no. 


In reply to a subcommittee inquiry, members of the Wright Com- 
mission stated that even they were not presented with examples of 
frequent unauthorized disclosures or properly classified information 
‘purloined by devious means.” (See pp. 17-19 of this report.) 


VI. Derense DepARTMENT CENSORSHIP 
A. OFFICE OF SECURITY REVIEW 


Clearance through the Office of Security Review under the Assistant 
Secretary of Defense (Public Affairs) is required for the release of vir- 
tually all material emanating from the Department of Defense and 
the three military services and for material submitted from outside 
sources. Through OSR are funneled proposed speeches, articles, 
and press releases; material submitted from outside writers and pub- 
lications; and advertisements, brochures, and releases proposed by 
private companies with military contracts. 

Some of the material is screened by the services for military security 
before it is sent to OSR. Speeches prepared by the Secretaries of the 
Army, Navy, and Air Force, for instance, are checked for military 
security by the security review offices of the respective service before 
being sent toOSR. Insuch cases, OSR acts as a censor of the censors. 
In some cases, material blocked by the services never reaches OSR at 
a'l. If material is approved by the services, however, it still must be 
screened as well by OSR before release. 
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A directive entitled ‘Functions of the Security Review Branch’’ 
was issued July 27, 1951, by then Acting Secretary of Defense Robert 
A. Lovett which stated, in part (hearings, p. 1994): 


The Security Review Branch of the Office of Public Infor- 
mation, OSD, is the agency within the Department of Defense 
responsible for the clearance of information and material, 
excepting information and material clearly of local interest, 
from military or other sources intended for dissemination 
through all mediums of public information. 


In a memorandum of May 31, 1954, then Assistant Secretary of 
Defense (Legislative and Public Affairs) Robert Tripp Ross informed 
the Secretaries of the services and other top Pentagon officials that 
(hearings, p. 1994): 


The Director of the Office of Security Review will be 
responsible for necessary coordination and for clearance for 
security and policy of all material submitted to it for review 
in accordance with provisions of reference (d). [Italic 


added.] 


Reference (d) in the Ross memorandum is Defense Department 
Directive 5230.9, issued on March 29, 1955, by Secretary of Defense 
Charles E. Wilson which barred the release of any Defense Depart- 
ment material which did not make a “constructive contribution to 
the primary mission of the Departinant of Defense’’ (hearings, 
p. 1097): 


Such review and clearance shall be related not only to a 
determination of whether release of the material would 
involve any technical or substantive violation of security 
but also to a determination of whether release or publication of 
the material would constitute a constructive contribution to the 
primary mission of the Department of Defense. [Italic 
added. | 


Mr. Joseph Edgerton, Director of OSR, testified in November 1956 
that OSR is concerned only with military security (hearings, p. 1878): 


Mr. Moss. You are concerned with just classified infor- 
mation? 

Mr. Epcerton. That is the function of our review. 

Mr. Moss. Only classified information? 

Mr. Epcerton. Yes. 

Mr. Moss. No policy? 

Mr. Epcrerton. Policy we pass on for higher determina- 
tion. 

Mr. Moss. Then you are not only concerned with classi- 
fied information. In fact, you go much beyond that? 

Mr. Epcerron. We have only one clearance stamp, 
which reads, ‘““No objection to publication on grounds of 
military security.” 

Mr. Moss. That is a very broad term. 

Mr. Epcerton. Jt is intended to apply only to military 
security. [Italic added.] 

Mr. Edgerton, in the same colloquy, however, testified that OSR 
is responsible for ‘‘coordination’”’ of policy review and that policy 
changes are channeled through OSR (hearing, pp. 1878-1879) : 
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Mr. Moss. You go much beyond just whether or not the 
speech or document or advertisement, newspaper article, or 
magazine article contains classified information. 

Mr. Epcerron. In process of coordination it is determined 
also whether it will involve foreign affairs. 

Mr. Moss. The State Department does that? 

Mr. Evcerton. The State Department does that. We 
pass on State Department views. We do not pass it as our 
own action, but as information * * * The Department of 
of State may actually mark it out of the copy or send us a 
a memorandum pointing out their views * * * If we make 
=A a security change we line it out in red pencil, it is initialed 
by the review officer who authorizes the deletion, and State 
Department views are passed on as additional information, 
or views that come back to us by Mr. Allen or Mr. Ross also 
are passed on in the same way.” 


But Mr. Edgerton insisted that OSR does not clear for policy. He 
conceded, however, that OSR “flags” items of policy for review 
(hearings, p. 1887): 


rt 


ni Mr. Moss. You say you do not clear for policy? : 
i Mr. Eperrton. We do not clear, but we would just flag it as 
a matter for further consideration. 

to Sm : . : 
i Mr. Moss. Then, you exercise judgment at that point 
which goes beyond security clearance and you say, “let us 
put a flag on this thing; there is a policy here that we think 
should be considered ‘by Mr. Ross.” So, you do pass on 
policy. 

Mr. Epasrton. That is a part of the service that is expected 
of us from our superiors. [Italie added.] 


Mr. Edgerton conceded that OSR does take “the initial steps” 
policy review and testified that matters of policy “concern” are re- 
ferred to the Assistant Secretary of Defense for Public Affairs or to 


56 his Deputy (hearings, p. 1888): 
0): 


Mr. Epcrerton. We know what matters generally are of 
disconcern to them, and will send those things on up. 

Mr. Moss. Then you actually are taking the initial steps to 
pass on policy on everything that comes to you whether or not 
it is with these top-level officials of the military departments? 

Mr. Epacertron. Yes, sir. Wescreen this volume of mate- 
rial the at comes in tous. It is not necessary for all of it to go 
up. Some of it we recognize is material in which they will 
have aconcern. I would say that it is a rather small fraction 
that finally winds up in Mr. Allen’s or Mr. Ross’ office. 

Mr. Moss. Jt seems to me you would more aptly be called the 
“office of security review and censorship.” [Italic added.] 

Mr. Edgerton took credit for having military security ‘“overruled”’ 
for policy reasons (hearings, p. 1883) 


Mr. Epeerton. We do not declassify ourselves, but we have 

arranged to have declassification action taken. That question 

SR occasionally arises. The example that occurs to me was the 
i ve movement of two divisions to Europe during the Korean war. 
: The Army maintained that in classified status. In the mean- 
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time, NATO had taken an interest in the matter and decided 
it would be a matter of stimulation of world confidence to 
know that those divisions were going, so the classification was 
overruled, and the announcement was made before the troops 
were sent to the point of embarkation. 

Mr. Moss. Overruled by whom? 

Mr. Epcerton. By the Secretary of Defense or the White 
House, I am not sure whom, but it was the Secretary of 
Defense’s action. 


B. CENSORSHIP OF OUTSIDE MATERIAL 


Mr. Lee Hargus, Deputy Director of OSR, told the subcommittee in 
testimony during the November 1956 hearings, that OSR is limited to 
a review for military security only on material submitted from outside 
authors or publications (hearings, p. 1894): 


Mr. Moss. Then, you are limited in this review to military 
security and that alone? You in this instance have no right 
from any source whatsoever to undertake a review for policy 
purposes? ‘This is solely one of military security? 

Mr. Hareus. Yes, sir; as it applies to the press. 

Mr. Moss. I just wanted that clearly established on the 
record. 

Mr. Hareus. May I make it clear again, Mr. Chairman, 
that we do not review for policy on articles submitted from out- 
side sources. We have never in my knowledge made such a 
review. 


The Saturday Evening Post submitted an article entitled ‘The 
American Invasion of Spain,’”’ to the Department of Defense for 
review. ‘There were only two security deletions requested by the 
Defense Department in the article which was published in the mag- 
azine’s issue of January 28, 1956. However, Mr. Hargus, speaking 
for the Department of Defense, objected to the article on grounds of 
its “overall approach” and because of what he said was its “sneering 
approach.” Mr. Hargus wrote the Saturday Evening Post on Decem- 
ber 16, 1955, as follows (hearings, p. 1998): 


The Department of Defense and the Department of State 
agree that publication of the O’Donnell article in the Post 
would seriously react against the national security interests, at 
this time, of the United States. We feel there is a possibility 
that publication of this article would be considered offensive 
by Spanish authorities to the point that United States interests 
in Spain might be prejudiced. 

Our objections lie more in the overall approach than in 
specific details. Certainly the piece could be quickly cleared 
up insofar as military security is concerned. It is the rather 
sneering approach to the problems and limitations of the Spanish 
people about which we are greatly dubious. 

For example, herewith are some comments which we have 
been authorized to send along from the Department of State, 
and I might add that they reflect my thinking also: 

O’Donnell, himself, recognizes this Spanish trait but then 
proceeds throughout the article to make jibes and cheap 
remarks at the expense of the Spaniards—in substance to 
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question their technical ability, their warmaking potential 
and even their honesty. A few specific examples will suffice: 

“Franco, that Cincinnatus with no plow to go home 
to * * os 

«“* * * Spain was declared a pariah country by the 
United Nations, an outfit including such historymaking 
peoples as the Afghans and the Byelorussians’’. 

‘“* * * the penalty for premature anticommunism curi- 
ously severe.”’ (This comment is typical of the article, in 
that reference is obscure.) 

‘“* * * second place in the Iberian League.” (This would 


in seem to be a promotion of Portugal that would be partic- 
to ularly galling.) 
de “In this corner the Americans, who believe that time is 


money, over against the Spanish who regard making money 
as a waste of time.”’ 

‘For a Spanish senorita to make a decent marriage today, 
she has either to be born rich, win the national lottery, or 
latch onto a successful bullfighter.”’ 

“Some graft there may have been, since Franco’s reputa- 
tion for personal honesty does not extend to prominent 
members of his entourage.”’ 

“* * * a pastoral, donkey economy.” 

“* * * « country where filling stations are rarer than 
cathedrals * * *,.” 

«“* * * it is ludicrous to conceive, in a wartime situation, 
of Spanish pilots mounting to ward off Soviet bombers 


‘he while our jet hot rods stay back in the barracks playing 
for canasta.”’ 

he The above is just a sample. Mr. O’Donnell has not 
g- missed a single chance to insult the Spaniards in their most 
ng sensitive spots, and if occasionally accuracy is sacrificed, he 
of seems to feel that the purpose condones this. A good ex- 
ing ample of this technique is the crack about gas stations in 
m- relation to cathedrals, which is a wild exaggeration. [Italic 

added.] 


Mr. Edgerton defended Mr. Hargus on grounds that ‘“‘the Govern- 
ment might be damaged” by the article (hearings, p. 1902): 


I think Mr. Hargus had in mind what we all do. We are 
sworn officers of the Government and we have responsi- 
bilities to protect and defend the Government. This was 
an instance where it looked as though the Government might 
be damaged. 


Chairman Moss pointed out, however, that Mr. Hargus’ effort to 


suppress criticism of Spain was a “dangerous approach” (hearings, 
p. 1902): 


Mr. Moss. I think, Mr. Edgerton, this 1s an example of an 
attitude which makes the people and the press fearful of any 
move toward censorship even vn time of war. 

If the authority had been with Mr. Hargus in this instance 
to direct deletion on the basis of his letter, I have no doubt 
but what he would have so directed the deletion of these 
items from the article. I have read it. 
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I cannot agree with him that it was a very prejudicial 
article. Jt represented in my opinion an honest viewpoint of 
a writer who seems to have done a pretty good job of telling a 
story, and I enjoyed the article. 

Yet his letter could have prejudiced the publication of the 
article. I don’t think this has caused the slightest flutter vn our 
relations with Spain. 

I doubt very much that they are so sensitive that they cannot 
understand in this Nation, where they certainly, over a period 
of many years, have been criticized and eriticized sharply, that 
we do have differing views. This is a dangerous approach. 
[Italic added.] 

C. THULE AIR FORCE BASE 


A letter of June 5, 1956, to the subcommittee from Assistant Secre- 
tary of State Robert C. Hill revealed an arrangement between the 
United States and the Danish Government under which permission 
for newsmen to visit the Air Force’s base at Thule, Greenland, must 
be obtained from the Danish Government “after clearance by the 
United States Department of Defense and the Department of State.”’ 
Articles by American newsmen about American bases in Greenland 
must be subjected to “security review by the United States Depart- 
ment of Defense” and must be made available to the Danish Ministry 
of Foreign Affairs for release in Copenhagen (hearings, p. 2000). 

Mr. Hargus said he knew nothing about such an agreement (hear- 
ings, p. 1911): 


Mr. MitcHe tu. Is there any requirement that an American 
reporting on the Thule base has to submit his article to your 
Department, to the State Department, or to the Danish 
Government? 

Mr. Hareus. I cannot speak for the State Department or 
the Danish Government. Insofar as our Office of Security 
Review is concerned, there 1s no requirement. He has a card 
as a responsible American reporter, and is permitted to go 
there and, as far as I know, he can write as he pleases. 
[Italic added.] 


Mr. Hargus insisted that he did not know of any “recent” agree- 
ments whereby newsmen must agree to censorship in order to visit a 
military installation (p. 1914): 


Mr. Fascretu. I detect a difference of opinion on the or- 
ganizational policy on voluntary submission of material, 
because on the first page of this letter it is stated that the 
arrangement provides: ‘‘(2) articles about American airbases 
in Greenland are to be subjected to a security review by the 
United States Department of Defense.” 

Mr. Hareus. Yes, that is SOP—standard operating pro- 
cedure. 

Mr. Fascetu. That does not sound discretionary to me. 
That sounds mandatory. 

Mr. Hareus. That is not our language. 

Mr. Fascre.u. This comes from Robert C. Hill, Assistant 
Secretary, Department of State. 

Mr. Haraus. Yes. 
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Mr. MircHetu. Are you not responsible for the coordina- 
tion of policy on this type of incident, for example? 

Mr. Hareus. Yes; we would coordinate. 

Mr. Fascretyi. The way I interpret that, it means before 
the State Department would give the clearance it must be 
sent to your office. 

Mr. Mircuetu. And to the Danish Government? 

Mr. Haraus. I think we have the cart before the horse. 
The article comes in to our office first. We are required to 
send it to the Department of State if it has a foreign relations 
aspect. We also coordinate with the Danish Embassy for 
their information. If they want any suggestions passed on, 
we are glad to do so, but the suggestions are not binding and 
if the author wants to use his original language, we have no 
objection. We are not running a controlled press by any 
means. 

Mr. Fasceuu. But the point is that once the article is 
submitted, then it becomes mandatory for you to review it? 

Mr. Hareus. Certainly, that is our only excuse for re- 
view, security. 

Mr. Moss. I will go back to a question I asked this morn- 
ing in the matter of agreements. You indicated you could 
not recall an instance where an agreement was actually 
made requiring review in order to go on a particular inspec- 
tion. 

Mr. Haraus. I know of no recent ones. I can recall some 
in the past. 


D. ACCESS TO CENSORING OFFICER 


Mr. Hargus testified (hearings, p. 1903) that OSR had ‘‘no control”’ 
over access of an author to security officers who make deletions in an 
article submitted from the outside. Mr. Hargus said he could not tell 
how many instances had occurred where an author was denied access 
to the censor. Edgerton did recall for the record the case of Dr. 
Ralph E. Lapp—a case under study at that time by the subcommittee. 
Mr. Edgerton said that the Armed Forces special weapons project 
refused to discuss its objections to an article written and submitted by 
Dr. Lapp (hearings, p. 1904). 


E. CIVIL WAR BOOK REVIEW 


A check of the OSR index card file revealed that a review of a Civil 
War book had been submitted by Armor magazine to OSR for clear- 
ance. 

The subcommittee, in a letter of July 9, 1957, asked the editor of 
the magazine why he had submitted the book review to OSR. The 
book, Destruction and Reconstruction, was written by Lt. Gen. 
Richard Taylor of the Confederate Army and first published in 1879. 
The review was written by Maj. Gen. Ulysses S. Grant III, Retired, 
and was published in the March-April 1956 issue of Armor. 

Lt. Col. William H. Zierdt, Jr., editor of Armor, replied on July 9, 
1957, in part: 


In view of the fact that General Grant is a retired Army 
officer, I deemed it feasible to send this review in for clear- 
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ance. Also, Armor is published by the United States Armor 
Association whose staff is comprised of one officer and three 
sergeants, all on active duty. 

Further, due to the fact that the book is critical of the recon- 
struction period, which in return is critical of our Government, 
I deemed it advisable to protect both the reviewer and myself by 
having it sent through security review. [Italic added.] 


F. CENSORSHIP OF MATERIAL FROM THE ARMED SERVICES 


Maj. Gen. Guy S. Meloy, Jr., Chief of Army Information, told the 
subcommittee in a hearing on July 1, 1957, that policy changes from 
OSR are mandatory unless appealed and that in any case, the Defense 
Department has the last word. (Hearings, p. 2304): 


Mr. Moss. Earlier I asked whether or not the Office of 
Security Review in the Department of Defense always in- 
formed you of any changes which it would insist upon. You 
indicated that you were : alw ays informed. 

General Mrtoy. That there were changes coming. 

Mr. Moss. That the changes were to be made. 

General Mrtoy. Recommended. 

Mr. Moss. Recommendation is mandatory, is it not? 

General Mrtoy. Not necessarily; no, sir. 

Mr. Moss. If it applies to policy? 

General Mrxtoy. No, I don’t think so. It is up to the 
man who wants to deliver the talk. Whether he wants to 
appeal it. 

Mr. Moss. It is mandatory unless he desires to appeal; 
isn’t that right? 

General Mrtoy. Let us say he will accept them, and that 
is it. 

Mr. Moss. He either has to take the decision or he would 
have to appeal to the Secretary of Defense, would he not? 

General Metoy. Or his office, yes. There are procedures 
laid out for that. 

Mr. Moss. So that it is mandatory unless he appeals? 

General Metoy. That is right. 

Mr. Moss. Jf he is overruled on the appeal it remains man- 
datory that he adopt the recommendations as to the changes? 

General Mer toy. Yes. 

Mr. Moss. Whether he is the Secretary of the Army or 
the Chief of Staff? 

General Metoy. That is correct. 


Rear Adm. E. B. Taylor, Chief of Navy Information, testified that 
security changes are mandatory but that when it comes to policy 
changes, a “gray area” is involved (hearings, p. 2433): 

Mr. Moss. In the final analysis you have to accept their 
judgment. 

Admiral Taytor. On security, yes sir. 

Mr. Moss. On security and on policy. 

Admiral Taytor. That, sir, is a gray area. They advise 
us on policy 
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On October 25, 1956, Thomas S. Gates, Jr., then Under Secretary 
and now Secretary of the Navy, wrote the following memorandum 
(hearings, p. 1918): 


On Tuesday, October 23, I discussed with Mr. Ross, the 
Assistant Secretary of Defense (Legislative and Public 
Affairs), the general problem of clearance of speeches. The 
subject had come to my attention when I read the com- 
ments which had been submitted on two of my proposed 
presentations. Most of the suggestigns made by Mr. Ross’ 
office were improvements on the original text. However, 
as some of them appeared to be outside of the realm of security 
and did not appear to me to be in opposition to positive De- 
fense Department policy, I did not know whether to take them 
as suggestions or as directives. 

Mr. Ross informed me that his office makes every effort 
to assist us with our speeches. When appropriate, he sends 
them to State Department, the Atomic Energy Commission, 
and other Government agencies for advice. On occasion, 
he has requested comments from the Secretary of Defense 
and Admiral Radford. He assured me that all comments 
made on our scripts were merely in the form of suggestions 
except those dealing with security, and he agreed ‘that. all 
security questions w ould be clearly designated as such. 


G. CONFUSION OVER POLICY AND SECURITY 


On July 1, 1957, the subcommittee discussed Defense Department 
censorship of 21 speeches and articles of Secretary of the Army Wilber 
M. Brucker and Gen. Maxwell D. aoe, Aaa Chief of Staff. The 
witnesses were Maj. Gen. Guy S. Meloy, Jr., Chief of Army Informa- 
tion, and W ‘liam: J. Donohoe, Chief a Army Security Review. 
Congressman Moss asked whether Defense Department changes 
were clearly marked security and for policy as Mr. Ross had assured 
Mr. Gates they would be (hearings, p. 2408): 


Mr. Moss. * * * You say that when the speech, or this 
package of material, comes back from the Department of 
Defense, the objections or recommended changes are not 
identified on grounds of security or policy. If there is objec- 
tion to material, you don’t know whether the objection goes to a 
policy question or a security question; am I correct? 

Mr. Dononor. It would be sometimes difficult to ascer- 
tain. 

yeneral Merxtoy. IJ don’t think there is any mark on them that 
indicates security or policy. It is just comment. [Italic 


added.] 


At another point in the testimony, Mr. Donohoe was asked whether 
changes made by Deputy Assistant Secretary of Defense Philip K. 


Allen in a speech proposed by General Taylor were for security or 
policy (hearings, p. 2407): 


Mr. Donounor. It may have been either one or both. 

Mr. Mrrcuety. Don’t your records show what they were? 

Mr. Donouor. No, they don’t. 

Mr. MrrcHe.t. In other words, you don’t know when a 
speech is changed for policy reasons or for military security? 
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General Mrtoy. But DOD has the responsibility for both. 
Mr. Dononor. We would have to quess at whether it was 
security or policy, like anyone else. [Italic added.] 


Rear Adm. E. B. Taylor, Chief of Navy Information, also confirmed 
that security changes are not always clearly marked as such despite 
Mr. Ross’ assurances (hearings, p. 2443): ’ 


Mr. Mrrcne .t. | refer you to the last phrase in the memo- 
randum of Mr. Gates: ‘‘And he agreed that all security ques- 
tions would be clearly designated as such.” Today is it the 
policy that when you get changes back from the Department 
of Defense they are clearly designated as security items? 

Admiral Taytor. Well that may have exceptions. 


The subcommittee staff, in a check of the OSR card index file, found 
that OSR had stamped ‘“n/obj/amd,’ meaning no objection with 
amendment, on at least 14 speeches of Adm. Arleigh A. Burke, Chief 
of Naval Operations. Mr. Edgerton had told the subcommittee that 
the OSR stamp applies to military security only (hearings, p. 1878). 
Admiral Taylor testified, however, that none of the changes were for 
security (hearings, p. 2444): 


Mr. Mircuexti. Admiral, could you explain to the sub- 
committee how such security items are clearly designated? 

Admiral Taytor. J don’t think there have been any. [Italic 
added. | 


Admiral Taylor was asked specifically about a speech by Admiral 
Burke on the role of the Navy in the Mideast crisis. The speech, 
like the others, had been marked ‘“‘n/obj/amd” by OSR (hearings, 
p. 2444): 


Mr. MrrcHe.u. You were referring to a speech we just 
took up a few minutes ago on the role of the Navy in the 
Middle East. 

Admiral Taytor. Yes, sir. 

Mr. Mircuetyu. Were the military security items clearly 
designated in that one? 

Admiral Taytor. They were not involved. 

Mr. Mitcueiy. They were not involved in rt? 

Admiral Taytor. Not involved. 

Mr. Mitrcue.ui. Then it was a matter of language. 

Admiral Taytor. That is my interpretation of the changes 
that were recommended in that speech. 

Mr. Fascexiu. Admiral, do I understand that the role and 
the function and the mission of the 6th Fleet in the Middle 
East is not a security matter? 

Admiral Taytor. Well the changes that were suggested in 
that speech did not relate to strictly security in my interpretation. 
(Italic added.] 


H. SPEECHES AND ARTICLES 


In May 1956, Foreign Affairs Quarterly asked the Army Chief of 
Staff, Gen. Maxwell D. Taylor, to prepare an article based on remarks 
he had made before the Council on Foreign Affairs on May 14. A letter 
to the subcommittee from Philip W. Quigg, the assistant editor, states 
(hearings, p. 2402): 
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The General promptly accepted and the article was 
scheduled for publication in our October issue. The manu- 
script was completed early in August, and in the same month 
General Taylor advised that he was unable to obtain clear- 
ance. The article was never published. 


General Meloy testified that he was familiar with the case only 
‘rom the outside edges” although the Army’s security review office 
under General Meloy had cleared the article and it had been returned 
through General Meloy to General Taylor with OSR’s refusal to clear 
(hearings, p. 2403). 

In his testimony, General Meloy said he could not recall whether 
the article was blocked by OSR because of security or policy. “I 
think it was probably policy,’ General Meloy testified (hearings, p. 
2403). Congressman Moss requested General Meloy to check whether 
the proposed article was based on remarks which General Taylor pre- 
viously had made before the Council of Foreign Affairs. General 
Meloy later supplied a statement for the record which said, in part 
(hearings, p. 2403): 


The tenor of these remarks and the proposed article were 
similar. 


General Meloy, despite the fact that he is Chief of Army Informa- 
tion, made it clear that he does not know what changes were called 
for by the State Department in speeches by Secretary Brucker or Chief 
of Staff, General Taylor (hearings, p. 2409): 


Mr. Mrrcneuu. General Meloy, what kind of policy 
changes in speeches were made by the Department of State, 
do you know? 

General Metoy. No, I don’t. My guidance is the ‘‘with- 
out amendment” thing put out by the Defense Department. 

Mr. MircueE .t. In other words, you have no way of know- 
ing in your particular office what suggestions were made or 
suggested amendments by the Department of State? 

General Metoy. I don’t say I have no way of knowing, 
I don’t know whether [ have the records. J personally don’t 
know what they were and I don’t know whether the records erist 
in my office now. It is possible that the memorandum went 
right straight to the man who made the speech and he 
looked at them and threw it away. [Italic added.] 


Testimony by Admiral Taylor revealed that many Defense Depart- 
ment changes in speeches prepared by Admiral Burke were ‘‘seman- 
tics” (hearings, p. 2431). In at least one case, the change was so 
meaningless the Navy ignored it. The Defense Department revised a 
speech prepared by Admiral Burke for the Chemical Engineers Con- 
vention at Boston on December 11, 1956. One phrase, reading “The 
role of the Navy in the Mideast” was changed to read: ‘““The general 
role of the Navy in the Mideast” (hearings, p. 2431): 


Admiral Tay.or. The suggestion was made to insert 
“seneral” in front of “role.” To the best of my knowledge 
it wasn’t accepted. 

Mr. MircHe.tu. Why not? 

Admiral Taytor. I don’t know. It was just felt that it 
didn’t improve it. 
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I. SERVICE PRESS CONFERENCES 


General Meloy testified that Secretary Brucker and General Taylor 
had held only one press conference each in the year and a half that 
General Meloy had been Army Information Chief (hearings, pp. 
2398-2399): 


Mr. Mircurett. How many press conferences have been 
held by Secretary Brucker and General Taylor since you have 
been Chief of Information? 

General Metoy. One each, locally. 

Mr. Mircure i. How long have you been Chief of Infor- 
mation? 

General Mexoy. A little over a year and a half. 

Mr. Mircuevu. Therefore, Secretary Brucker has had one 
press conference and General Taylor has had one press 
conference in a year and a half? 

General Mexoy. Locally. 


General Meloy testified that Secretary Brucker’s sole press con- 
ference involved the Army’s invitation to Congressmen to visit mil- 
itary installations in Kentucky at the time of the Kentucky Derby 
(hearings, p. 2391) 

General Meloy testified that, to his knowledge, he did not know of 
any cases where Secretary Brucker or General Taylor had been “‘dis- 
couraged” by the Defense Department or the White House from 
holding press conferences. He said he would not necessarily know 
of any such cases although he claimed it was “probable” that he 
would know (he arings, p. 2399): 


Mr. Mircuetyi. To your knowledge, has either Secretary 
Brucker or General Taylor ever been “discouraged i in any way 
by the Defense Department, or the White House, from hold- 
ing a press conference? 

General Mrtoy. To my knowledge, no. 

Mr. Moss. Would you know? 

General Mrtoy. J don’t have to know it. It is probable. 
(Italic added.] 


General Meloy said he was unaware of a meeting of the service 
secretaries at which Secretary Wilson reportedly warned them against 
public airing of service differences over roles and missions (hearings, 
p. 2399): 


Mr. Mircne.i. Are you aware of the meeting of Secretary 
Wilson with the Secretaries of the three services last fall 
during which Mr. Wilson asked the Secretaries to avoid 
public interservice rivalries? 

General Mrtoy. I am not aware of any meeting like that; 
no, sir. 

Mr. Mircuety. Brig. Gen. Thomas R. Phillips, United 
States Army, retired, military analyst for the St. Louis 
Post-Dispatch, claimed that ‘service Secretaries told the 
Coolidge Committee they felt they should not hold press 
conferences. In a story published December 1, 1956, Gen- 
eral Phillips wrote: 

“The three service Secretaries, chiefs of organizations of 
more than a million men and women, each cannot hold press 
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conferences for fear that they may offend against some 
Wilson policy. Wilson states that he had not forbidden 
them to hold press conferences, but the Coolidge Committee 
learned that they all felt they were not supposed to have 
any.” 

General Me toy. I am not aware of that. 


Gen. John E. Hull, USA (retired), a member of the Coolidge 
Committee, in a letter dated July 1, 1957, to Congressman Moss, 
said that the Coolidge Committee had inquired about the lack of 
press conferences by service Secretaries and chiefs. General Hull 
said he believed that service Secretaries and chiefs were reluctant to 
hold press conferences because they apparently felt that Secretary 
Wilson did not want them to publicize service differences. General 
Hull, in his letter, said the service Secretaries and chiefs and Secretary 
Wilson were interviewed by the Coolidge Committee about press 
conferences (hearings, pp. 2523-2524): 


During one of these interviews the statement was made by one 
of the heads of that service to the effect that a press conference 
could not be held by the Secretary or Chief of Staff of a service 
uithout prior approval in each case by the Secretary of Defense 
on the subject matter to be covered. On querying the heads of 
the other two services we found that they knew of no such 
instructions. 

At a meeting with the Secretary of Defense, which the 
Committee held shortly thereafter, Mr. Wilson denied that any 
such instruction had ever been issued by him and went on to 
state that the Secretary or Chief of Staff of any of the military 
services could hold press conferences as often as he felt there 
was reason to hold one. The reason for this misunderstand- 
ing could not be determined by the Committee. 

* * * Itis my personal opinion that the apparent reluctance 
on the part of the heads of the three military services to hold 
frequent press conferences may stem from the belief that Mr. 
Wilson prefers to have disagreements among the three military 
services settled within the Pentagon and not aired publicly. 
As you well know, a good reporter knowing that a contro- 
versial subject is under consideration in the Pentagon can 
pose questions which are difficult to respond to under such a 
policy. 

National defense affects all of us and the decisions made 
concerning it are of the greatest importance to every Ameri- 
can. Many of these decisions must be made on items that 
are of a very controversial nature. Within the bounds of 
military security they should be freely discussed before final 
decision is taken. [Italic added.] 


General Meloy was questioned about published reports that the 
Army was overruled on a “proposal” to hold a press conference late 
in 1956 or early 1957 to announce the new pentomic structure for 
Army divisions (hearings, p. 2524). General Meloy sought to make 
a distinction between a “‘proposal” for, and a “discussion” of, a press 
conference (hearings, p. 2400): 


General Metoy. There is a lot to that one, I know. 
There was never a proposal, as such, to hold a press con- 
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ference, to announce this, and that is where I think we are 
perhaps separating a bit. At least in my mind I separate a 
proposal from a discussion. 


General Meloy said it was decided to announce the pentomic 
structure by press release rather than by press conference because it 
could be done better that way ‘within the bounds of security”’ 
(hearings, p. 2401): 


Mr. Moss. Was it felt it could be more carefully handled 
through a press release? 

General Mrtoy. We could announce this pentomic change 
within the bounds of security better by press release, within 
the amount we felt we should put out at any onetime It was 
involved in not showing our hand at any one time, and not 
exciting the situation in NATO, and all of those considera- 
tions came into the discussion of the way to turn this loose. 


J. APPEAL TO ASSISTANT SECRETARY OF DEFENSE 


General Meloy testified that if the Secretary of the Army or the 
Chief of Staff wanted to appeal changes requested by the Defense 
Department in a prepared speech, he would appeal to the Assistant 
Secretary of Defense for Public Affairs (hearings, p. 2410): 


Mr. Mircuetyi. The chairman asked you a question a 
little while ago, if there were changes made and the Secretary 
of the Army or the Chief of Staff, General Taylor, wanted 
to appeal any recommended changes or suggestions and so 
forth, to whom would he appeal? 

General Mrtoy. The normal channels. Secretary Snyder 
might be one. Perhaps that would be as far as he chose to 
go with it and it would be up to him. 


Assistant Secretary Snyder, on April 11, promised he would not im- 
pose his judgment on one of the service Secretaries “arbitrarily” and 


that they could appeal over his head to Secretary Wilson (hearings, 
p. 2230): 


Mr. Snyper. I know that I will not seek to impose my 
judgment on one of the service Secretaries arbitrarily, even 
though I have delegated to me the right to talk for the Secretary 
of Defense in this field when it comes to an important matter 
which would come to my attention. But if there ever arises 
such a situation where the Secretary of the other services 
says, “I insist this goes in,’’ I would take it to Mr. Wilson. 
Not for any other reason than to make sure that he realizes 
I am not being arbitrary, and Mr. Wilson is the final word. 


General Meloy revealed that there had been a more “intimate 
atmosphere” under Assistant Secretary Snyder in the handling of 
policy changes in speeches and articles (hearings, p. 2410): 


Mr. Moss. Has there been any change in the handling of 
these memoranda from Department of Defense to the service 
departments since Mr. Robert Tripp Ross left, of the Office 
of the Assistant Secretary for Public Information? 

General Metoy. I think in my opinion there has been an 
attempt to work in a more intimate atmosphere. For instance, 
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Secretary Snyder would call personally and discuss something, 
perhaps. 
Mr. Mircuety. With whom? 
nic General Metoy. With whoever the paper is for. 
. Mr. MircHeti. With Secretary Brucker, or General 
by? Taylor? 


Ly ‘ a =i 
: General Metoy. Yes; I think it is a closer association. 


Admiral Taylor, on July 8, confirmed that speech changes are han- 
dled by informal discussions between Snyder and the speechmaker 
which eliminate the need for written memoranda (hearings, p. 2426): 


Mr. Moss. We are not getting them back today. We 
are getting the informal discussions to clarify the questions 
before they develop into problems. Is that correct? 

Admiral Taytor. That is correct. 

Mr. Fascetyu. You mean so there will be no record in 
writing? 

Mr. Moss. I would not want to make any implication at 

the the moment. I wouldn’t challenge the fact, however, that 
mae that is a byproduct of this new method of handling it. 


bant Mr. Snyder, on April 11, 1957, claimed that he was not a “‘censor”’ 
(hearings, p. 2228). 


Mr. Snyper. You didn’t permit me to finish my sentence, 

Mr. Chairman. I know you didn’t realize it, but you raise 
the question, of do I censor anything for policy. Neither 
I, nor the office of Security Review, Mr. Allen or anyone 
in our office are censors of anyone. If we are asked to read a 
speech, a document or a report, we read it in its entirety. 
The word “censor’’ would imply that we take a pencil and 
say to anyone, “You can’t say this.” 

. im. ‘We don’t. 

and Mr. Moss. Let’s say “modify.” yt 

ings, Mr. Snyper. We don’t touch it, Mr. Chairman. 


Later, in the same statement, Snyder reiterated his denial of censor- 
ship and stated that so far—after less than 3 weeks in his new posi- 
tion—there had been “no conflicts.” He said if there were, the 
service Secretary could appeal over his head to Secretary Wilson 
(hearings, p. 2228): 


: Mr. Snyper. We don’t censor and we don’t tell anybody 

) who makes a speech what they should or should not say. 

} Of course, there have been no conflicts, although I have 

looked at a number of these things. But if there ever is, the 
Secretary involved, if he says: “I feel I have a duty to say 

— this,”’ I’ll tell him he can always appeal over my head to the 

a of Secretary of Defense. And if he is not available, the Deputy 

- Secretary who carries the same authority. [Italic added.] 


f In November 1957, after 8 months in office, Mr. Snyder was 
questioned further about his review operations. Mr. Snyder insisted 
that the originator of a speech or article would, “in all normal cases,”’ 
know the reason for the Defense Department deletions in his material 
(hearings, p. 3143): 


, Mr. Fascrenu. Does the reviewing section identify the 
review action taken? 
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Mr. Snyder insisted that the Defense Department makes no 
and does not even ‘edit’? speeches for policy reasons. 
He apparently based his claim on the technicality that the originator 
based on notes or telephone calls from 


‘deletion 


makes the deletions himself 
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Secretary Snyper. It does. 

Mr. Fascetu. In other words, by a certain paragraph, 
phrase, sentence, or word it would say, ‘‘Security deleted,”’ 
or it would say, “Policy deleted’’? 

Would the originator of the speech know the reason why 
deletions are made? 

Secretary SnypER. J am positive the originator of the speech 
would in all normal cases. I have seen no instances of a speech 
reviewed by our Office of Security Review where there would 
be any question about that since my arrival on the scene. 

Mr. Fascexy. Will you agree that the originator of the 
document certainly ought to know why the material is 
deleted? 

Secretary Snyper. Yes. [Italic added.] 


Mr. Snyder’s office (hearings, p. 3144): 


Mr. Fasceuyu. Does the receiving military section of the 
Office of Security Review make the deletions on policy? 

Secretary Snyper. No, sir. 

Mr. Fasce.u. So then the speech or the release has to go 
through two sections in your office? 

Secretary SnypER. There are no deletions made by the 
Department of Defense, at least in my office. Deletions may be 
made on the text within the originating department for policy 
reasons, but there are no deletions made by the Office of 
Security Review or anyone else in the Office of Public Affairs 
for conflict with established policy. 

Mr. Fasceuu. In other words, determination of conflict 
with policy is left up to each individual service? 

Secretary SnypER. No; I didn’t mean that; if that was the 
impression I gave. 

Mr. Fascetu. That is what I understood. 

Secretary SnypER. What I mean is we don’t edit speeches for 
policy. 

Mr. Fascetit. How is the determination made as to 
whether or not a release or a speech or some other document 
complies with established policy? 

Secretary Snyper. In the process of reading it, the security 
review people occasionally will encounter such conflicts. In 
that event they bring the speech in to me or to Mr. Robbins, 
my deputy—that is, if it is one of major consequence. 

Or if in the course of checking the speech with the State 
Department or some other department where there is a 
conflict with policy, with fact, with history or something 
else, these conflicts are made known normally in a note that 
might be attached to the text: or perhaps in a telephone conver- 
sation with the prospective speaker. 

Mr. Fascexu. Mr. Snyder, please don’t misunderstand me. 
[ am not trying to be derogatory. It would appear to me— 
at least I have the impression—this is a rather haphazard 
proposition. [Italic added.] 
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Mr. Snyder made it clear that the reviewing officer in the military 
section of OSR has a responsibility not only for military security but 
also for ‘conflicts of policy”? which he brings to the attention of Mr. 
Snyder or his deputy (hearings, p. 3145): 


Mr. Fascetu. Is the reviewing officer in the military 
section doing this as part of his “duties, or is it a primary 
responsibility by directive? 

Secretary Snyper. It is a primary responsibility—his 
responsibilities are spelled out—to review for security viola- 
tion and conflict for policy. 

Mr. Fasceuu. So he does have the primary responsibility? 

Secretary Snyper. He has a very precise responsibility. 
That is correct. 

Mr. Fasceti. When these conflicts are determined, does 
the actual reviewing officer bring it in directly, or does he go 
through his director, the chief of his section or the director 
of his department? 

Secretary Snyper. It happens both ways. But I always 
prefer to have the officer who actually read the speech and 
who found fault with it bring it in, rather than have someone 
else act as a messenge .r—unless both of them concurred in it. 


[Italic added.] 


Mr. Snyder testified that the reviewing officer uses “budget docu- 

. > > 
ments,’ messages and press statements of the President and “records 
of all other departments”’ to check for policy (hearings, p. 3145): 


Mr. Fasce.u. One other question now. Does this review 
officer have anything which tells him what is established policy? 

Secretary Snyper. He has many things. He has the 
budget documents; he has the messages of ‘the President; he 
has the President’s public and. press statements; he has 
available the records of all the other departments; he has 
continuous contact with the Department of State. These 
are the principal guidances he needs. [Italic added.] 


K. CANCELLATION OF “CONSTRUCTIVE CONTRIBUTION”’ 


During the hearings of March 1957, members of the Coolidge Com- 
mittee agreed that the “constructive contribution’’ requirement for 
the clearance of Defense Department information in directive 5230.9 
should be rewritten (hearings, p. 2122): 

Mr. Mrrcuety. Well then, Mr. Coolidge, you would prefer 
to see DOD Directive 5230.9, rewritten to conform to the 
views expressed—and I think it was unanimous—yesterday? 

Mr. Coouripves. I think that provision dealing with construc- 
tive contribution should be rewritten; yes. [Italic added.] 

Under questioning in April, Mr. Dechert also agreed that the re- 
quirement should be rewritten (hearings, p. 2258): 

Mr. Decuert. Yes, sir. J believe it would be in the best 
interest of a general understanding and elimination of friction 
for that clause to be rewritten so that it might be couched in the 
language which better expresses the policy which is actually being 
administered. [Italic added.]} 

27027—58——_-5 
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On August 17, 1957, Secretary Wilson signed a new directive cover- 
ing “Clearance of Department of Defense Public Information.” The 
directive, No. 5230.9, canceled the old directive of the same number 
which had included the “constructive contribution” requirement. 
Under the new directive, release is prohibited, however, for any mate- 
rial which conflicts with “established policies or programs of the 
Department of Defense, or those of the National Government”’ 
(hearings, p. 3236): 


“Material originating with the Department of Defense shall 
not be cleared for public release until ut is reviewed for violations 
of security and for conflict with established policies or programs 
of the Department of Defense, or those of the National Govern- 
ment, since such material may have national or international 
significance. Nothing in this directive shall be deemed to 
authorize the refusal to clear material, otherwise releasable, 
because its release might tend to reveal administrative error 
or inefficiency.” Italic added.] 
Mr. Snyder testified in November 1957 that the objectives of the 
new directive were the same as the old one. He insisted that ‘“‘the 
intent has always been good” (hearings, pp. 3131-3132): 


Secretary Snyper. The objectives of the Department are the 

same—that is: 
“to review for violations of security and for conflict with 
established policies or programs of the Department of De- 
fense, or those of the National Government, since such ma- 
terial may have national or international significance.”’ 

Mr. Fascruu. I know; but how does that get around the pos- 
sibility that it may be a policy only to say everything is good? 

Secretary Snyper. Mr. Fascell, we put out a lot of informa- 
tion that doesn’t reflect well on us. 

Mr. Fasce.u. I am not saying that you don’t. 

Secretary Snypur. If we had a policy of putting out only 
that which was good, I think that the news profession, the 
many scores of newsmen who cover the Pentagon, either 
regularly from day to day or just intermittently, would rise 
up in wrath and we could never make it hold. That was an 
interpretation erroneously placed on some language. The 
language I think we all agree, Mr. Dechert among us, was 
not too well chosen. The “objectiv e of maintaining responsi- 
bility, and assuring responsibility in what is said and pre- 
serving the best elements of teamwork in our operation, is 
still good. 

Mr. Fasce.i. To highlight the point, Mr. Snyder, we can 
change the directives but we can’t change the intent of the 
operator. 

Secretary Snyper. The intent has always been good. [Italic 
added.] 


L. NAVY FROGMEN 


In March 1955, the Navy public information office reviewed for 
security purposes a Collier’s magazine article on frogmen. The Navy 
objected to a phrase indicating frogmen had been used to clear har- 
bor approaches during the recent evacuation of Chinese Nationalists 
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from the Tachen Islands (hearings, pp. 2419 and 2420). The Navy 
sought to delete the information despite the fact that newspapers, on 
February 8, 1955, had carried extensive on-the-scene reports of the 
frogmen operations in the Tachen Island evacuation (hearings, pp. 
2529 and 2530). 

The Navy action came at the time the “constructive contribution” 
directive of March 29, 1955, was being prepared in the Pentagon. 
The Collier’s article was checked, personally, by the then Secretary 
of the Navy, Charles 5. Thomas, who had asked the Navy public 
information office to refer to him all articles in preparation for national 
publications (hearings, p. 2420). 


M. B-58 PHOTOGRAPHS: CLASSIFYING THE UNCLASSIFIABLE 


The B-58 Hustler was first taken out of its hangar at Convair’s 
Fort Worth, Tex., facility on September 1, 1956. It was exposed to 
public view during its initial taxi test on October 29, 1956. It made 
its first flight, in full view of the public, on November 11, 1956 (hear- 
ings, p. 2459). 

Brig. Gen. A. J. Kinney, former Director, Office of Information 
Services, Department of the Air Force, and other Air Force witnesses 
told how their efforts to release photographs of the plane and to arrange 
a press tour were blocked by Mr. Donald B. McCammond, then an 
assistant in Assistant Secretary Ross’ office. 

On the plane’s first flight, on November 11, photographers outside of 
the airport made clear, detailed photographs of the plane taking off, 
flying directly overhead and landing. (See photographs, hearings, 
pp. 2471 and 2473). 

The Department of Defense, however, did not approve the release 
of unretouched Air Force pictures of the plane until December 26, 
1956—some 6 weeks after it was publicly photographed on its first 
flight (hearings, p. 2470). 


N. CLEARANCE OF GARDNER’S FALCON SPEECH 


On March 15, 1955, Mr. Trevor Gardner, then Assistant Secretary 
of the Air Force for Research and Development, made a speech before 
the graduating class of the Air Force Institute of Technology, Dayton, 
Ohio. Mr. Gardner testified that subsequently, through Secretary 
of Defense Wilson and Secretary of the Air Force Talbott, he received 
a complaint from the President that he had ‘violated security” 
(hearings, p. 3075): 


Mr. Moss. I believe on your last appearance you testified 
concerning a speech you made on the Falcon missile in 
March 1955. (See hearings, pt. 5, p. 1054.) The speech 
was given to the graduating class of the Air Technical 
Institute at Dayton, Ohio. 

You stated that you received permission to make the 
speech from former Secretary Harold Talbott, that the 
speech was cleared with several deletions by the Office of the 
Secretary of Defense, and that further changes were sug- 
gested and teletyped from Dayton to the Office of Security 
Review before youzactually gave the speech. 
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Assistant Secretary Snyder, at a hearing on November 19, 1957, 
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Despite all these precautions you testified the speech 
created “‘a bit of a stir.” Could you give us the details of 
that ‘bit of a stir’? as you characterized it, especially as to 
what you were told by your superiors in the Government? 

Mr. Garpner. The bit of a stir that you referred to was 
the statement by my superior, Secretary Talbott, which in 
turn he had gotten from his superior, Secretary W ilson, who 
stated he in turn had gotten it from his superior, President 
Eisenhower, that I had violated security in making the 
speech. Since I considered this a very serious charge, in 
spite of the informal way in which it came to me, I reex- 
amined my own records, and recalled that I had delayed mak- 
ing the speech in Dayton until we had each addition ap- 
proved by the Office of the Secretary of Defense, and also 
that even though it was extremely dull for the audience, I 
read every word that was in the speech and added no addi- 
tional words so that I was satisfied that we had complied with 
every rule of sec urity that then existed. Apparently the 
President felt that nothing should be released to the public 
concerning guided missiles and felt that my speech, which 
after approval still covered literally all of the missiles in the 
Air Force, was a breach of security even though it had been 
approved by the Office of the Secretary of Defense. 

One allegation had been made that I made changes that were 
not approved, and this was proven to be inaccurate. As a 
matter of fact, I carried the security review stamp around 
with me in my pocket for some time because I needed to 
refer to it frequently. 


voluntarily took issue with Mr. Gardner (hearings, p. 3147): 


Mr. Snyper. * * * Mr. Hoffman, you have mentioned 
Mr. Gardner. May I be permitted for the purposes of the 
record to advise you that on returning to the Pentagon 
I chee ked on one statement he made which reflected on the 
President’s judgment of what should be and what should not 
be kept secret in the military field. 

He discussed a speech he made in Dayton. I checked 
and found—I believe he is referring to his speech of March 
15, 1955, in Dayton. He referred to only one. 

This particular speech was cleared in its original form. He 
made a number of changes on the train en route to Dayton. 
He teletyped these changes to the Office of Security Review. 
Then he got on the platform to speak. He had not received 
final clearance of the speech, and the principal news of his 
speech was his revelation or his naming for the first time the 
“aleon air-to-air missile. This had been a security matter. 

The significance of the air-to-air missile at that time in our 
military arsenal was that we were thinking then and we were 
talking then in terms of air strength and our’ability’to repel 
air invasion. This was a new missile. Subsequent to his 
talk, the details were made public. 

I just wanted that brought to your attention because the 
President’s attitude has always been—I think Mr. Gardner 
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himself made the point—that there is a vast problem in deter- 
mining when information on a missile gives the potential 
enemy some advantage. 

Mr. Horrman. It 1s your assumption that Mr. Gardner 
was talking about a speech that had been handed to him, an 
advance copy, which was not the speech which he delivered? 
Or the speech in its final form? Is that it? 

Secretary SnypER. He probably did not recall accurately 
the manner in which the clearance of his speech was handled. 
The Faleon material was not in his original text which had 
been cleared. It was classified material. He chose to make 
it public. 

That was his decision. It had not been a decision of the 
Department of Defense. [Italic added.] 


Mr. Gardner was never told what it was he said that allegedly 
violated security (exhibit XIV-E). Nor did Mr. Snyder specify what 
facts allegedly were breaches. He merely stated: “The Falcon mate- 
rial was not in his original text which had been cleared.” Inspection 
by the subcommittee staff of the original speech text, in the Office of 
Security Review files, revealed that material about the Falcon was, 
in fact, in the original text. Furthermore, material about the Falcon 
missile was included in a Defense Department press release, cleared 
by the Department for security on March 14 and issued that same 
day on a “hold-for-release” basis. It was to be released at 11 a. m., 
eastern standard time, on March 15, the day Mr. Gardner was sched- 
uled to make the speech (exhibit XIV-F), 

In addition, the Department of Defense issued four still photo- 
graphs on March 14, oe security clearance, on the same basis of 

“hold-for-release”’ at 11 a. m., eastern stand: ard time, March 15. The 
photographs showed close a 53 ‘tails of the Falcon and men carrying 
and standing by the Falcon, thus portraying the rocket’s size and 
weight. They also showed the Falcon streaking through the sky at 
an aircraft and a closeup of the Falcon striking and destroying an air- 
craft in flight. (See exhibit XIV-G, p. 265.) 

The Department of Defense also approved release, at the same time 
and on the same basis, of motion pictures of the Falcon. Still further, 
on March 14—a day before the Gardner speech—the Department of 
Defense approved, after security clearance, a press release about the 
Falcon prepared by the Hughes Aircraft Co. , On the same release basis. 

Although Mr. Snyder, Mr. Gardner, an 1d Colonel Ballwe g stated that 
the original text of Mr. Gardner’s speech had been cleared, an inspec- 
tion by the subcommittee staff of OSR files shows no record of such 
clearance. The OSR records, which include separate files on the 
Gardner speech, the Falcon press release, the Hughes press release, 
and the Falcon itself, fail to include the usual index card recording 
the receipt of the original Gardner text, although a copy of that text 
was in one of the files. Furthermore, Mr. Gardner’s speech was 
quoted in the press release approved for security and issued a day 
before the speech was delivered. (See exhibit XIV-F, p. 264.) 

Mr. Joseph Edgerton, Director of the Office of Secunty Review, 
informed the staff in reply to questions that he did not know what 
facts were allegedly a breach of security in Gardner’s final speech. 
Mr. Edgerton said there is no record of, nor does he recall, any inquiry 
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from the White House, the Secretary of Defense, or the Secretary of 
the Air Force as to w hether Mr. Gardner had breached see urity, al- 
though the Office of Security Review would be the source to ascertain 
such information. 


VII. Dirrerences BETWEEN THE SERVICES 
A. THE NEED TO AIR DIFFERENCES 


The Coolidge Committee, created by Secretary Wilson to plug 
“leaks” stemming from interservice rivalries, recommended: 


Improve procedures for releasing information as to the 
existence and general nature of differences of opinion between 
the several services to permit authorized representatives to 
express service views without disparaging their sister services, 
and without, of course, disclosing information which is classi- 
fied for reasons other than differences in military concept 
between the services. [Italic added.] 


The Coolidge Committee said in its report that airing of service 
differences would reduce the pressure for “leaks.”” The report stated 
further (hearings, p. 2139): 


There is no doubt that the existence of the differences of 
opinion between the services, and their general nature, is 
widely known. Any attempt to cover up their existence and 
general nature not only creates great pressure to “leak’’ but 
creates an undesirable and inaccurate impression in the public 
mind that the Secretary of Defense is trying to cover up grave 
issues which he cannot solve. That tends to shake the confidence 
of the public in our whole defense setup. [Italic aor 


During the subcommittee’s hearing of March 11 and 12, 1957, Mr. 
Coolidge testified that the services “should be allowed to alae 
their opinions prior to a decision by the Secretary of Defense (hearings, 
p. 2057): 


Mr. Coouipae. I would say there should be no objection to 
the chiefs of the several services advancing their points of view 
prior to the decision of it in a way that didn’t disclose classified 
details of weapons and missions. [Italic added.] 


Admiral Fechteler, a former Chief of Naval Operations and a former 
member of the Joint Chiefs of Staff, said that military chiefs should 
not be subjected to prior censorship when they want to speak about 
service differences. Congressman Moss asked the Admiral for his 
views (hearings, p. 2066): 


Admiral Frecure er. I would say that any Chief of serv- 
ice, be it a Chief of Staff, the Army, Navy, Air Force, or 
Chief of Naval Operations, is at perfect liberty to say with 
propriety what he thinks should be said, and ¢f he is out of 
order, then you get another one. 

Mr. Moss. You would leave it to the individual? 

Admiral Frcurrever. But I would not subject him to prior 
censorship, or what have you. But certainly it does not make 
any difference what your position is, and this is a little bit 
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of more aggravated in a military organization, but, if you can- 
al- not a along with your superior, you have got to expect to 
‘in get fired. I think it is just as simple as that. [Italic added.] 


Admiral Fechteler later testified that service Secretaries and service 
chiefs should not be required to submit anything for clearance with 
the Defense Department (hearings, p. 2126): 


Admiral Frecutever. My personal view about this matter 
is that no Secretary of a service, or a Chief of Staff of the serv- 
jug ice, should be required to send anything down for clearance. 
He ought to let him say whatever he wants to, subject to 
whatever the general guidance is. If he got too far off the 
ball team, then you get another one. 
Mr. Moss. Now, I find myself in agreement. 


General Thomas, former Deputy Marine Corps Commandant, 
recommended that service chiefs be given an opportunity to ‘talk 
longer, get it out of their systems”’ (hearings, p. 2068): 


Mr. Moss. The recommendation is to improve procedures 
rice for releasing information as to the existence and general 
ted nature of differences of opinions. 

Admiral Fechteler gave us a very specific recommendation 
as to how this could be accomplished. I was wondering if 
you had any idea as to a specific recommendation for imple- 
menting this. 

General THomas. No. Except to let them talk longer; get 
it out of their systems. 

Mr. Moss. Before the decision had become final? 

General Tuomas. Those decisions, as I mentioned, are a 
long time being arrived at. [Italic added.] 


Mr General Edwards, former Deputy Air Force Chief of Staff, testified 
ine that the Secretary of Defense should authorize the service chiefs and 
gs service secretaries to make public their views, and when the Secretary 


of Defense makes a decision, he should hold a press conference to 
announce his decision and to state the various service views affected 
by his decision (hearings, p. 2069): 


General Epwarps. * * * As a definite solution to this 
problem, I do not think there is any exact one, but I do think 
the Secretary of Defense should give the chiefs of the services, 


‘mer the Secretaries and the Chiefs of Staffs, who are the respon- 
ould sible officials of their departments, the authority in speeches 
bout and in articles to present their service views. After they have 
' his been presented, I think then the Secretary of Defense makes 


the decision, and he might even have a press conference and 
say here is the Army view, here is the Air Force view, here is the 
Navy view, here is my decision, and that is the way it is going 
to be done. That ends it. 

Mr. Moss. I agree fully with your recommendation. I 
think it is the commonsense way of meeting the problem. 

General Epwarps. These Chiefs and Secretaries, when 
they get up to this level, are different from the chaps of lower 
rank, the heutenants, captains, and so on, down in the lower 
level of the services. They are supposed to be men of mature 
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judgment, and who have the best interests of the country at heart. 
If they cannot speak their opinions, well, then, they ought to 
get somebody else, since they are not filling their job. [Italic 
added.] 


Mr. Coolidge, Admiral Fechteler, General Thomas, and members 
of the subcommittee concurred in General Edwards’ proposal (hearings, 
pp. 2069-2070): 

Mr. Moss. Let’s find out if the rest of the Coolidge 
Committee concurs in the statement of General Edwards. 
Mr. Coolidge? 

Mr. Cootipen. My own view, as I indicated a little 
earlier, was that I thought that, subject to ordinary security 
requirements, the authorized representatives, which certainly 
means the Chiefs and the service Secretaries, should be 
permitted to advocate their service concepts without running 
down the others, and I cited the example of advertising 
campaigns in the commercial field. J had not specifically 
thought of the Secretary of Defense holding a press conference 
and giving the various views of the services, and then saying 
what the decision was, but as I think of it, it seems to me to have 
merit. 

Mr. Moss. Admiral Fechteler? 

Admiral Frecuteier. J think General Edwards gave essen- 
tially my views in different words. 

Mr. Moss. General Thomas. 

General Tuomas. Yes. 

Mr. Moss. Thank you, gentlemen. 

Mr. Horrman. I wonder if we could poll the subcommittee 
on that one? 

Mr. Moss. At a later date we would be very pleased to. 

Mr. Horrman. Well, without further consideration or 
testimony, I will go along with you. 

Mr. Fascetyt. Me, too. 

Mr. Moss. There seems to be unanimity on that one. 
(Italic added.] 


B. AIRING DIFFERENCES PRIOR TO A DECISION 


Mr. Coolidge testified that once the Secretary of Defense makes a 
decision on an issue, objections from the services should be confined to 
the Pentagon and not made public (hearings, p. 2048): 


Mr. Coouiper. I would say when a decision had been 
made, it is up to commanding officers to carry out that deci- 
sion, even though, as we said this morning, he could say 
within the Pentagon, ‘I don’t like it. I am carrying it out, 
but I don’t like it.” But he shouldn’t say that outside of the 
Pentagon. 

He should loyally carry out the decision that is made, 
confining any objections he has to it to within the Pentagon, 
and not taking it to the country at large through the press. 
[Italics added.] 


Congressman Moss pointed out to Mr. Coolidge that information 
about service differences prior to a decision by the Secretary of Defense 
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has been ‘‘classified one way or another” and withheld from the public 
and from Congress, often on grounds that so-called “internal working 
papers” are involved (hearings, p. 2057): 


Mr. Moss. * * * You are going to classify this under 
either Executive Order 10501 or through a more careful 
delineation of classifications under the official use only, the 
5200.6 directive. All of these are internal working papers; at 
least, we find that that is the excuse used whenever this com- 
mittee seeks advice from the Department. We are faced with 
the charge that these are internal working papers and they 
can’t give them to a committee of Congress. 

They are all classified one way or the other while these discus- 
sions are going on. [Italic added.] 


Mr. Moss cited the “‘leaks’”’ of Admiral Burke’s memorandum about 
an Air Force-Army disagreement and a Joint Chiefs of Staff memo- 
randum about a cut in military manpower. Both involved service 
differences, and both were “leaks” which led to formation of the 
Coolidge Committee (see “Leaks,” p. 24). Mr. Moss, in this 
context, asked Mr. Coolidge (hearings, p. 2057): 


Mr. Moss. At what point in these disagreements before final 
policy is fixed in the Department can discussion take place, 
publicly? 

Mr. Coouipae. J would think it could take place at any time 
before the decision is made. 


Mr. Moss referred to the interservice fights over the guided-missile 
program and observed (hearings, p. 2057): 


There seemed to be considerable effort made to keep that 
discussion out of the public print and keep it away from 
public attention. 


Mr. Moss referred to other famous cases of interservice rivalry and 
asked Mr. Coolidge how much public discussion can be safely allowed 
on such matters (hearings, p. 2058): 


Mr. Moss. We had, as I recall, under the Truman admin- 
istration the so-called revolt of the admirals. We had early 
in the Eisenhower administration the sharp disagreement o 
the Air Force as demonstrated by the testimony of General 
Vandenburg. And I’m interested in how much discussion 
we can safely have as to differences of opinion in the services. 
I might ask, after your response to this, that the other mem- 
bers of your committee express their views. I think it is a 
very important question. 

Mr. Coolidge, in reply, compared service competition to ‘the sale of 
toothpaste (hearings, p. 2058): 

Mr. Coouiper. Well, if I might again revert to a simple 
analogy in business, there are ethics in the advertising busi- 
ness so that, taking my example of toothpaste again, in 
advertising your toothpaste you hold forth on its advantages 
without, however, saying that the toothpaste of a com- 
petitor is terrible and will hurt your teeth and all that kind 


of stuff. You don’trun down the merchandise of your competitor 
in your advertising campaign. 
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Mr. Moss. You merely infer that, if you don’t use the 
brand being advertised, vou will lose your teeth? 

Mr. CootipaGr. There is an inference, of course, that your 
own is the best. [Italic added.] 


Congressman Fascell objected to the analogy between the sale of 
toothpaste and the discussion of decisions affecting every man, woman, 
and child in the United States (hearing, p. 2058): 


Mr. Fascexu. If | might interrupt, this is not quite anal- 
ogous. While what you have EL Presse d might be good theory in 
salesmanship, I don’t see how this theory is at all analogous to 
policy decisions affecting 170 million Americans. 

Mr. CootrpaGr. It seems to me, if I might continue the 
analogy, even if it is imperfect, what the services ought to be 
perm itted to do asian to the making of a decision is to outline 
the merits of their particular concept, publicly in articles to 
Members of Congress, or to the press, without running down 
the anes of their sister services. 

hat is what we had in mind in saying we ought to rmprove 
the proced ure s fo rele asing such information. (Italic added. | 


C. AIRING DIFFERENCES AFTER A DECISION IS MADE 


Although Mr. Coolidge said that service differences should be pub- 
licly aired only up until the time that the Secretary of Defense makes 
a decision, other members of the Coolidge Committee did not impose 
such a limitation. Mr. Moss asked General Thomas if he favored 
discussion of disagreement after a policy is made (hearings, p. 2068): 


Mr. Moss. Would you permit any discussion of their dis- 
agreement after the i cy was made? 

Gene ral THOMA ; VW ell, if it as done in a re strained fashion. 
[Italic added. | 


Congressman Moss wanted to know whether Mr. Coolidge believed 
that divergent views should be kept from Congress, too, after a deci- 
sion is made by the Secretary of Defense. He pointed out that Con- 
gress, under the Constitution, shares cenaealie for military policy 
(hearings, p. 2058): 


Mr. Moss, We also have the divided responsibility in pro- 
viding for the defense of this Nation. It is a responsibility 
certainly which rests heavily on the shoulders of the Secre- 
tarv of Defense and the service Secretaries. I/t is also a re 

sponsibility of the Congress. After the decision has been 
made within the Department of Defense shouldn’t the men 
who share that responsibility for policy, if they disagree, be in 
a position of continuing at least to inform the Congress of their 
views as to why they disagree with the policy? [Italic added.] 


Mr. Coolidge replied that the National Security Act provides a 
“safety valve’’ by which service Secretaries and members of the Joint 
Chiefs of Staff are authorized, by statute, to express their views to 
Congress after first so informing the Secretary of Defense (hearings, p. 
POA): 


Mr. CoouipGcsr. I couldn’t quarrel with that, especially in 
view of the provision in the National Security Act which per- 





t 
. 
’ 


of 
An. 


ub- 
kes 
ose 
pred 
68): 


ved 
leci- 
‘on- 
icy 


les 
Joint 
vs to 


rs, p. 


AVAILABILITY OF INFORMATION 65 


mits the members of the Joint Chiefs of Staff to present to 
Congress what they think is proper. It is subsection b (6), 
of section 202, which says that ‘‘No provision of this act 
shall be so construed as to prevent a Secretary of a military 
department or a member of the Joint Chiefs of Staff from 
presenting to Congress, on his own initiative, after first so 
informing the Secretary of Defense, any recommendations re- 
lating to the Department of Defense that he may deem 
proper. 

So that——— 

Mr. Fasce.u. That is before and after; isn’t it? 

Mr. Coouipas. That is after, as well as before. So it 
seems to me you have a safety valve for important matters of 
policy, as far as Congress is concerned, in that section. [Italic 
added.] 


Later in the testimony, the question was raised whether the Defense 
Department’s “constructive contribution” requirement wiped out the 
effect of the National Security Act “safety valve.’ Mr. Coolidge, in 
the discussion, said that his Committee’s recommendation for ‘ ‘prompt 
and stern disciplinary action”’ against anyone who fails to accept a 
decision by the Secretary of Defense (recommendation 4 (b), hear- 
ings, p. 2141) would not apply to testimony before Congress. He 
conceded, however, that a witness before a congressional committee 
might not give his “entire opinion” (hearings, p. 2061): 


Mr. Mrircnueiu. * * * the Congress wrote that statute 
giving the three service Secretaries the right to come up 
here. The constructive contribution requirement wipes it 
out. 

Mr. Cooper. I am not questioning the right of the 
Secretaries of the services to come up here, and if they do 
come up here and say they think that any particular action 
the Secretary of Defense proposes to take or has taken, is 
very harmful and should not be permitted. J would say 
they would not be violating 4 (b), because action under 4 
cannot abrogate a statutory right conferred on those high 
officers. 

Mr. Mircne tu. But as a practical matter, sir, when they 
do come up here, they have already advised the Secretary of 
Defense. He then gives his opinion as to what they might say, 
or otherwise. They don’t tell Congress the whole truth. 

Mr. Horrman. Oh, oh. I don’t like to have that go on the 
record. 

Mr. Mircueti. Excuse me. There is a possibility that the 
Congress, in delving into it, might not get the true story—the 
full and complete story. For example, General Ridgway 
resigned from the Army, wrote a memorandum and got it 
declassified. Then a series of magazine articles came out 
based on that. 

General Ridgway didn’t speak of that before the com- 
mittees of Congress beforehand. 

Mr. CoouinGe. I suppose there is always a possibility that 
witnesses that the Congress has before it, or the committees of 
Congress have before them, don’t give their entire opinion, but 
certainly I think the Congress is entitled to their opinion. 
[Italic added.] 
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Admiral Fechteler said military officers should express their views 
freely to Congress regardless of a conflict with ‘“‘policy” (hearings, p. 
2117): 


Admiral Fecutreter. When I said if I had a subordinate 
who talked out of turn, I would fire him, ‘TI should have also said 
that that would not apply to his answers before a committee of 
the Congress. 

The Congress has its responsibilities set forth in the Con- 
stitution, and I myself have been in the position where, some 8 
or 9 years ago, I was supporting a bill, a military pay bill, and 
with respect to a particular aspect of the thing, J was asked 
if that was my view, as well as the view of the Navy. 

I said it certainly was not because I considered it my duty 
to be perfectly honest and frank with the committee of the Con- 
gress because of the responsibilities of the Congress. 

I would expect any subordinate of mine, who is haled before 
a committee, to respond in exactly the same way. [Italic added.] 


In his Defense Department reorganization bill presented this year 
to the second session of the 85th Congress, the President requested 
repeal of the “safety valve” section of the National Security Act. At 
the time of preparation of this report, the House Armed Services 
Committee had rejected the President’s proposal to repeal that section 
which is intended to permit military leaders to speak freely to the 
Congress. 

D. CENSORSHIP OF SERVICE DIFFERENCES 


Service Secretaries and service chiefs are subjected to the same 
Defense Department censorship for “policy”? and security as any 
other emir of the Defense Establishment. Difficulties en- 
countered by service Secretaries and service chiefs are discussed under 
Defense Department Censorship (p. 46 ff). Gen. John E. Hull, a 
member of the Coolidge Committee, informed Congressman Moss that 
he believed heads of the services were apparently reluctant to hold 
press conferences because they believed that Secretary Wilson “pre- 
fers to have disagreements among the three military services settled 
within the Pentagon and not aired publicly” (p. 2523). General Hull 
said one service head informed the Coolidge Taeuiee that he 
believed that a “press conference could not be held by the Secretary 
or Chief of Staff of a service without prior approval in each case by the 
Secretary of Defense on the subject matter to be covered.”’ 

The difficulties faced by a service chief who disagrees with the 
policy set by the Secretary of Defense were publicly illustrated by 
the experiences of Gen. Matthew B. Ridgway. General Ridgway, 
upon his retirement as Army Chief of Staff, wrote an unclassified 
letter on June 27, 1955, to Secret ary Wilson critical of Defense De- 
partment policies. After receiving the letter, Mr. Wilson had it 
classified ‘“‘Confidential’”’ because he felt it should not be made public 
at that time. During the Coolidge Committee hearings, Congress- 
man Fascell wanted to know whether the Secretary of Defense could 
impose secrecy labels on such unclassified material from one of the 
military services (hearings, p. 2059): 

Mr. Fascretu. If some information is declassified within 
the Department of the Army, does the Secretary of Defense 
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Ws 
p. | have the right to reclassify ut despite the fact that it was unclassi- 
fied by the Secretary of the Army? 

Mr. NigDERLEHNER (Deputy General Counsel, Depart- 
ment of Defense). He would have that right, but he wouldn't 
exercise it quite that way. He would suggest to the Secretary of 
the Army that it be classified. [Ltalic added.] 

General Ridgway’s successor as Chief of Staff, Gen. Maxwell D. 
Taylor, encountered the same Defense Department censorship. (See 
Defense Department Censorship, p. 48.) In 1956, Congressman 
James T. Patterson, of Connecticut, a member of the House Armed 
Services Committee, requested unclassified information about the 
Army’s guided-missile program. At this time, there was disagree- 
ment over what roles the Army and Air Force should have in the 
missiles field. Congressman Patterson, in a letter to General Taylor 
on March 29, complained that he had received “very meager assist- 
ance from the Pentagon.’”’ He complained that his request for Army 
vile information had been referred to Secretary Wilson’s office which, in 
stead turn, referred him to the Secretary of the Air Force. 
At | Congressman Patterson explained to General Taylor: 
‘ices No one should expect a Member of Congress to become 
tion an expert on the scientific aspects and tactical uses of these 
the weapons. However, ultimate responsibility for approving 
appropriations and in settling jurisdictional questions be- 
tween the armed services devolves upon Congress. There- 
fore, a Member of Congress must acquire as much knowledge 
ame as possible in order to intelligently perform his legislative 
any functions. 
aha General Taylor, in a reply on April 4, stated, in part: 
ll, a I ain, of course, sorry that the Army was unable to pro- 
that vide your office with ail the data you requested to support 
hold your arguments. In view of the stringent security require- 
‘pre- ments surrounding guided missile activities and the fact 
ttled that certain of the material requested embraced the roles of 
Hull and responsibilities of all three services, we had no choice but 
t he to refer you to the Department of Defense. I hope that you 
atary will understand our predicament, [Italic added.] 
y the Congressman Patterson’s futile efforts to obtain unclassified infor- 
mation about the Army’s guided missile program occurred some 8 
. the months before Secretary Wilson made his controversial decision about 
d by roles and missions of the various services in the missiles field. 
rwWay, 
7“ E. SECRETARY WILSON’S ATTITUDE 
ad it | Secretary Wilson took no action on the Coolidge Committee recom- 
public mendation to improve procedures for airing service differences, 
oT ess- although the recommendation struck at the very heart of the “leaks” 
could which Mr. Wilson wanted to stop. 
of the Mr. Wilson, explained his views in part II of the Coolidge Com- 
mittee Implementation Report (hearings, p. 3262): 
n I agree with the Committee’s conclusion that “‘it is futile 
e and harmful to try and hide the existence and general nature 


of service differences.”” They are a fact of life. 
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Service rivalry is a natural manifestation of a vigorous 
defense organization; but when—whether in an excess of 
zeal or out of carelessness—a member of one service dis- 
parages a sister service or reveals information of a security 
nature, it impairs our defense effort. As never before in 
our history, our survival depends on service teamwork. 


Mr. Wilson claimed that the Defense Department places ‘‘only two 
restrictions upon its military and civilian personnel with regard to 
public discussion of its plans and operations,’”’ namely: 


(1) They must not reveal military information or non- 
military information which is protected in the public’s 
< v pursuant to constitutional and statutory authorities. 

They must acquit themselves with the same propriety 
tet ted of employees of any organization, public or private. 
Once policy has been decided upon, Defense personnel are 
expected to carry it out loyally. 


Mr. Wilson, in his statement, cited international and technological 
problems, pointed out that the United States Government is a gov- 
ernment of checks and balances, and stated that final decisions never 
satisfy everybody concerned. 


Mr. Wilson said: 


The final decisions will not always completely satisfy 
everybody concerned. In an organization composed of people 
working for a common purpose, these decisions should be 
accepted in the knowledge that they were reached after full 
consideration of all points of view and a realization that 
the decisions can be reconsidered at any time if new facts are 
discovered which bear upon the problems. 


Mr. Wilson’s statement reflects the attitude that policy differences 
should be es within the Pentagon. He made no mention, for 
instance, of the public’s right and need to know about differing views 
on policies Whie | will determine the fate of the Nation. 


Mr. Wilson concluded: 


| believe that ample opportunity exists for the services to 
express their opinions. Accordingly, I see no need for 
additional procedures in this matter. 


F. M’ ELROY POLIC) 


The question of aries differences of opinion came to a head most 
eee) in regard to President Eisenhower's plan to reorganize the 

Military Establis hanvenit: in a reply to a subcommittee inquiry, 
Assistant Secretary Snyder said that Secretary McElroy’s policy was 
set forth in a statement which he had made at the National Press Club 
on April 10, 1958. Tn that statement, Mr. McElroy said (exhibit XV- 
A): 


I can see no excuse for military or civilian members of the 
Defense organization undertaking to make public speeches 
in their official capacities in opposition to the program of 
their Commander in Chief to strengthen the Nation’s 
defenses. 

On the other hand, officials of the Department are required, 
when testifying before Congress, to give their personal 
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judgments and opinions when asked for them. Certainly ] 
would expect each Department witness to answer such 
questions frankly and fully in the light of his professional 
knowledge and experience and with consideration of his 
position as a member of the defense organization which is 
commanded by the President. 

I would think if a man of integrity and conscience felt 
so strongly opposed to the basic policies and programs of his 
organization that he could not effectively discharge his 
responsibilities, he would so advise his superiors. I know 
this is what I would do. 


At the time of the preparation of this report, the effects of Mr. 
McElroy’s policy on the availability of information both to the public 
and the Congress still was under investigation. 


VIII. Missine AND SaTeLLire INFORMATION 
A. BARLY POLICY OF SECRECY 


Mr. Trevor Gardner, who was Assistant Secretary of the Air Force 
for Research and Development in 1955, testified that at that time 
President Eisenhower apparently ‘‘felt that nothing should be released 
to the public concerning guided missiles”’ (hearings, pp. 3075-3076): 


Mr. Moss. I believe on your last appearance you testified 
concerning a speech you made on the Falcon missile in March 
1955. (See hearings, pt. 5, p. 1054.) The speech was given 
to the graduating class a the Air Technical Institute at 
Dayton, Ohio. 

You stated that you received permission to make the 
speech from former Secretary Harold Talbott, that the speech 
was cleared with several deletions by the Office of the 
Secretary of Defense, and that further changes were suggested 
a teletyped from Dayton to the Office of Security Review 
before you actually gave the speech 

Despite all these precautions you testified the speech 
created “a bit of a stir.’’ Could you give us the details of 
that “bit of a stir’ as you ‘ponies it, especially as to 
what you were told by your superiors in the Government? 

Mr. Garpner. The bit of a stir that you referred to was 
the statement by my superior, Secretary Talbott, which 
in turn he had gotten from his superior, Secretary Wilson, 
who stated he in turn had gotten it from his superior, 
President Eisenhower, that I had violated security in making 
the speech. Since I considered this a very serious charge, 
in spite of the informal way in which it came to me, I re- 
examined my own records, and recalled that 1 had delayed 
making the speech in Dayton until we had each addition 
approved by the Office of the Secretary of Defense, and also 
that even though it was extremely dull for the audience, 
[ read every word that was in the speech and added no 
additional words so that I was satisfied that we had complied 
with every rule of security that then existed. Apparently the 
President felt that nothing should be released to the public 
concerning guided missiles and felt that my speech, which 
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after approval still covered literally all of the missiles in the 
Air Force, was a breach of security even though it had been 
approved by the Office of the Secretary of Defense. 

One allegation had been made that I made changes that 
were not approved, and this was proven to be inaccurate. 
As a matter of fact, I carried the security review stamp 
around with me in my pocket for some time because I needed 
to refer to it frequently. 

Mr. Mircuetyi. The document that was stamped? 

Mr. Garpner. The document that was stamped, yes, sir, 
correct. [Italic added.] 


(Mr. Snyder took issue with Mr. Gardner about the clearance of the 
Falcon speech. The matter is discussed in this report on p.57.) 

Mr. Gardner testified that during his period of service, the — 
was not adequately informed about missiles (hearings, p. 3077 


Mr. Moss. Do you feel that the public was + ROR 
informed during this period? 
Mr. Garvner. I do not, sir. 


Mr. Gardner explained that informing the public at that time would 
have helped to speed up missile projects and would have helped 
prepare the public for the ‘‘shock” of the 1957 Russian satellite 
(hearings, p. 3077): 


Mr. Moss. Do you feel that adequately informing the 
public would have in any way impaired the security of the 
Nation? 

Mr. GARDNER. It is very simple to apply hindsight now 
and say “No.” At the time I think informing the public 
would have speeded up many of the projects, since we not only 
would have been able to have gotten people that we badly 
needed to join in projects which we couldn’t describe or 
couldn’t name, but we would have had less difficulty ex- 
plaining unusual occurrences in communities which were 
getting surprised by loud explosions and so on. 

Mr. Moss. Do you think it might have better prepared the 
people for the launching of the Russian satellite? 

Mr. Garpner. I am not sure that anything could have 
prepared us for the shock of the launching of the Russian 
satellites, particularly Sputnik I]. But certainly this kind 
of public enlightenment over a period of time would have helped. 
[Italic added.] 


Mr. Gardner testified that during the 3 years of his service ‘almost 
every time” the press carried tein, about Air Force missiles, 


he received indirect ‘‘admonitions” from the White House to prevent 
the publication of such information (hearings, p. 3076): 


Mr. Moss. Was this the only time that the White House 
complained about the release of missile information, to your 
knowledge? 
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Mr. Garpner. During the time I was in the service, over a 
period of 3 years, I never did hear directly from the White 
House. In each case it was either Secretary Talbott, or 
Secretary Quarles, or Secretary Wilson, or all of them, stating 
that the White House had complained, and almost every 
time any reference was made in the press or in aviation trade 
journals to Air Force missiles, I recewed some kind of admoni- 
tion that this should be prevented. 

Mr. Mircuetu. Do you believe that came from the Presi- 
dent himself or from a member of the White House staff? 

Mr. Garpner. Jt was represented to me in each case as being 
from the President himself. [Italic added.] 


fr. Gardner said that as an Assistant Secretary he participated 
twice in brie fings for the President on missile information. At one 
such briefing, he said the President’s attention was called to the need 
for informing the public about missiles programs which no longer could 
be effectively kept secret (hearings, pp. 3076-3077): 


Mr. Moss. On any of these occasions did you acquaint the 
President with your views relative to the effect of excessive 
secrecy regulations and other restrictions and your conviction 
that they were blocking progress in the field of missile 
development? 

Mr. Garpner. At one of these meetings we were advised 
that such comments would not necessarily be productive. 
However, at one of these meetings the need for a new press 
policy in relation to missiles was stated, since the program was 
getting so large it was impossible to keep from informing the 
public or keeping the public from being informed through all 
the mediums that exist about missiles and their progress and 
extent of activities—particularly in the ballistic missile field. 
[Italie added. ] 


The White House attitude of excessive secrecy during this period 
was revealed in a speech by Mr. Robert Cutler on May 14, 1955. Mr. 
Cutler had served as Special Assistant for the President on National 
Security Affairs from January 21, 1953, to April 1, 1955. 

Mr. Cutler, in his speech de livered at a meeting of the Associated 
Harvard Clubs, stated that his definition of ‘ ‘security information’”’ to 
be kept secret included “deficiencies, shortfalls, and slippages in our 
national defense operations and productions, as well as successful 
developments therein.””’ Mr. Cutler explained further (see exhibit 
XI, p. 240) 

Perhaps the most potent argument against public dis- 
closure of secret projects or of shortfalls (which inevitably 
always exist) in any one aspect of our national defense is 
that such disclosure builds up a Potomac propaganda war 
to rectify that defect or overfinance that project. 

Mr. Cutler again became the President’s Special Assistant for 
National Security Affairs on January 7, 1957, and served as Vice 


Chairman, representing the President, on the Operations Coordinating 
Board (OCB). 
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B. MISSILE TEST FIRINGS 


Prior to April 1957, the Air Force was not allowed to confirm that a 
missile had been fired at the Air Force Missile Test Center, Cape 
Canaveral, Fla., even though the firing could be seen from outside the 
test center. Mr. Snyder, who left the White House as Assistant 
Presidential Press Secretary to take over as Pentagon information 
chief in March 1957, testified that he found ‘‘there was no information 
policy at Cape Canaveral.’”’ He told the subcommittee that he 
therefore authorized the confirmation of ‘something which couldn’t 
be denied” (hearings, p. 3100): 


Secretary SnypxER. This policy of putting out the news at 
our missile centers developed as the testing and development 
of the missiles progressed. But we came to a point in April of 
this year when there was no information policy at Cape Ca- 
naveral. Great attention has been directed to the fact that I 
issued a memorandum which authorized the commanding 
general at Cape Canaveral to confirm the firing of a missile. 
Prior to that he had no such authorization. 

In other words, a few weeks after getting there I was apprised 
by my information people that this was an impossible, un- 
realistic, and troublesome situation. So I took the occasion te 
at least take one step in the correct direction of authorizing a 
man to confirm something which couldn’t be denied. That was 
the first step. [Italic added.] 


Mr. Snyder’s memorandum of April 25, 1957 (hearings, p. 3191), 
authorized the commanding general of the missile test center to confirm 
that there had been a test firing—which any one who made the effort 
could see anyway. The Snyder memorandum barred the Air Force 
from identifying the missile or giving any other information unless 
there was an accident involving casualties. In that event, the com- 
manding general was permitted to make “‘a brief statement to that 
effect,’’ with details of casualties. 

When Brig. Gen. Arno H. Luehman, Director of Air Force Informa- 
tion Services, appeared before the subcommittee in July, he was asked 
about pictures of the missile tests, including identification and other 
details, published widely in news media (hearings, p. 2476). General 
Luehman described the physical impossibility of imposing the secrecy 
ordered by Mr. Snyder (hearings, p. 2477): 


General LurHMAN. When there is a firing at Cape Canavy- 
eral, everybody is busy working. You can hear it all over. 
There is a good deal of activity, working hours; lights are on 
at night. And I might add this, that even though we may 
schedule a firing for a certain day, so far it has not always 
taken place on that day because of the very complex nature 
of this operation. 

Now, these people are aware in that general area who 
live down there of unusual activity. 

Mr. Fasce yu. But it is no secret that there is about to be a 
firing sometime soon? 

General LurHMAN. That is correct. 

Mr. Fasce.yu. Obviously if any individual is persevering 
enough to get a picture of rt, he can do it. 

General Lurnman. That is right. [Italic added]. 
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General Luehman testified that it was not difficult, even for a 


ata | foreign nation, to find out when a missile was to be fired and to obtain 
‘ape | other details of the test program (hearings, p. 2478): 
. the Mr. Moss. We will agree, all of us, that we want to have 
tant security in the real sense of making us a stronger and safer 
tion Nation. 
tion But we are dealing now with a specific matter—the firing 
i he of missiles and the missile-testing center in Florida. You 
dn’t have indicated that the people living in the immediate area know, 
because of the unusual activity, generally when a test is going to 
be made? 


General LurHMAN. Yes, sir. 

Mr. Moss. Now let us assume that we are trying to pro- 
tect this Nation from others who are trying to take advantage 
of us. Jf they really wanted to learn something about our 
missiles, or what is not generally available, it would not be too 
difficult to make contacts in the area or send an observer to the 
area, would it? 

General LuruMan. No, sir; it would not. 

Mr. Moss. And if they are really interested, they probably 
will do that. 

General Luruman. J am sure they have; yes, sir. [Italic 
.dded.] 


Dr. Clifford C. Furnas, former Assistant Secretary of Defense for 


191), Research and Development, testified in November 1957 that efforts 
firm to keep secret information which cannot be kept secret, destroy the 
ffort confidence of the American people (hearings, pp. 3166-3167) : 
‘orce Mr. Moss. How much can a potential enemy deduce from 
nless the pictures taken of these firmgs or from observation near 
com- the site? 
that Dr. Furnas. Well, if one has a good motion-picture record 

of a firing and knows the distance away and the speed of the 
rma- camera—that is the frame speed, 24 frames per second or 
sked whatever it may be—he can get a good deal of information 
ther from it. It wouldn’t be exact information, but he can tell 
neral something about the size and the range of the missile and the 
recy velocity with which it rose and so forth. 

Mr. Moss. Are these details which would normally be 
classified? 


Dr. Furnas. They are usually classified for a while. 
Then they seem to rapidly become unclassified because they 
are generally known. We have the rather peculiar situation 
in which the information becomes generally known simply from 
what any good engineer can compute urth his slide rule on the 
things that are given, but we will keep the information classified. 

This is one of the things which I feel that tends to destroy the 
confidence of the American public because they do get the infor- 
mation through more or less hearsay, and I think it would just 
instill more confidence if they could get it directly and officially. 
[Italic added.] 
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Dr, Furnas testified that as a result of the secrecy policy, 
Russians knew more about American pcos firings, in some cases, 
than the American people (hearings, p. 3176): 


General Luehman testified that there were 
exper 


General Luehman explained that the 
where it could be maintained, but in cases where it could not be main- 
tained, he said the American public should be informed “just how far 


Mr. Fascexu. I believe you testified that from a photograph 
on missile firings any competent engineer could get a great deal 
of information which was not ordinarily published by our Gov- 
ernment because it was classified. 

Dr. Furnas. That is correct. 

Mr. Fasceiu. Therefore that means that any competent 
Russian engineer could get more information about our own 
missile program than the American people were given by their 
own Government. 

Dr. Furnas. J think this has been true in some cases, yes, sir. 


[Italic added.] 


rts’”’ who opposed confirming anything (hearings, p. 2477): 


General LurHMAN. Sir, I discussed this problem with 
many people, in the Air Force particularly. And there are a 
great many so-called experts in this field who will argue very 
persuasively that any information as to whether or not a 
firing took place is a breach of security in terms of giving the 
progress, the state of the art, so to speak, of the progress that 
we are making on missiles. [Italic added.] 


we have gone” (hearings, p. 2478): 


General Luehman testified that under Mr. 
order, 


General Luruman. The Air Force believes in maintain- 
ing security wherever possible. We do not believe in giving 
the enemy any information that he cannot get for Sree some other 
place; that where we have a realistic policy as pert: 1ins to 
new weapons and new equipment and advances made and 
can maintain security on them, I am going to do my best to 
help maintain that security. 

Where the state of the art develops to the place, using our 
airplanes as an analogy, where we can no longer maintain a 
reasonable degre of security, then I believe in telling the Ameri- 
can public just how far we have gone, again without overstepping 
the lines of additional security. [Its alic added.] 


the 


“a great many so-called 


Air Force favored security 


Snyder’s original secrecy 
“erroneous” information was appearing in the press about the 


missiles program and that the program had reached the point where 
more should be told to give a more accurate picture to the American 
public (hearings, p. 2479): 


General Luenman. * * * I do not want to monopolize 
your time, but I would like to address myself to that partic- 
ular aspect, because I think that we in the Air Force partic- 
ularly in our office, are concerned that erroneous impression 


is getting widespread and is gaining somewhat the aura of 
truth. 
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We feel, in our service, again speaking for the Air Force 
only, that the progress we have made, that the country has 
made in this missile development firings has reached the point 


now that maybe we ought to consider telling a little more 
about it. 


General Luehman told the subcommittee that Mr. Snyder’s missile 
secrecy order was inadequate (hearings, p. 2480): 
Mr. Moss. Then you are not satisfied with the program 
laid down April 25? 
General LurHman. We feel that many aspects of this 
directive might not be adequate. {Italic added.] 


General Luehman informed the subcommittee in a letter of January 
22, 1958 (see exhibit VI-A, p. 177), that the Air Force in June 1957 
proposed that Mr. Snyder permit a press tour of Patrick Air Force 
Base, Cape Canaveral. General Luehman said the proposal was 
approved by the commanding general of the test center and the 
commander of the Air Research and Development Command: 


In June of 1957, a meeting was held in the Office of the 
Assistant Secretary of Defense, Public Affairs, to discuss a 
proposed press tour of Patrick Air Force Base, Cape 
Canaveral, and some of the down-range stations. Such a 
proposed tour was concurred in by the commander, Air 
Research and Development Command, and commander, 
Air Force Missile Test Center. On July 19, 1957, by 
memorandum to Mr. Snyder, the Air Force recommended a 
press tour of the Air Force Missile Test Center. 


Meanwhile, the subcommittee, on the basis of public testimony 
before it and the recommendations of the Coolidge Committee and 
the Wright Commission, sought to convince Mr. Snyder that he 
should at least review his April missile secrecy order (see correspond- 
ence, hearings, p. 3191). The first reply from Mr. Snyder, dated 
August 7, 1957, was mostly a lecture on security. Mr. Snyder, im- 
plying that such things would be unthinkable, asked (hearings, p. 
3193) : 


Would you have us identify each test missile by name and 
number, tell how far it went, how accurate it was, or why it 
malfunctioned, if it did? 


Chairman Moss, on August 14, 1957, wrote Mr. Snyder again, 
asking for a more responsive reply to the request that Mr. Snyder re- 
view his missile secrecy order. Mr. Moss cited the findings of the 
Coolidge Committee and the Wright Commission, and told Mr. 
Snyder (hearings, p. 3194): 


To paraphrase their recommendations, I would only sug- 
’ ~ Db 


gest that the Defense Department stop classifying the un- 
classifiable. 


On August 23, 1957, Mr. Snyder replied that he was discussing with 
the Air Force possible modifications of his April secrecy order (hear- 
Ings, p. 3195): 


I shall be glad to advise you of the outcome of these dis- 
cussions. 
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However, the subcommittee heard no more from Mr. Snyder on the 
subject until after the press informed the subcommittee of an apparent 
change in policy—on October 22, 1957, 18 days after the Russians 
launched Sputnik [. 

At the request of the subcommittee staff, Mr. Snyder later supplied 
a copy of a new memorandum dated October 25, 1957. Under his 
new order, the military service responsible for a missile test at Cape 
Canaveral transmitted to Mr. Snyder “a flash summary report of 
test results for approval for public announcement” (hearings, p. 3195). 

The first public announcement was made on the night of October 22, 
1957, identifying the missile; stating that the launching was “‘success- 
fully’ carried out’’; and stating that the missile ‘flew its prescribed 
course and impacted in the preselected target area’”’ (hearings, p. 3196): 


An intermediate-range ballistic missile, the Jupiter, was test 
fired tonight at the missile test range, Cape Canaveral, Fla., the 
DOD announced. The launching was successfully carried out. 
The missile flew its prescribed course and impacted in the pre- 
selected target area. This test of the Jupiter, under develop- 
ment by the Army, is one of a series of intermediate range 
and intercontinental ballistic missile flight tests conducted at 
the Canaveral range. [Italic added.] 


“The second public announcement came on October 24, 1957 
(hearings, p. 3196): : 
For the Press: 

An intermediate range ballistic missile, the Thor, was test- 
fired this afternoon at the Air Force Missile Test Center, 
Cape Canaveral, Fla., the Department of Defense announced. 
The launching was successfully carried out. The missile flew 
its prescribed course and landed in the preselected impact area. 

This test of the Thor, under development by the Air Force 
and Douglas Aircraft Co., Inc., is one of a series of inter- 
mediate range and intercontinental ballistic missile flight 
tests conducted at the Canaveral range.” [Italic added.] 


Dr. Furnas, in his November testimony, said that the new order 


was a belated step in the right direction (hearings, p. 3166): 


Mr. Moss. * * *. Have the Defense Department’s in- 
formation policies on missile firings at Cape Canaveral given 
the American people the maximum information compatible 
with national security or could more information have been 
released? 

Dr. Furnas. I feel that in the past 2 or 3 years more infor- 
mation could have been released. I have noticed in the last 
few weeks that apparently there has been—I don’t know 
whether it is a change in policy, but there certainly must 
have been a change in attitude, because firings within recent 
weeks have certainly been much more fully reported than 
they have been previously. J think that is a step in the right 
direction. 

Mr. Moss. Do you feel if that policy had been initiated 
earlier that it would have in any way dimanished the security of 
the Nation? 
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Dr. Furnas. I don’t feel that it would. I feel it would im- 
prove the confidence of the American people, because as it was, 
the paper headlines were usually on farlures, and I think if 
there had been more full reporting that the American people 
would have had more confidence in the program and justified 
confidence. {Italic added.] 


The press described the sudden ‘‘barrage’’ of announcements as an 
effort to seize the “propaganda offensive.’’ The press reports stated 
that in the scramble to release favorable information, officials were 
even divulging “‘highly classified” material. (See exhibit VI-B, p. 179.) 

Mr. Snyder’s stereotyped announcements of missile firings provided 
no explanation of what was meant by “successfully carried out’’ or 
what difference, if any, there was between ‘“‘preselected target area’’ 
and ‘“‘preselected impact area.” 

During the November 1957 hearings, Congressman Fascell pointed 
out to Mr. Snyder the confusion which had resulted over the use of 
the terms “target area’’ and “impact area.” Mr. Snyder conceded 
that there was a “possibility” of confusion on the part of the public, 
but that the military services knew what the terms meant (hearings, 
p. 3103): 


Mr. Fascreiu. Do you feel there is any justification for the 
fact that the use of those terms with respect to missiles would 
create some confusion or misunderstanding as to what actually 
had occurred? 

Secretary Snyper. There is that possibility, but not in the 
minds of the services, not to the extent that they would con- 
sider themselves victims of confusion on our part, because we 
vet the language from the missile experts. 

Mr. Fascreiyi. Of course I understand the services would 
know what happened. What I am worried about is whether 
the public will understand that in one case the missile hit the 
ocean and in another case it hit a target. 

Secretary Snyper. Of course it did a little better than hit 
the ocean. If it started out on the predesignated trajectory, 
it would come a lot closer to being an accurate missile than 
hitting the ocean. [Italie added.] 


(Mr. Snyder testified later that “impact area” was an ocean area up 
to 2,500 square miles—hearings, p. 3148). 

After further discussion, Mr. Snyder agreed that he would ‘“‘con- 
sider’’ public clarification of the terms (hearings, p. 3114): 


Mr. Fascre... To get back to one more thing. Did I un- 
derstand that you would consider the public clarification of the 
use of the words “target area’”’ and “impact area’’? 

Secretary Snyper. J certainly will; yes, sir. [Italic added.] 


Mr. Snyder continued to use the same type of announcements. On 
January 28, 1958, the Defense Department released a statement which 
said : 

An intermediate range ballistic missile, the Thor, was test 
fired this afternoon at the Missile Test Range, Cape Canav- 
eral, Fla., the Department of Defense announced. The 
launching was successfully carried out. [Italic added.] 


. 
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A page 1 story about the test, observed from outside the Cape 
Canaveral base by reporter Milton Bracker , stated in the New York 
Times of January 29, that the announcemer it of a successful test came 
as a “surprise” to eyewitnesses. Mr. Bracker described the missile’s 
irregular behavior and said “there was no official explanation of these 
details.”” (See exhibit VI-C, p. 181.) 

Later the same day that Mr. Bracker’s story was published, the 
Defense Department issued the following statement: 


“A restudy of range data from Tuesday’s Thor flight 
indicates that, after a perfect launch and early flight per- 
formance, the missile deviated from its presc ribed course. 
Accordingly, the flight was not completely successful. [Italic 
added.] 


C. OCB CLEARANCE OF INFORMATION POLICIES 


Mr. Snyder was questioned about the procedure required for the 
relaxation of secrecy policies on such matters as missiles. He revealed 
that the Operations Coordinating Board in the White House was 
calling the signals on important information policies (hearings, pp. 
3098-3099) : 


“Mr. Fasceii. With this memorandum dealing with this 
program that you issued in October of this year, was, that 
issued on the basis of concurrence of the three services 

Secretary SNypER. That was issued on the basis of con- 
currence by a great number of people, including the three 
services. 

Mr. Fascexu. Did that also include the special assistant 
for guided missiles? 

Secretary Snyprer. Very definitely. The classified infor- 
mation which is not releasable, and which includes 8 points, 
8 items, is a table of items that was agreed upon by the 3 
services before I put it in this final document. I derive all 
of my technological advice in connection with missiles or any 
other weapons from the experts in the services and in the 
Department of Defense. 

Mr. Fascetu. Did that also include the concurrence of the 
Deputy Secretary of Defense? 

Secretary SnypER. Very definitely. 

Mr. Fascety. How about the Operations Coordinating 
Board. 

Secretary SNYDER. Correct. 

Mr. Fascruu. Js this procedure of obtaining concurrence, 
with respect to your shop, the usual procedure on changes in 
informational policy? 

Secretary Snyper. It depends on the policy, Mr. Fascell. 
We have information dealing with troops and dealing with 
pay scales or leaves or many other things that are of no con- 
cern whatsoever to the Operations Coordinating Board. 


[Italic added. ] 
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Mr. Snyder said that plans for the availability of further informa- 
tion about the missile program were pending before OCB (hearings, 
pp. 3100-3101): 


Mr. Fascetu. Therefore, you do have, as I understand it, 
further plans dealing with this problem. 

Secretary SNypEerR. Certainly. Further plans include ulti- 
mate press coverage at the base. 

Mr. Fascreuu. At the test site. Are these plans and dis- 
cussions carried on in conjunction with the Operations Coordi- 
nating Board on something like this? 

Secretary SnypER. That is right. [Italic added.] 


D. THE GAG ORDERS 


On July 29, 1957, the Air Force Research and Development Com- 
mand headquarters issued instructions to the 14 commands under its 
jurisdiction to ‘avoid mention or discussion of space, space technology, 
and space vehicles.”’ 

The instructions, issued 10 weeks before Sputnik I, failed to cite 
either military security or statutory authority for the prohibition on 
use of the word “‘space.”’ The order merely explained (hearings, p. 
3201): 


“Recent news stories which have described certain Air 
Force R. & D. projects as space flight projects have resulted 
in unfavorable reaction at AF and DOD and congressional 
levels.”’ [Italic added.] 


On October 9, 1957, 5 days after Sputnik I, the military chiefs of 
the three services issued orders barring discussion of missiles and 
satellites, despite the fact that the President had designated the 
United States satellite program as a nonclassified scientific project. 

The order issued by the Army Chief of Staff stated (hearings, p. 
3202): 


“ Addressees will take immediate steps to assure that personnel 
for whom they are responsible refrain from public statements or 
discussions bearing on the current missile or satellite situation. 
Any statements on these matters at this time are subject to 
misinterpretation both here and abroad.” [Italic added.] 


The order issued by the Air Force Chief of Staff stated (hearings, 
p. 3206): 


Recent Soviet announcements have created much public 
interest and speculation. To endeavor to keep this matter 
in proper perspective assure all personnel under your jurisdic- 
tion refrain from making any public comments pertaining to 
missile or satellite matters at this time. Any comments almost 
certain to be misinterpreted. Discretion should be used in 
the implementation of this instruction. [Italic added.] 


pee 
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A similar order was issued the same date by the Chief of Naval 
Operations, but at the time of this report it still was classified ‘‘con- 
fidential.”” Other messages, dated the same day, modified the 
outright Navy ban on discussion of missiles and satellites (hearings 
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p. 3204). 


Mr. Snyder testified that he was unaware of the issuance of the 
three orders until their existence was reported in the press (hearings, 


p. 3118): 


Mr. Snyder sought to explain that, although he was the Pentagon’s 
chief of information, he was not informed of the gag orders because he 
‘it was not a question of information policy” (hearings, p. 3118): 


said ‘ 


Mr. Snyder testified that “we do not interfere with the normal 
operations of the informational services.”’ 
the gag order was not ‘‘addressed to the information people” (hearings, 


Mr. Fascent. * * * Mr. Snyder, I know you are now aware 
of these orders. When did you first become aware of their 
existence? 

SECRETARY Snyper. As IJ recall it, Mr. Fascell, my first 
knowledge of their existence was when a newspaper carried a re- 
port concerning the Army’s order and it was confirmed—the 
existence of the Army’s order was confirmed. Thereafter 
the existence of the Navy and Air Force order was likewise 
confirmed, within the next day, I believe. [Italic added.] 


Mr. Fasceti. What is your explanation, as chief of infor- 
mation policy for the Department of Defense, for not being 
involved in the issuance of these orders or even being consulted 
prior to their issuance? 

Secretary Snyper. I think that it is quite clear that these 
three gentlemen who transmitted these communications 
were the operating chiefs of their services at that time. It 
was not a question of information policy. This was a question 
of command responsibility. 

They exercised that command responsibility in their 
capacities as operation heads. 

Mr. Fascerzi. Obviously, of course, they have command 
over the people who are within their commands. 

Secretary Snyper. Of course, and all information policy 
within the service commands is transmitted through the 
command channel, of which they are the head. [Italic 
added.] 


p. 3118): 


Mr. Fascrtx. Of course that still leaves the question un- 
answered as to what your position is or should be in situa- 
tions of this kind. I am not sure that it is satisfactory to 
just say that ‘(Command informational policies are com- 
mand responsibilities, therefore I have nothing to do with it.” 

Secretary Snyper. I think it is quite definitely stated that 
we do not interfere with the normal operations of the informa- 
tional services nor do we abrogate the control the Secretaries 
or their Chiefs of Staff exercise over their operating sub- 
ordinates. This was addressed to people, not to information 


service people throughout the services, but to anyone who might 


He claimed further that 





CE ae 








aval 
‘con- 
the 


ings, 


' the 


ings, 


gon’s 
ise he 
118); 


J 
ll 


10rmal 
r that 
arings, 


|a- 
to 
m- 
; 9) 
at 
a- 
ies 
ib- 
on 
rht 


> 


<I TES PE ICE 


i 


| 


LITT ISNT 


oe 


AVAILABILITY OF INFORMATION 81 


be in a position where he would be commenting on this par- 
ticular field of military effort. 

That might mean scientists, it might mean engineers, it 
might mean civilians, it might mean people in uniform. It 
wasn't addressed to the information people. [Italic added.] 


Mr. Snyder explained that the people whom the news media sought 
to quote were ‘‘the technical people, the people who knew something 
through their background in missile or rocketry * * *” (hearings, 
p. 3119): 


Mr. Fascreuy. There are at least two thoughts that occur 
to me in this discussion, Mr. Snyder. First of all, the satellite 
is not classified. Secondly, informational people within the 
military command are under the military command and they 
receive the same orders that everybody else did. 

Secretary SnypER. That’s true, but the people who are 
commenting and receiving play in the paper were certainly 
not informational people. They were the technical people, the 
people who knew something through their background in 
missilery or rocketry, or study of the possibilities of outer space 
travel. They were the sources that were being quoted, and 
not informational! people. [Italic added.] 


Mr. Snyder testified that he agreed with the view that discussion 
of the unclassified satellite program was “subject to misinterpretation 
in the hysteria that followed the first satellite launching” (hearings, 
p. 3119): 


Mr. Fasceuu. I believe you said you concurred with the 
statement that appears in the Army order about the possi- 
bility of misinterpretation. Am I correct in that? 

In other words, that you concur in the use of that language, 
that there is a possibility of misinterpretation of the program? 

Secretary Snyper. There was a possibility—of course, this 
was not my language. It was a rather cryptic message, but 
there certainly was possibility of misinterpretation of an 
Army statement. There were conflicts between the state- 
ments by some Army sources and those of Dr. Von Braun, 
who is the top Army technician in the rocketry field. 

So that there certainly was a possibility of misinterpreta- 
tion abroad and within our own country. 

Where the Army stood, what its orders were, what its capacity 
was, the origin of our satellite program, the very clear mission 
of the Navy which was to conduct a nonmilitary program in 
conjunction with the scientists—these were the things that 
were subject to misinterpretation in the hysteria that followed 
the first satellite launching. [Italic added.] 


Mr. Snyder pointed out that just before the gag orders were issued, 
two Army generals-- the commander of Redstone Arsenal, Ala., and a 
general described in the press as “‘another Army missile expert” (see 
exhibit V—G, hearings, p. 3211)—-said that a satellite could have been 
launched in 1955. Mr. Snyder testified that such statements reflected 
“on another service” and therefore were a cause of “embarrassment” 
(hearings, p. 3122-3123). 
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Mr. Fascetu. But Mr. Snyder, don’t you think the Amer- 
ican people are entitled to know whether it 1s true that the Army 
had these satellites in a warehouse? Don’t you think the Amer- 
ican people are entitled to know whether or not the Army could 
have fired it in 1955? Don’t you think they are entitled to know 
what the policy decision was that decided that this would not be 
done? 

Secretary Snyper. I believe that has all been put into the 
record. But you see, when these stories appeared implying 
that these gentlemen were speaking for the Army, just as 
many other stories which engender friction between two serv- 
ices, this was a reflection on another service—‘We could have 
done it better.” 

It is not any embarrassment to the service that is the target as 
much as it is to the Chief of Staff or the Secretary of the service 
that is the source of these things. 

So you wouldn’t consider it unusual, would you, that the 
Army Chief of Staff on his own initiative concluded: ‘This 
is a pretty bad situation, [ am going to do something about 
it,’’ and he might even suggest to the others that he was going 
to do it, maybe they ought to do the same. 

I don’t know that it happened that way. 

Mr. Fascertu. I don’t know that it did either. But I tell 
you what, Mr. Snyder, J would think a long time before I 
would issue an order saying, “Don’t do anything, because it 
might be very embarrassing to us.” 

Secretary Snyper. I don’t think the word “embarrassing”’ 
was used by the Army. But I do know that General Taylor 
is one of the smartest men in uniform of my generation. 
[Italic added.] 


a 


E. “‘PRESIDENT DESIRES * * *” 


IRE I 


On October 9, the same day the three service gag orders were issued 
in Washington, the following instruction was sent from the Air 
Research and Development Command Headquarters to each of the 
14 commands under its jurisdiction (hearings, p. 3123): 


President desires that Air Force personnel refrain from 
making public comment on the satellite program of the 
United States and other countries. 


Mr. Snyder said he had no knowledge of any such instructions 
from the White House (hearings, p. 3123): 


Mr. Fascety. * * * To your knowledge, Mr. Snyder, 
were there any instructions or advice, verbal or otherwise, 
conveyed from the White House, the National Security 
Council, or the Operations Coordinating Board to account 
for such an order? 

Secretary Snyper. J have no knowledge of any such instruc- 
tion. [Italic added.] 

The subcommittee sought to ascertain the origin of the October 9 | 
orders from the chiefs of the three military services, specifically | 
whether the orders resulted from instructions or advice from or on 
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behalf of the President. In letters to each of the three services, 
the subcommittee asked whether the orders stemmed in any way 
from instructions or advice, written or oral, from the Executive Office 
of the President. (See exhibit VI—D, p. 183.) 

The replies were not fully responsive on this point. Gen. Thomas 
D. White, Air Force Chief of Staff, said ‘“* * * I take full responsi- 
bility for this message as it was transmitted to USAF addresses.” 
Gen. Maxwell D. Taylor, Army Chief of Staff, gave an identical 
reply: ‘““* * * I take full responsbility for the subject message as 
it was issued to Army addresses.” Vice Adm. J. L. Holloway, Jr., 
Deputy Chief of Naval Operations, said that the Navy order— 


was issued by me at the verbal instruction of the Chief of 

Naval Operations as the result of the informal discussions he 
held with General Taylor and General White. (See exhibit 
VI-D, p. 183.) 


Lt. Col. Carlo R. Tosti, Director of Information Services at ARDC 
headquarters in Baltimore, Md., gave the following explanation in 
reply to the subcommittee’s inquiry about the ARDC “President 
desires * * *” order. (See exhibit VI-D, p. 183): 


The ‘President desires * * *” message resulted from a 
telephone call which I received from the Office of the Director 
1 of Information Services, Secretary of the Air Force. I can- 
I not recall the specifics of the conversation, except that I 
‘t received the impression that there was Presidential interest 

in the remarks being made by some officers of the Armed 
Y3 Forces in the wake of the Sputnik I launching. 
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. F. ARDC “EMBARRASSING” ORDER 


As the result of a subcommittee inquiry, a message of October 17, 

1957, from the commanding general of the Air Research and Develop- 

ment Command Headquarters, was brought to Mr. Snyder’s attention. 

issued | The message started: “Personal from Anderson to commander.” 
ie Air | Lt. Gen. Samuel R. Anderson was the commander of ARDC head- 
of the | quarters at the time. The message, sent to the commanders of the 
' 14 commands under General Anderson’s jurisdiction, included the 


following instructions (hearings, p. 3123): 
im 


aT Se car Sap “we 


is _ I enjoin you to personally oversee very closely the public 
information activities in your area of operations and to insure 
; that inadvertent, although perhaps well-intended, releases or 
uctions statements are not made which may prove embarrassing at all 
levels of command. [Italic added.] 
er, Mr. Fascell asked Mr. Snyder whether this was the kind of order 
se, which he considered a ‘‘command function” outside of his purview. 
ity Mr. Snyder at this point apparently abandoned his “command 
int function” concept and said he had protested the order to the Air 


Force Chief of Information (hearings, pp. 3123-3124): 


Mr. Fasceiu. * * * This is the type of thing that you 
éa call a command function and not within your purview? 
tober 9 | Secretary Snyprer. I hope that you don’t think that I 
3 p y 


cifically would approve of such a communication. I disapprove of 
n or on | 


uc- 








84 AVAILABILITY OF INFORMATION 


it. However, I not only disapproved of it, but when it was 
brought to my attention more than a week after its dispatch, 
I called the Air Force Chief of Information and told him I 
saw no basis for the use of some of the language, particularly 
the last phrase “may prove embarrassing at all I levels of com- 
mand,” and I said that it was the responsibility of the Chief of 
Information of the Air Force to make it clear that this was in 
violation of specific directives, and that anyone employing such 
language or using such a basis for an informational directive is 
subject to censure. 

I expressed the hope that he would be censured. {Italic 
added. | 


Mr. Snyder said that issuance of the order did not indicate the 
exercise of very good judgment (same page): 


Mr. Fascexu. I certainly would agree with you, Mr. 
Snyder, that using the theory of not releasing anything be- 
cause it might be embarrassing certainly has a connotation 
which I know you do not wish to carry on informational 
policies. Am I correct on that? 

Secretary SnNypDER. Yes, sir. 

Mr. Fascruu. In other words, you will take the good with 
the bad. Go ahead and read your letter into the record. 

Secretary SnypmEr. I certainly don’t think the man exercised 
very good judgment of either his responsibilities as an informa- 
tion officer or in the justification or explanation of the order 
which he was transmitting. [Italic added.] 








Co Re TE 


G. SATELLITE INFORMATION 


On July 29, 1955, the White House, with unusual fanfare, announced 
that the United States planned to launch an earth-circling satellite. | 
Presidential Press Secretary James C. Hagerty presided over a press | 
conference with officials of the National Science Foundation, Office | 
of the International Geophysical Year, National Academy of Sciences 
and the United States National Committee for the International | 
Geophysical Year. The White House conference left no doubt that | 
the United States would be the first to launch a satellite, and it was 
made clear that the project was a nonsecret, purely scientific venture, 
with all information to be made readily available to the entire world. | 

On April 5, 1957, Rear Adm. Rawson Bennett, Chief of Naval | 
Research, stated that he opposed letting newsmen witness the Nation’s 
first satellite launching—even though the project was an unclassified, 
scientific endeavor. He did not cite security reasons, but explained 
that he feared that the presence of newsmen might tempt those in 
charge of the launching to fire the rocket prematurely (hearings, 
p. 2357). 

Under questioning before the subcommittee on April 11, 1957, | 
Mr. Snyder disavowed the admiral’s remarks and assured the sub- 
committee that press coverage of the unclassified satellite project 
would be permitted, provided arrangements could be made to protect 











































AVAILABILITY OF INFORMATION 85 


classified projects at the Missile Test Center, Cape Canaveral, Fla. 
(hearings, p. 2232): 
Mr. Fascetu. I will rephrase that: If these arrangements 


you are talking about are made, is it correct to infer that 
press coverage will be given? 


Mr. Snyper. You bet your life. That is what I am here for. 
Press coverage. [Italic added.] 
: In his testimony on November 19, 1957, Mr. Snyder reiterated 
that the satellite project was unclassified except for some aspects of 
( | propulsion (hearings, pp. 3096-3097): 
. Mr. Fasceuu. Is there anything about the Vanguard— 
e the | the United States satellite project—that is classified? 
i Secretary SNypER. There are aspects of the propulsion 
that are classified, that’s right. 
Mr. Fasce.u. Put that is all? 
a : Secretary SNypER. As far as I know, that is all, yes, sir. 
: : (Italic added. } 
Mr. Snyder claimed that he was following an ‘open’ policy on 
| information about the unclassified satellite project which he said had 
h ' been placed in a different category from other missile projects (hear- 
ings, pp. 3097-3098): 
d Mr. Fascety. Will there be any public announcements 
L- with respect to test firings prior to the actual orbiting? 
or Secretary SnypER. Yes. We have been following a very 
clear and, I would say, open policy on the Vanguard project 
from its inception, when it was announced as a scientific 
project. We have reported in detail every development 
right up to the last test firing of a first-stage motor, which was 
yunced a success, and we have had—TI think they have about three 
tellite. press conferences a week at the Office of Naval Research. 
a They put out more material—that is all Vanguard mate- 
Office rial—including pictures of the satellite itself and as much 
oS material as can be given out, as can be digested. And the 
ational questions are answered. It is a continuous project. 
ot that Mr. Fascriu. In other words, then advance press cover- 
it was age will be given to firing, tests, or otherwise? 
enture, | Secretary Snyper. All of the tests will be thoroughly re- 
world, ported, with photographs, newsreels, and so forth, released. 
’ Naval Mr. Fasceu. In other words, if a newsman is interested, 
ation sf not in admittance to the base, but in just being on the 
issified, F beach somewhere or back there in the mango swamps, would 
plained | he be able to get down there and at least see it go up in the 
hose in § air? Or would he have to wait for a release subsequently? 
ora Secretary Snyper. He would get the report of the test as 
— it occurs. 
, 195%, Mr. Fascetz. In other words, there will be no advance 
he sub- public notice of the firings then? We are talking about 
project satellite only now. } 


prot ect 
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Secretary SnypER. We have a fairly complete schedule of 
the test firings that are planned, and we have in the past— 
my recollection is not quite clear—on the day before, we let 
it be known that there would be a test firing of this first- 
stage engine; when the firing was concluded, we reported 
the facts of the test. 

Mr. Fascetx. Will you follow the procedures which are 
laid down in your directive of October 25? Is that what you 
are talking about? 

Secretary SnypER. No, sir. The Vanguard news pro- 
cedure is laid down in a set of guidelines that antedates that 
by some months. 

Mr. Fasce.yi. Jn other words, you have different procedure 
with respect to the satellite program than you do with resvect to 
the missile program? 

Secretary Snyper. That’s correct. The satellite program 
has been handled as a scientific project, which is what rt is. 

Mr. Fascretyi. Now, so we are absolutely clear on it then, 
what we are planning on is the admission of all news mediums 
at the time you actually orbit the satellite? 

Secretary SnypEerR. There will be very heavy press cover- 
age. I can’t specify now whether all mediums will be repre- 
sented. I can’t specify now whether all applicants who want 
to go will be admitted. 

Mr. Fascexyi. That is supposed to take place, as far as we 
know right now, sometime in March of 1958? 

Secretary SnypER. That’s my expectation. [Italic added.] 

At the time of Mr. Snyder’s November 1957 testimony, the sub- 
committee was unaware that the missile test center’s commandin 
general, who had security responsibility for that installation, ha 
approved plans for a press tour of Patrick Air Force Base, Cape 
Canaveral, and some of the downrange stations as early as June 1957, 
and that the Air Force had formally recommended a press tour to the 
Department of Defense on July 19. (See exhibit VI-—A, p. 177.) 

Mr. Snyder testified that plans for press coverage of the base were 
pending before the Operations Coordinating Board (see p. 79 of this 
report). But Mr. Snyder insisted that the questions of security are 
determined by the “technological people in the Department of De- 
fense” (hearings, p. 3101): 


Mr. Fascett. Do I understand by that it will depend 
on conditions as they develop or as they might exist whether 
there will be any further changes in informational policies? 
Ts that the reservation that you have in your mind or that 
the Operations Coordinating Board has? 

Secretary Snyper. Jnsofar as the security factors are con- 
cerned, they are under the control of the technological people in 
the Department of Defense. They may determine that they 
can, without violating security, declassify an item—such as 
the warhead of one of the missiles, which was declassified 
within the last few weeks by the Army in that instance—they 
determined that the externals of that were no longer security, 
although the composition of it still is a secret, still is classified. 

Those are things that the technological people will advise 
me of at the time. [Italic added.] 
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Mr. Snyder testified that newsmen would witness the satellite 


launching ‘‘when we are shooting for actually putting a satellite into 
orbit”’ (hearings, p. 3097): 


Mr. Fasceuy. The last time you were before the committee 
you and [ got into a discussion about admitting newsmen at 
the satellite launchings (hearings, pt. 9, p. 2232). 

Secretary SNypER. We did. 

Mr. Fasce.u. Will they be admitted to the launchings? 

Secretary SnyDER. We plan to have press coverage of the 
satellite launching when we are shooting for actually putting a 
satellite into orbit, yes, sir. 

Mr. Fasceuy. | understand there is one firing contem- 
plated in December and another in March. 

Secretary Snyper. There is a continuation of the test firing 
series, but the March one is—roughly March—is the actual 
attempt to put a gatellite into orbit. 


Although Mr. Snyder’s November testimony seemed to indicate that 
the December tests did not involve placing a satellite into orbit, Presi- 
dent Eisenhower at a press conference on October 9, 1957—5 days after 
Sputnik I—had made it clear that the December test would involve 
eo a small satellite into orbit. 

At the October 9 press conference, Presidential Press Secretary 
James Hagerty distributed a prepared statement about United States 
participation in the International Geophysical Year. Paragraph 4 of 
the statement said: 


In May of 1957, those charged with the United States 
wiaaline program determined that small satellite spheres 
would be launched as test vehicles during 1957 to check the 
rocketry, instrumentation and ground stations, and that the 
first fully instrumented satellite vehicle would be launched 
in March of 1958. The first of these test vehicles is planned 
to be launched in December of this year. 


Subsequent questioning at the President’s press conference developed 
this exchange: 


Mr. Ciark. Can you tell us mor e about the satellite you 
say we plan to launch in December? Will this be the metal 
sphere that would weigh(t) only a few pounds and would not 
contain any recording paaanael 

Answer. That was the plan. The plan is, the first one that 
goes up is just mainly to let it orbit, check your speed, your 
direction, your equipment, and everything else, and the next 
one—you see, the equipment that goes into these things is a 
very—it is the most delicate machinery, and in that equip- 
ment itself is involved some of the latest scientific discoveries 
that we have. 

Now the satellite—the mere fact that this thing orbits 
involves no new discovery to science. They know it could 
be done; at least they say so, and they have for a long time, 
so that is no new discovery, so in itself it imposes no added 
threat to the United States. 

(The President conferred with Mr. Hagerty.) 
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Mr. Snyder testified that ‘‘no plans’”’ had been made for press cover- 
age of the December satellite firings because “it is quite an involved 
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Answer. I said it wouldn’t—well, I think—Mr. Hagerty 
reminds me there may be several of the test vehicles put out 
before the instrumentation itself goes up. 


procedure to plan such press coverage”’ (hearings, p. 3097): 


failed. 


Mr. Fascetu. Then what I understand by your state- 
ment is that there will be no newsmen admitted at the firings 
which will take place in December because you are not 
actually going to put a satellite in orbit? 

Secretary Snyper. Thatisn’t the reason. The reasons are 
that there have been no plans made for active press coverage of 
this Cape Canaveral base. It is quite an involved procedure to 
plan such press coverage. 

Mr. Fasceuu. | thought we were right at this point some 
6 or 7 months ago. * 

Secretary Snyper. We are just at about the same point— 
that is, insofar as the plans for the coverage of the satellite 
launching in March. That is correct. 

Mr. Fascexu. In other words, I believe you said then it 
was a very complex problem. It wasn’t easy to work out a 
plan by which you could admit newsmen to the missile 
center, to view the firings or the launching of the satellite? 

Secretary Snyper. It is complicated by the increased 
interest. There probably will be twice as many applicants 
for admission the next time. But that isn’t the only thing. 
You see, there is an increasing tempo of test firings of mis- 
siles down there. All of that has to be taken into considera- 
tion before we may admit active working press, and I don’t 
just mean reporters—I mean science writers and others, too— 
to the activities within the base. 

Mr. Fascetu. Then | understand you are making plans to 
admit newsmen at the time when you actually plan to orbit 
a satellite? 

Secretary Snyper. That’s right. 

Mr. Fascetu. But as for anything prior to the actual 
orbiting, you are not making any plans with respect to 
admitting —— 

Secretary Snyper. We are not, at this time. [Italic 


added.| 


On December 6, 1957, an effort to launch a Vanguard test satellite 
Newsimen had not been admitted to the base to witness the | 


test, known as TV-3. 


On the next day 


The resolution said, in part (see exhibit VI—E, p. 189): 


And whereas the failure of the rocket at Cape Canaveral on 
December 6 has resulted in outcry for even more restrictions 
on information than attended the preliminaries to the 
launching; 


December 7, 1957—the New England Society of 
Newspaper Editors unanimously adopted a resolution aimed at head- 
ing off the imposition of more restrictions on the satellite program. 
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And whereas such restrictions could lead only to further 
misunderstanding and public confusion: Therefore, be it 

Resolved, That this organization support United States 
Representative John E. Moss in his stand for increased 
candor on the part of those who are involved in the missile 
and satellite program of this Nation. 


Shortly thereafter, however, news mediums reported a tightening up 
of restrictions in the Cape Canaveral area. (See exhibit VI-F, p. 189.) 

On January 13, 1958, the subcommittee asked Secretary of Defense 
Neil McElroy what, if any, changes had been made, or were planned, 
in the informational policies covering the satellite testing and launch- 
ing program since the December 6 failure. 

Mr. Snyder replied to the letter on January 30, 1958, arguing that 
“too much” information had been given out about the December 6 
Vanguard test (see exhibit VI-G, p. 191): 


In retrospect, it appears that probably too much detailed 
information was made available by the Government in the hours 
immediately prior to the TV-3 test firing and too much em- 
phasis given to that which was put out. [Italic added.] 

Mr. Snyder stated that information policies still were “basically” 
the same: 


Basically, the Department has been following the same 
approach in providing information as to Vanguard or Army 
satellite operations as we did in the case of TV-3. 


Mr. Snyder, in his letter, failed to inform the subcommittee of the 
new information policies which at that time had been in effect at 
Cape Canaveral for 2 weeks. The subcommittee first learned of the 
policies from newspaper stories published after the launching of the 
first American satellite on the night of January 31, 1958. The 
stories revealed that the plan for censorship had, itself, been secret. 
(See exhibit VI-H, p. 193.) 

Mr. Snyder, in an effort to explain the newly disclosed policy, 
denied that it was ‘‘comparable with any wartime voluntary censor- 
ship.”” In a letter of February 11, 1958, to Mr. J. Russell Wiggins, 
executive editor, Washington Post and Times Herald, Mr. Snyder 
said the Cape Canaveral plan was intended to avoid “the dispro- 
portionate advance buildups of the tests.” (See exhibit VI-I, p. 
194.) 

Chairman Moss on February 13, 1958, wrote directly to Maj. Gen. 
Donald N. Yates, commander, Air Force Missile Test Center, Patrick 
Air Force Base, Fla., for a full explanation of the information policies 
in operation there. 

The subcommittee received no direct reply from General Yates, 
who was required to send his answer to the subcommittee’s official 
inquiry through Mr. Snyder’s office in the Pentagon. Subsequently, 
on February 28, the subcommittee received a letter from Maj. Gen. 
Joe W. Kelly, Director, Air Force Legislative Liaison, forwarding 
what General Kelly said were “replies personally prepared by General 
Yates.” (See exhibit VI-J, p. 201.) 
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The memorandum from General Yates confirmed that there had 
been a tightening of security restrictions in the Cape Canaveral area, 
including the prohibition of cameras, binoculars, etc., on Government 
property adjacent to the cape. 

On or about January 13, 1958, General Yates said he informed 
members of the press: 


I was under instructions from the Secretary of Defense to 
take special precautions that there be no untoward buildup 
in information preceding the firings of the Vanguard and 
Jupiter-C satellite vehicles. [Italic added.j 


General Yates reported that on the following day he reached an 
agreement with press representatives whereby they could give u 
their vigil on the beaches and have grandstand seats, complete wit 
telephones, to witness the missile firings in exchange for a promise 
to hold back information ‘‘until a firing attempt had been completed.” 
The agreement included a provision that the agreement itself be kept 
secret: 

As a result of extensive discussions with the news media, 
and initial, informal agreement was reached, I believe on 
January 14, along the following lines: I would endeavor to 
assure that the press would not miss those firings which 
would have news value with particular attention to the satel- 
lite launchings and with the understanding that information 
provided them for planning purposes must not be released. 
Further, that existence of this informal agreement was not to be 
publicized until some future date, probably the launching of 
the first satellite vehicle; that facilities including telephone 
lines, camera sites and viewing vantage points, closer to the 
missile operation than available at that time to the press, 
would be provided; that, specifically with respect to the next 
Vanguard firing and the Jupiter-C satellite attempt, that all 
information provided them would be held for release until a 
firing attempt had been completed. Further, it was under- 
stood that the agreement would be dissolved and we would 
return to a status quo at the request of any individual present 
or any representative of news media who might join the 
group in the future. [Italic added.] 


General Yates said he cleared most of the arrangements with Assist- | 
ant Secretary Snyder: 


I discussed general terms and most details of the agree- 
ment and the information that was passed to the news me- 
diums on practically a daily basis with the Assistant Secretary 
of Defense (Public Affairs), and received his general concur- 
rence. 


General Yates said the agreement was not to be publicized in order | 
‘“‘to avoid a buildup out of proportion, prior to the satellite attempt.” 
General Yates said he was— 


more than pleased with the results * * * 

The ability to report accurately on firings of their choice, 
the provision of information to them regarding schedules and 
background on the various firings, plus ideal facilities from 
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| had 


which to observe, photograph and report these events, has 
area, 


enabled them to cover more objectively and completely items 


ment J of public interest. 
} In addition, the elimination of practically all speculation 
rmed § and cut-throat competition. for facts has given our security pro- 
gram a tremendous shot in the arm. [Italic added.] 
. : According to a New York Times story of February 1 from Augusta, 
: /  Ga., the W hite House followed a similar policy of withholding informa- 
d + tion about the scheduled satellite launching. The Times reported 


that Presidential Press Secretary Hagerty informed reporters of the 


ed an ! forthcoming launching attempt on condition that the newsmen not 
ve u even advise their editors in confidence. Some new smen refused to 
. wit : accept such a condition and were required to leave the conference with 
omise } Mr. Hagerty. (See exhibit VI-L, p. 209.) 
ted,” On March 1, the subcommittee received from Mr. Snyder a memo- 
> kept | randum to take effect on March 3, setting up the guidelines for future 
ress coverage at Cape Canaveral. ‘The memorandum (see exhibit 
' VI-K, p. 206) still imposed a hold-for-release restriction on unclassified 
' information in advance of a satellite firmg. The availability of infor- 
z ' mation under the new Snyder memorandum will be a subject of con- 
‘h tinuing study by the subcommittee. 
: IX. ADMINISTRATIVE SECRECY 
E A. CATEGORIES OF WITHHOLDING 
d€ 
of On March 22, 1957, Secretary of Defense Charles E. Wilson signed 
ne a new directive broadening and tightening control over nonsecurity in- 
he formation about the day-to-day operations of the Military Establish- 
3S, ment. 
xt The directive, No. 5200.6, replaced a previous directive of the same 
ul number which had been in effect since June 1, 1954. The key part 
a of the new directive is section IV, entitled “‘Policy’’, which states 
T= (hearings, p. 2330): 
id IV. POLICY 
nt 
he A. It is the fundamental policy of the Department of 
Defense to make the maximum information available to the 
4 public as to its operations and activities. This policy is 
Assist- subject to the necessary exception that the proper, efficient, 
and effective operation of governments requires that there 
pe- ; shall not be made public certain types of information relating to 
1e- such matters as pending litigation, maintenance of disc ipline, 
ry | conduct of inv estigations, relations with foreign governments, 
ur- and information which is merely preliminary or advisory 
within the Department. Certain other considerations, such 
n order as nonviolation of confidence as to the nature or source of 
empt.” | information or the protection of individuals against un- 
substantiated allegations, may require that other types of 
information also not be made public. [Italic added.] 
ce, Part C of that same section lists 10 categories of information to be 
aa withheld. But the directive states that the list is ‘‘without limitation”’ 
om C. Subject to the provisions of section VI hereof, informa- 


tion which under the above statements of policy should not 
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be given general circulation includes without limitation the 
following: [Italic added.] 


The section VI referred to states: 


VI. RELEASE 


A. Requests for official information which fall within the 
terms of this directive will be denied on the basis of this 
directive only upon a determination by aresponsible authority 
that the release requested will be contrary to law or otherwise 
against the public interest as herein stated. 

B. Arbitrary and unreasonable withholding of information 
must be avoided. 

C. Nothing in this directive shall be deemed to authorize 
the withholding of information, otherwise releasable, because 
its release might tend to reveal administrative error or 
inefficiency, or might be embarrassing. 


Although some of the 10 types of nonsecurity information are re- 
quired by law to be held confidential, others in the list amount to a 
blanket withholding as, for instance, number 6 (hearings, pp. 2330- 
2331): 


Records and information which pertain to individuals 
such as personnel records, medical records, and investigative 
reports, and proceedings pertaining to the conduct of, or 
manner of performance of, duties by military personnel and 
civilian employees, the release of which might unjustly dis- 
credit or injure innocent persons or disclose personnel infor- 
mation received in confidence. 

2. Information as to the identity of confidential informants 
and information furnished by them in confidence. 

3. Information received in confidence from private individ- 
uals, firms, or organizations in connection with bids, pro- 
posals, trade secrets, inventions and discoveries, and reports 
of a financial, technical, or scientific nature. 

4. Information which is, or may reasonably be expected to be, 
connected with any pending or anticipated litigation before 
Federal and State courts or regulatory bodies. 

5. Advance information on proposed plans to procure, 
lease, or otherwise acquire or dispose of materials, real estate, 
facilities, or functions, which would provide undue or dis- 
criminatory advantage to private or personal interests. 

Preliminary documents relating to proposed plans or policy 
development when premature disclosure would adversely affect 
morale, efficiency, or discipline. 

7. Examination questions and answers to be used in train- 
ing courses or in a determination of qualifications of candi- 
dates for employment, entrance to duty, and advancement or 
promotion. 

8. Conversations or communications between members of 
the Department of Defense, or between such members and 
representatives of other agencies of the executive branch, 
which are merely advisory or preliminary in nature and which 
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do not represent any final official action and any documents or 
maqnetoanene concerning such advice. 
Information received from other Government agencies 
i official use of the Department of Defense, any further 
dissemination of which is controlled by the jagency which 
provided the information. 
10. Information furnished in confidence by foreign nations 
to the United States, the dissemination of which is limited by 
the nation which provided such information. [Italic added.] 


Although section VI purports to bar withholding on grounds that 
the information “might tend to reveal administrative error or ineffi- 
ciency, or might be embarrassing”’, it is questionable how effective this 
section can be when the list of 10 categories to be withheld includes 
such broad areas as so-called preliminary documents which a Pentagon 
official decides would ‘“‘adversely affect morale, efficiency, or discipline.”’ 

The directive calls for the same type of investigation for adminis- 
trative leaks as for security leaks (sec. VII, C, hearings, p. 2332). 


B. NECESSITY TO JUSTIFY RELEASE 


Mr. Dechert, questioned about the new directive at the subcom- 
mitte’s hearings in April 1957, testified (hearings, p. 2223): 


No one in the Pentagon is going to jail for release of non- 
security information in violation of these directives. 


Mr. Dechert’s assurance is little comfort, however, to a Pentagon 
employee who may lose his job or be otherwise disciplined for releasing 
information whic h a superior decides at a later date was ‘not in the 
public interest.” 

When Chairman Moss questioned Mr. Dechert, he replied that an 
official must use ‘“‘“commonsense’’—if there is any question in his mind, 
an employe “‘asks his boss’ (hearings, p. 2224): 


Mr. Moss. You are talking about something much more 
limited than what I am talking about. I asked the simple 
question: What can an employee give out, under the new direc- 
tives, without feeling first that he must prepare a good, strong 
defense in advance, in case he is called upon to account for 
letting it out? 

Mr. Decuert. I think the tone of both directives indi- 
cates that the person should approach this with the idea of 
giving out all that can be given out—and he is put on warn- 
ing only that there are certain areas where doubt may exist. 
Now, in dealing with that question, he is supposed to have 
commonsense. He wouldn’t be an employee in ap important 
position at whatever grade he may be unless he has reason- 
able commonsense to carry out his undertaking. If the paper 
involved something of substantial moment, he can tell 
whether it is preliminary in nature; he can tell whether it 
gives out confidential information about someone’s personal 
affairs, 

Mr. Moss. Well, supposing he is very competent 

Mr. Decuert. It is not too hard for him to tell that there 
may be a question here. If there is a question, he asks his 
boss. That is the way life is carried on, it seems to me. 
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Mr. Moss. That keeps going up until someone decides 
affirmatively that he has found a good cause for permitting 
it to be released. 

Mr. Decuert. If a question arises, that is the process. 
But in the vast number of cases, no question will arise. 

Mr. Moss. I am not charging nor have I charged that you 
are sitting on all information about Government. But it is 
my very firm conviction that these directives aim toward a 
more restrictive policy because they place on each person 
the need not to find a reason why he can or should release. 

Mr. Decuert. Well, the reason I said yesterday that I 
felt—— 

Mr. Moss. And people, being cautious, particularly when 
their jobs may be at stake, tend to buck decisions on up to some- 
one else. It is much easier to let the other fellow decide, if you 
are going to be held accountable, than it is to stick your neck out. 
I think that the whole emphasis here is to make certain that 
you know what you are doing; that you can justify it fully; 
that you can defend yourself before you say anything to any- 
one for publication. [Italic added.] 


Only a few minutes later in the same hearing, Assistant Secretary 
Snyder provided an example of the situation which Chairman Moss 
had described. Mr. Snyder was discussing how reporters can bring 


complaints to him (hearings, p. 2235): 


Mr. Snyper. * * * For example, since I have been there, 
one example was that of a reporter who asked for a certain 
manual wh - oe on the unclassified list. 

However, it dealt with an extremely sensitive weapon. 
The one ani in this special weapons field said to me— 

‘There is no reason why he should have it. This manual is 
printed for the use of technicians in the field. Thousands of 
them will have to use it, but it is not printed for publication. 
I don’t think there is much intelligence value to it or it would 
have been classified, but I don’t think you should give it out.’ 

There was a long go-round about it. Meanwhile, this 
reporter waited. I decided he would have it. I said he 
would have to look at it in the office; he could have it as 
long as he wanted to, but not to take it out of the building. 


That was not for public printing. It was intragovernmental 


document. 


He read it and sent me a one-line note: ‘’Thanks for a 
revival of good sound judgment and promptness.” [Italic 


added.] 


Mr. Snyder did not think that there was anything wrong in a situa- 
tion where a reporter had to appeal to the Assistant Secretary of 
Defense in order to get a look at a document which was not even 


classified administratively and which was included on a list, 


a matter of routine (hearings, p. 2236): 
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Pentagon press room, of documents which normally are available as 
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Mr. Fasceiu. Mr. Snyder, does it occur to you that perhaps 
something here could bear looking into when it became necessary 
for whoever wanted this manual to have to come to you to get it? 


Mr. Snyper. No, sir. 
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Mr. Fasce.u. It doesn’t occur to you that anything here 
bears looking into? 

Mr. Snyper. The reporter knew that this manual applied 
to a highly sensitive weapon. He was perhaps testing the 
applicability of these directives. 

l I didn’t make this judgment on my own, you see. I 


er OS 


3 checked with everyone in the Pentagon with a responsibility: 
L The Department of Defense, the proper service department, 
1 the technical people, and I would do that in each instance. 
I wouldn’t permit a decision to be made on the judgment of a 
L civilian like myself where there was a possibility of impair- 
: ment of the security of the country. 
2 Mr. Fasce.u. Let’s analyze that for a moment. To 
- whom was the request made? Where in the line of com- 
i i mand did the reporter hit? 
cs Mr. Snyper. Initially? 
t : Mr. Fasceuu. Yes. 
i ) Mr. Snyper. The Office of Public Information. One of 
- the offices in my jurisdiction. 
Mr. Fasce.u. This was unclassified information? That is, 
etary | it was not classified under Executive Order 10501? 
Moss ™ Mr. Snyper. That is correct. Nk : 
bring | Mr. Fascett. It was not even classified administratively? 
Mr. Snyper. That is correct. [Italic added.] 
a; Mr. Snyder denied, however, that it was the responsibility of his 
m4 Office to review all unclassified material to determine whether it 
should be classified (hearings, p. 2237): 
i. Mr. Fascexu. In other words, what you are telling me then is 
that it is the responsibility of your Office to review all nonclassi- 
is fied material to determine whether or not it should have been 
of classified in the first instance? 
a. Mr. Snyper. No, sir; that isn’t so. 
d Mr. Fascreiu. Then I misunderstood what you are trying 
n to tell me. 
is Mr. Snyper. This was a field manuai applicable to a highly 
1e sensitive weapon. That wouldn’t be true if it was a report 
nS on last week’s requirement. 
rr, Mr. Fascretu. What do you mean when you say you just 
al can’t take the chance? Here is an unclassified field manual that 
doesn’t fall within the limitations of the Executive order. It 
a ' wasn’t classified by the originating department in the first 
lic instance. Yet a request comes to your Office, and you say 
the attitude is that you just can’t take a chance. Well, I 
— can understand the caution and the superabundance of care, 
ary Gn but that is just the very point we are making. What is it that 
+ awe would require or makes it necessary for somebody m your 
the Office down in the lower echelon to say: “Well, I just can’t take 
able as a chance on this one. Dve got to pass it up to somebody else, who 
will then check with the Weapons Branch, with the Army and 
the Navy and the Air Corps and the Secretary of Defense and 
ps maybe the President of the United States.”’” I don’t know how 
o far these things go. That is just the very thing we run into 
it 


every day which you say doesn’t exist. [Italic added.] 
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Congressman Hoffman wanted to know what Congressman Fascell 
would have done if he had been the individual who received the initial 
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request for the unclassified manual (hearings, p. 2238): 


Chairman Moss, commenting on the same example, stated that the 
Defense Department directives, like 5200.6, are written in such a 
manner that a Pentagon official must justify release (hearings, p. 


Mr. Horrman. What would you have done if you had been 
the individual to whom the request was first made? 

Mr. Fasceuu. I would have done the same thing. I would 
have kicked it up to my boss and let him take the responsibility. 
And, if I had been he, I am not sure I would stop right there 
if there was any real doubt about whether I was going to get 
in trouble I would have taken it up to the Secretary of 
Defense, and, if I were he, and I still wasn’t sure, I would 
go to the President and say, ‘“Mr. President, this is yours.” 

Mr. Horrman. And, if you didn’t kick it upstairs, if it was 
extremely valuable to the enemy, you might be charged under 
the Espionage Act and some uniformed jury might stick you. 

Mr. Fascreiu. That is right. So, I would adopt the attitude 
immediately of “‘Don’t release anything; don’t say anything.” 
That is the best attitude to have. That is what we have been 
talking about for 2 years now. [Italic added.] 


2239): 


Chairman Moss commended Mr. Snyder for a a justification 
for withholding in the case of the Army manua 
that it should be necessary “to make a finding”’ to support every case 


Mr. Moss. * * * That is why I say that these regulations 
as they are drafted place the wrong emphasis. Yow’ve 
got to justify the release, not the withholding. We run into 
that in virtually every department of the Government. 
Defense is not the greatest offender; it is merely another. 
It is this matter of attitude we find to be most restrictive. 
You’ve got to justify release. I still think that in a republi- 
can form of government such as we have, where the people 
are supposed to be their governors, that the responsibility 
on government is to justify the withholding. If you have a 
proper case, you can justify the withholding. 

Mr. Fascexyi. And no one disagrees with you. 

Mr. Moss. No one wants to have the security of this Nation 
impaired in the slightest, nor do we desire to see the efficient 
operation of our Government undermined at all. It is a very 
costly establishment. But, when you tell a man you've got to 


justify release, if he is reasonably cautious, he is going to be 


most reluctant to release anything. [Italic added.] 


of withholding (hearings, p. 2239): 





Mr. Snyper. I think you are right, Mr. Chairman. That 
in this particular instance I required the people who came to 
me to justify the withholding. They didn’t do it. Therefore, 
| released it. 

Mr. Moss. And / think that is the proper attitude. [Italic 
added.] 


. Mr. Moss stated 
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ascell i Mr. Snyder claimed that any information directive must list 

nitial | | exceptions to what can be made public. Chairman Moss pointed out, 

i however, that under the Defense Department directives the exceptions 
cover virtually everything (hearings, p. 2240): 


Mr. Moss. I agree completely with you. But it is my 


] contention as these are drafted that there are no exceptions. 
; First, take the three categories under 10501: ‘Top secret,”’ 
e “secret,” and ‘‘confidential.”’ 

t There is no question there. We have clear, legal ma- 
f | chinery. Once the determination is made, the document is 
J classified unless it is declassified. 

" : We do feel that too much is classified, and that there is too 
S little declassification. That is a matter we will get into later. 
r Then we come to the “Official Use Only,” and there again 
L. we have a restriction on it, and that is flagged. 

[ Then we have the catchall. On anything else, you have to 
u | decide each single item. So that really by policy, there is not 
n any broad category of material which by routine is available. 


All of it can’t be so sensitive from a security standpoint 
to require that type of afence. And it is to the total effect, as 


od he I read these, that I direct my objections. 

- 2 Mr. Snyper. On numerous occasions, this Department 

88, P. has been criticized for failure to cite clear examples. It has 
now been done. Examples of things that were to be con- 

1S sidered usable within the official organization only. 

ne Mr. Moss. Well, I can’t think of a document at the moment 

Oo that I have assurance that I am entitled to recewe. [Italic 

t. added. ] 

r. X. ExcrssivE SECRECY 

eC. 

* A. COOLIDGE COMMITTEE FINDINGS 

e 

Lv The Coolidge Committee devoted a large part of its report to its 

a findings of excessive secrecy which the Committee said was under- 

mining the security system. Among those findings were the following 
(hearings, pp. 2134-2144): 

a Tendency to “play it safe’ and overclassify 

a A subordinate may well be severely criticized by his seniors 

‘ for permitting sensitive information to be released, whereas 

.. he is rarely criticized for overprotecting it. There is there- 
fore an understandable tendency to ‘‘play safe’’ and to classify 

—- information which should not be classified, or to assign too high 

ication | acategorytoit. The use of even “top secret” has gone far beyond 

stated | that contemplated in Executive Order 10501. While the infor- 

ry case 


mation protected by this overclassification is not as a rule 

important for the public to know, the resulting load impairs 

vat the functioning of the system. [Italic added.] 

to Abuse of security to classify administrative matters 

rvs Further, there is a tendency to use the classification system to 

lie protect information which is not related to the naticnal security. 
Perhaps the prime example is information dealing with adminis- 

trative matiers. We strongly believe that, even though the 

Department of Defense is a governmental agency and cannot 
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expect to operate with the privacy of a business organization, 
there are nevertheless certain matters which if made public 
would reduce the efficiency of the operations of the Depart- 
ment below the standard which the public itself requires. 
Personnel records is perhaps the most frequently cited ex- 
ample of this type of information. An example of equal or 
perhaps greater importance is papers expressing the views 
of the staff to superiors. If these papers are not held private, 
then the written advice of staff members to their superiors 
may be such as they think will later look well in the public 
print rather than their true opinion. But granted the neces- 
sity for protecting these administrative matters, such pro- 
tection is justified on other grounds than the national secur- 
ity. Within the Department of Defense it is covered by 
Directive 5200.6 (tab C), which requires among other things 
that “‘preliminary documents relating to proposed plans or 
policy development” should not be disclosed ‘‘when dis- 
closure would adversely affect morale, efficiency, or dis- 
cipline,” and which authorizes the use of the stamp ‘For 
official use only.’ Nevertheless there is a marked tendency to 
classify this information under Executive Order 10501. This 
constitutes an abuse of the classification system established 
by that order and tends to destroy public confidence in the 
system. [Italic added.] 


Attempts to classify the unclassifiable 


There is, however, another real source of overclassification. 
It is the attempt to do the impossible—to keep as classified in- 
formation which can no longer be withheld. ‘The physical ap- 
pearance of a test model of a new plane which must be rolled 
out of the manufacturer’s plant adjoining a public highway 
is an example. Genieril performance data of a new plane 
which has become widely known prior to quantity produc- 
tion is another. Information originally classified and sub- 
sequently officially revealed and the classification of compila- 
tions of unclassified data are other examples. [Italic added.] 


Confusion from basing secrecy on foreign policy 


Still another aspect of overclassification is the use of the system 
to protect information which ordinarily would be released but 
which is withheld temporarily in support of a foreign policy 
objective. Whether or not this is overclassification in the 
strict sense of the word, it is certainly so regarded by the 
press, and it is disturbing to the system. “Granted that 
standards of what is harmful to the national security should 
vary with the international situation and so be generally re- 
sponsive to foreign policy, the system cannot be. operated as 
if steam were being turned on or off in a radiator. Rather 
the system is like a hydroelectric dam where the water can 
be gradually raised or lowered, but not suddenly. There are 
too many people i involved for sudden shifts of policy. Con- 
fusion, uncertainty, and loss of confidence in the system re- 
sult. [Italic added.] 





RT ER INGORE ET EERIE eetermemes cate 


aT 


a 








AVAILABILITY OF INFORMATION 99 


; | Failure to declassify 

C Theoretically overclassification can be remedied by de- 
- classification. And Executive Order 10501 contains admir- 
. ' able provisions relating to declassification. These provisions 
- are not, however, working satisfactorily. In only a few offices 
r is declassification keeping up with the creation of current classi- 
S ' fied material, and the backlog of classified information created 
, ‘during and since World War IT. [Italic added.] 

'S 


Security system undermined by excessive secrecy 
.. For all these reasons overclassification has reached serious 


: proportions. The result is not only that the system fails to sup- 
ms ply to the public information which its proper operation would 
; ; supply, but the system has become so overloaded that proper 
3 protection of in formation which should be protected has suffered. 
- he press regards the stamp of classification with feelings 
a : which vary from indifference to active contempt. Within 
a | the Department of Defense itself the mass of classified papers 
- has inevitably resulted in a casual attitude toward classified 
to information, at least on the part of many. [Italic added.] 
is | | 
a B. COOLIDGE COMMITTEE TESTIMONY 
= Mr. Coolidge, in his testimony of March 11 and 12, said that his 
Committee had corroborated the House Government Information 
Subcommittee’s findings of excessive secrecy (hearings, p. 2107): 
~ Mr. Moss. * * * We have no desire to make available 
ol information which would endanger the national security. 
p- We are strongly concerned that—because of the increasing 
ed tendency to classify either under Executive Order 10501 or 
hy through administrative classifications—the national security 
he might be endangered because of what is withheld. 
ic Mr. Cooutiper. We are very sensitive to the fact that that 
b- is @ very important issue. J think it is fair to say that we 
la- have corroborated what your committee has felt, and that is, 
d.] there is too much information being withheld. 
Mr. Moss. Yesterday I had the impression that there was 
™ | a feeling, shared by you and the members of your committee, 
ut that we were trying to classify or control too much informa- 
icy ) tion covering too broad an area, 
he : Mr. Coouipa@r. That is correct. [Italic added.] 
he Mr. Coolidge testified that documents were being classified at a 
at } greater rate than during World War II when some 6 billion documents 
ild ) were stamped with secrecy labels (hearings, p. 2025): 
set Mr. Moss. Mr. Coolidge, I wonder if you have any idea as 
ter to the number of papers and documents classified each year in 
aaa the Pentagon? 
s Mr. Coouipasr. I have been told, if my recollection serves 
a me right, that during World War II we classified 3 million 
oa linear feet, which is 2,000 documents to a linear foot, edgewise, 


and that it is running at a higher rate today. 


Mr. Moss. At a higher rate than during World War II? 
(Italic added.] 


Mr. Coouipae. Yes. 


ae ree 
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Congressman Fascell asked why the Coolidge Committee, which was 
assigned to plug alleged “leaks” of security information, reported at 
considerable length on administrative secrecy. Mr. Coolidge replied 
that his Committee found that the security system was being abused 
by applying security classifications to administrative matters (hear. 
ings, pp. 2039-2040): 


Mr. Fasceiu. Now, will you just tell us what it was that 
brought about the Committee’s interest in this particular 
problem? 

Mr. CoourpGe. It is derived from our study of the classified 
information, because we found that the classification system, 
particularly ‘‘confidential,” was used for matters that appeared 
to us to be administrative and not to have a national security 
aspect. We felt we couldn’t present the whole picture with- 
out going into this administrative matter. [Italic added.] 


Mr. Coolidge testified that his Committee found no one who did not 
agree that there was excessive secrecy at the Pentagon (hearings, 
p. 2023): 


Mr. Coouipar. * * * We found, my recollection is, nobody 
in the Department of Defense that doesn’t agree that ‘there is 
overclassification. The diffic ulty comes when you come to 
specific cases. [Italic added.] 


Admiral Fechteler testified (hearings, p. 2023) 


Admiral Frcutrerer. Mr. Chairmen, I concur in what Mr. 
Coolidge’s observations are on it. I would say that practically 
every one of the people with whom we conferred agreed that this 
was a bad proble m, and from my own personal knowledge, having 
been on duty in the Pentagon for several years, i considered that 
there was overclassification, and therc are instances where docu- 
ments are classified that probably shouldn't have been classified 
at all. 

Mr. Moss. Would you say that those instances are numerous? 

Admiral Frcutrever. J think so. I think another area in 
which great improvement could be made is in the business of 
declassifying an article or document which at the time re- 
quired a classification, but subsequently outgrew it. There 
is no adequate program for that sort of thing. [Italic added.] 


General Hull testified (hearings, p. 2024): 


General Hutz. * * * There is at times the tendency to 
overclassify, and I think everybody who has been in the 
Pentagon has seen evidence of it from time to time. It is 
a matter of judgment on the part of the individual, and if 
there is some question in his mind as to what classification 
to give it, it is human for him to play it safe and give it a 
higher classification than somebody else with better judg- 
ment might give it. 

There vs no question in my mind, and I don’t think there is a 
question in anybody’s mind who has been in this game, that 
there is quite a bit of overclassification. It is a problem. It 
is a difficult one. [Italic added.] 
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h was ' General Thomas testified (hearings, p. 2026): 
ed at | General Tuomas. I would like to say I concur with what 
plied | the three members of the committee have said. The 
bused question of classification is largely a matter of judgment, and 
(hear- qudgment may be affected by the concern or even the fear of a 
person that he is going to say something that he doesn’t wnder- 
stand how far it will go, or how much damage will be done. { 
- That also applies to the person to whom this one giving the 
classification is subordinate, the one that could change it. 
d He is concerned thatthe might release something. It is an 
, overwhelming problem, as General Hull pointed out. We 
d have this enormous backlog of World War II documents. 
y We have since moved into an area that required great secrecy 
ss | in regard to weapons and what not. 


So amount of classified material is bound to mount up. 
Largely it is a matter of judgment, and it is hard to say that a 
man—well, you've gust got to take a chance, and not classify 
ings, | this thing. He isn’t willing to, unless somebody makes him. 

[Italic added.] 


id not 


ly General Edwards testified (hearings, p. 2026): 

SS 

cs General Epwarps. I think the crux of the whole problem 
is expressed in the phrase in our report, in which we point out 
the act of classification is simple and expeditious, and de- 
classification is involved and tedious, and that somewhere along 

r. the line those two extremes must be brought closer together and 

ly make classification more difficult, and declassification simpler 

is and faster. [Italic added.] 

ug General Edwards testified that frequently an entire document is 

at classified because only 2 or 3 lines in that document need protection 

. (hearings, p. 2028): 

i General Epwarps. Frequently the answer will be, that one 

<9 particular statement doesn’t necessaruy have to be classified, 

“sd but in this same document there is another statement which 

ot might be only 2 or 3 lines, that is highly classified. That means 

ev the entire document should be classified. [Italic added.] 

re Mr. Coolidge testified that efforts are made to maintain secrecy 

1. on planes and missiles which are flown gr fired in public view (hearings, 

p. 2032): 

‘ss Mr. Moss. * * * In your study did you feel that we are 

he trying to classify far too much, that we would be more effective 

.. if we narrowed our field and had better classification, relieving 

if some of the pressure for leaks which seem to be inevitable—not 

wees leaks because of the able work of a reporter, but the leaks 

e which are brought about because of the competitive pressures 

le- within the Pentagon and represent an attempt to manage 
news to the advantage of a given service? 

sa Mr. Coouiper. I have, Mr. Chairman, only a rather 

bat general impression on that, but it is that we tend to overclassify 

It on our technical end by holding classification after a new 


weapon is parked by the side of a through highway, or after it 
has flown, if it is a plane or a missile, and after it has been 
photographed by all kinds of people. 
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We don’t keep up with the march of events, because classifica- 
tion, both in the technical field, and vn the general information 
field, has very much of a time element to it. What would be of 
great help to a potential enemy if he knew of it today may 
not be of any help if he knows of it a year from now. We 
do refer to tab D in our report, where you will note they 
have endeavored to establish a classification for guided 
missiles, airplane engines, and military aircraft covering in- 
formation which is nonreleasable, and releasable in various 
stages of development. 

I think that is along the right line.’ If we can do that in 
the general technical field, on a wider basis, and I would 
hope, distinguish between fundamental and applied science, 
I think we could improve the situation there. J think there 
is room for improvement in releasing more information sooner 
than is now being done. [Italic added.] 


Admiral Fechteler testified that he did not realize the magnitude 
and seriousness of overclassification until he served on the Coolidge 


Committee (hearings, p. 2078): 


Admiral Frcuteter. * * * I have signed a whole lot of 
papers in my lifetime, and I am free to admit until the extent of 
this problem had been brought out to me from my service on the 
Coolidge Committee here today, that the magnitude and serious- 
ness of this proposition didn’t concern me very much. I 
didn’t very often pay much attention to the classification. I 
had an administrative assistant who looked out for that end, 
and frankly I had too many other things to think of. 

Now, I think it is the sense of our report here, that this thing 
has got to be attacked right from the top, and go right on down. I 
think that we not only write too many classified papers, but we 
write too many papers, period, 

That is the way to go about it. It isa state of mind. I 
subscribe to the theorem that there is not a conscious effort to 
deny information. Nobody is really consciously doing it that 
[ have ever encountered. But still it happens. 

I think it is a question of command attention, from the top 
right on down. It is like the quality of food you serve on 
board ship. If the captain doesn’t go in and take a look at 
the galley every day, the fo8d starts slipping. [Italic added.] 


C. USE OF SECRECY TO HIDE MISTAKES 


The Coolidge Committee stated in its report’ (hearings, p. 21: 


We have heard allegations as to another type of abuse of 
the classification system, namely its use to cover up adminis- 
trative mistakes. We have found no instances of such 
abuse, and believe that if it exists at all it is of minor im- 
portance in the problem of overclassification. 
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Congressman Fascell questioned Mr. Coolidge about this finding, 
and Mr. Coolidge replied (hearings, p. 2040): 


Mr. CoouipGe. * * * We thought that there were such 
cases of covering up administrative mistakes, but our con- 
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™ : ferees were asked if they could give us any examples, and they 
; were not able to do so. 


’ i 
f Now, we don’t say there are no examples, but we think that 
y ' if there are, they are not very important.” [Italic added.] 
e Mr. Fascell wanted to know how Mr. Coolidge expected to find such 
Vv abuses by asking Government officials to make such an admission: 
d Mr. Fascetu. Do you think it is reasonable to believe that 
” an officer or civilian now on duty would actually give to your 
- | Committee, a study committee, an example of an administrative 
: error? 
n F Mr. Cooper. Jf it was not in his Department, I would 
d think it is highly probable he would. [Italic added.] 
C, e ° 
rd Congressman Moss questioned Mr. Coolidge further on the same 
op point. Mr. Coolidge testified that the Committee did not ask the 


press for examples nor did the Committee examine classified material 
‘tude ll for evidence of abuse (hearings, p. 2041): 
lide Mr. Moss. * * * You went only to your conferees for 
~ a your information? 

Mr. Coouiner. That is correct. 
of Mr. Moss. And, therefore, your finding would be on very 
of limited evidence? 
he Mr. Coo.ipGe. Well, we believe that our conferees covered 
8 the field pretty broadly. They included, of course, members 


I of the press. 
f Mr. Moss. Mr. Coolidge, you would not want to leave the 
a, 


impression with the committee, would you, that members of the 
press did not contend that there was a use of classification to 
eg cover up abuses, administrative abuses,"or mistakes? 


I Mr. CoouipeGe. I think it is fair to say we did not ask them 
we that question. I do not know what their answer would be. 
Of course, we did not talk with all of the press, but some 
of the articles I have seen to accuse the Department of 
to Defense of classifying in order to cover up administrative 
at mistakes. I accept your modification, Mr. Chairman. 
Mr. Moss. You did not actually go into a physical examina- 
Dp tion of some of the classified material in an effort to determine 
on whether or not instances of classifying this type of information 
at actually existed? 
L.] Mr. Cooutipae. No; we did not. [Italic added.] 
) Congressman Moss pointed out that the Government Information 
Subcommittee had evidence of such instances (hearings, p. 2041): 
2135): | Mr. Moss. I recall the request of a member of the Appro- 
of . priations Committee for pictures of certain types of aircraft 
ee, . which had been fitted up in a manner not provided for in the 
ch | appropriation. When he received the pictures, they were all 
m- very carefully classified. 
I‘here are numerous other instances that have been referred 
— to the committee. 
ee Mr. Moss referred to the experiences encountered by Congressman 
Daniel J. Flood of Pennsylvania, who found that photographs of 
ich seats in Military Air Transport Service planes had been marked 
m= “Secret.””. The photographs revealed that the planes, justified before 
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Congress as heavy-duty cargo planes, were converted to plush pas- 
senger planes. Congressman Flood, a member of the House Appro- 
priations Committee, requested information about conversion of the 
planes and found that even his letter of inquiry was stamped “‘Secret”’ 
(hearings, p. 3321). 


D. LACK OF PENALTY FOR OVERCLASSIFICATION 


Although the Coolidge Committee found that ‘‘a subordinate may 
well be severely criticized by his seniors for permitting sensitive 
information to be released, whereas he is rarely criticized for over- 
protecting it,’’ the Committee made no recommendation for penalties 
or disciplinary action in cases of misuse or abuse of classifications. 

During the hearings with Coolidge Committee members, Congress- 
man Fascell asked Mr. Coolidge whether his Committee had con- 
sidered a penalty for excessive classifications (hearings, p. 2075): 


Mr. Fascetyu. Mr. Coolidge, did your Committee consider 
the possibility that you might have just as severe a penalty 
for overclassifying or unnecessarily classifying information as 
you have placed on releasing information? 

Mr. CooutinGe. No; we did not consider doing that. My 
offhand reaction is that that would be inappropriate, that if 
you generate at the top levels an interest in declassification, it 
does not take long in an organization such as Defense for that 
interest to seep down the line and be quite effective. [Italic 


added. | 


Mr. Fascell pointed out that the Coolidge Committee had 
recommended more stringent penalties for the improper release 
of information. Mr. Fascell said the threat of penalties would foster 
the tendency to “‘play it safe,’’ and said he wanted to know how this 
tendency could be counterbalanced. Mr. Coolidge insisted that 
“somehow” it was adequate to work on the problem of overclassifica- 
tion without imposing any penalties (hearings, pp. 2075-76): 


Mr. Fascetu. Sir, J am surprised you had not considered it. 
You state in your report that you found there was a great 
tendency, because of the weight of the problem being all on 
one side, to classify automatically, as a matter of protection. 
And yet, recognizing that that exists, which is simply an 
attitude and certainly a reasonable one for the individual who 
is going to be charged under the law, you make more stringent 
the penalties for releasing or exposing information. It would 
seem logical that you are further weighting the problem so that 
everybody is going to classify, to start with. 

How can you counterbalance the further weight that you 
have thrown on this problem? 

Mr. CooutinGe. | suppose it is logical to say, if it is an 
administrative sin to underelassify, it should be an administra- 
tive sin to overclassify. Somehow, when it comes to the actual 
administration of it, I would think it was adequate to work on 
the overclassification without disciplinary action on over- 
classification. [Italic added.| 


Mr. Coolidge testified that it is less of a crime to overclassify 
than it is to underclassify. Mr. Fascell said he did not see, then, how 
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the Coolidge Committee recommendations could lead to a freer flow 
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of iaformation (hearings, p. 2076): 


Mr. Coolidge summed up his thoughts about a penalty for over- 


Mr. Fascrut. Isn’t that another way of saying you do 
not consider it as serious a crime—and that is in quotations, 
the word “crime’’—to withhold information as you do 
releasing information which, in your opinion, should not 
be released? 

Mr. Coouipear. As I say, I think it is logical, but as an 
administrative matter I would not want to advert to that 
unless it were necessary. J suppose the fundamental concept 
is that the security of the United States being jeopardized by 
underclassification is more serious than having some news 
withheld from the public that should go to the public. 

I think I would agree, as an American citizen, that that 
was so, in view of the very large information the public does 
get now, and the information which, if these recommenda- 
tions are complied with, they will get through a freer flow 
than it is at present. 

Mr. Fasceti. I do not know how you arrived at that 
conclusion—that if your recommendations are implemented, 
there would be a freer flow of information. I just do not follow 
that at all. 

Mr. Coouiper. If our recommendations were implemented, 
we hope there would be a substantial improvement on over- 
classification. 

Mr. Fascreuyu. Hoping is one thing, but reading the recom- 
mendations and putting them into practice and getting a result 
from them is something else. 

Mr. Coouipa@x. Of course, if our recommendations are not 
implemented, the present situation will not be improved, but 
our recommendations are addressed to improving the present 
situation by increasing the flow of information which goes 
to the public through the diminution of overclassification. 
[Italic added.] 


classification (hearings, p. 2077): 


For the provision covering disciplinary action in the classification 
D p v 

Directive 5200.1 of July 8, 1957, and Assistant Secretary Snyder’s 

explanation, see the section on ‘Classification of Security Informa- 
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Mr. Fascrexu. So it is your offhand opinion, although the 
committee did not consider the matter as such, that there should 
be no penalty for overclassification? 

Mr. Cooutipar. I would not recommend it, ai least until it 
was pretty clear that these recommendations had failed when 
they were implemented. 

Mr. Fascreuu. In other words, you don’t want to put the 
burden on the original classifier of choosing between two penal- 
ties, so as to make him exercise his judgment more carefully? 

Mr. Coouinar. I would rather see it tried by creating the 
proper security frame of mind, rather than put a penalty on 
overclassifying * * *. [Italic added.] 
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Admiral Fechteler testified (hearings, p. 2078) that the solution to 
overclassification is ‘‘a question of command attention, from the top 
right on down.” 


Mr. Fascetu. In other words, this, in your opinion, is 
strictly a command function, and can be so corrected? 
Admiral Fecutrrever. That is right. [Italic added.] 


General Thomas testified that the problem cannot be solved if “‘the 
boss doesn’t really bear down on them” (hearings, p. 2079): 


Mr. Fascetu. How about the other military men? 

General THomas. On that particular subject J feel the same 
way. I think, as a matter of fact, practically everything that 
is set forth in the terms of reference and things we considered 
are command problems. The military services are run by a 
hierarchy. That is the way they are supposed to operate. 
If the boss doesn’t really bear down on them, the job doesn’t get 
done. [Italic added.] 


When Vice Adm. John M. Hoskins, Director of Declassification 
Policy, appeared before the subcommittee on November 18, 1957, he 
summed up the declassification ‘‘mess” in the following exchange with 
Congressman Hoffman (hearings, p. 3055): 


Mr. Horrman. You think some sort of classification is 
necessary, do you not? 

Admiral Hoskins. Absolutely, sir. But, Mr. Hoffman, 
one motto of our office is that when you ‘overclassify, you 
weaken the whole security system. So we are all, as American 
citizens, for giving full protection to our country. Through- 
out the 180 years of our Government, however, J have never 
known a man to be court-martialed for overclassifying a paper, 
and that is the reason, I am afraid, we are in the mess we are in 
today. 

That is exactly what we are trying to straighten out, and 
that is why the objectives of your committee are so helpful 
to us because they are also our objectives. 

Mr. Horrman. And spurred on by the committee, you are 
stepping up this declassification business? 

Admiral Hoskins. Yes, sir. [Italic added.] 


XI. CLASSIFICATION OF SecuRrITy INFORMATION 
A. NEW DEFENSE DEPARTMENT DIRECTIVES 


On July 8, 1957, Secretary Wilson signed a directive covering the 
procedures for classification of security information under Executive 
Order 10501. The directive, entitled ‘Safeguarding Official Informa- 
tion in the Interests of the Defense of the United States,” canceled a 
dozen previous directives and memorandums, and consolidated 
classification instructions in the single new directive, No. 5200.1. 

The directive, in some cases, carried out recommendations made by 
the Coolidge Committee. 

The Coolidge Committee report stated (hearings, pp. 2138-39): 

No. 1.—We recommend that a determined attack be made 
on overclassification. We think this should be spearheaded 
by the responsible heads within the Department of Defense, 
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from the Secretary of Defense down, registering a keen in- 
terest in information security. 

No. 2b.—Carry down the line recommendation No. 1 made 
with respect to top officials, that superiors throw back over- 
classified matter received from subordinates. 


The new directive stated in part 2, II-A (hearings, p. 3244): 


It is essential that the general public be kept informed as 
to the programs and policies of the Department of Defense 
to the maximum extent permitted by considerations of na- 
tional security. To accomplish this, unnecessary classifica- 
tion or overclassification must be scrupulously avoided. 


The old Defense Department directive on classified information 
(DOD Directive 5200.1 of November 19, 1953) had, however, con- 
tained almost the same language: 


* * * all concerned must recognize that it is essential 
that the citizens of the United States be informed concerning 
the activities of their Government. Accordingly, unneces- 
sary classification and overclassification shall be scrupulously 
avoided. 


The new directive states in part 2, II-B: 


The Secretaries of the military departments, the Chair- 
man, JCS, and the Assistant Secretary of Defense (Manpower, 
Personnel, and Reserve) will take appropriate steps to insure 
that all personnel of the Department of Defense, both mili- 
tary and civilian, are made aware of the importance of 
avoiding unnecessary classification or overclassification. 
Responsible authorities at the time of signature or approval 
of any document will carefully review its content in light of 
the category definition of the classification affixed and in all 
cases in which security considerations fail to support fully 
this classification direct the assignment of a lower classifi- 
cation. 


An earlier directive (DOD Directive 5210.6 of December 6, 1953) 
listed ‘‘overclassification”’ as 1 of 3 major factors leading to a loss of 
control over highly classified documents, adding that it was “‘necessary 
to reduce drastically the number of documents bearing the higher 
classifications,’ and went on to state (pt. 1V, A): 


Responsible authorities at the time of signature or ap- 
proval of any document will carefully review its content in 
light of the category definition of the classification affixed 
and in all cases in which security considerations fail to sup- 
port fully this classification direct the assignment of a lower 
classification. 


These provisions of the new directive are, thus, merely paraphrases 
or word-for-word duplication of previous directives. 
The new directive states in part 4, I-A: 


* * * the Secretaries of the military departments and 
heads of other Department of Defense activities shall pre- 
scribe in affirmative and unequivocal language to all personnel 
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under their jurisdiction the mandatory requirements of this 
directive as it applies to— 
Rules for proper classification, 
2. Necessity for declassification and downgrading, as 
appropriate * * *, 


This provision fails to require direct action and merely reiterates 
that the general classification order must be passed along to subordi- 
nates in “affirmative and unequivocal language.” 


B. DISCIPLINARY ACTION 


The new directive appears to have made a major change by calling 
for disciplin: iry action for overclassification. Part IV, I- B of the 
directive calls for ‘ ‘prompt and appropriate disciplinary action regard- 
less of rank or position” in cases of unauthorized dise losure. In the 
following subparagraph, the directive states (hearings, p. 3249): 


Similar emphasis shall be placed on the necessity of prevent- 
ing overclassification and to adherence to departmental policies 
on review of classified material for downgrading and declassi- 
fication. [Italic added.]} 


Mr. Snyder, in his testimony on November 19, 1957, took credit for 
drafting that subparagraph himself (hearings, p. 3135) 


Mr. Snyper. * * * J am responsible for adding the para- 
graph at the top of the next page. 

Mr. Fasceiu. Subparagraph (2)? 

Secretary SNypER. Subparagraph (2), which states that 
“Similar emphasis”—that means disciplinary action emphasis 
or on the consequences—-‘‘similar emphasis shall be placed on 
the necessity of preventing overclassification and to adher- 
ence to departmental policies on review of classified material 
for downgrading and declassification. [Italic added.] 


It was not clear, however, from Mr. Snyder’s remarks that the 
subparagraph meant that a person actually would be disciplined for 
overclassification. When Mr. Fascell asked Mr. Snyder the question 
directly, Mr. Snyder replied ‘‘I certainly hope so” (hearings, p. 3136): 


Mr. Fascretu. Are we to understand, then, that the literal 
intent of this directive will be carried out in the future on 
matters of overclassification? In other words, the discipli- 
nary action you are talking about from a practical point of 
view will be put into effect? 

Secretary Snyper. I certainly hope so. It is to the net 
advantage of the paper management people—and they have 
a tremendous job—to see that this happens, that we don’t 
add to the mountain of classified information that remains 
classified longer than it should. [Italic added.] 


Mr. Fascell wanted to know how documents would be checked to 
detect’ overclassification so that disciplinary action could be taken. 
Mr. Snyder said he did not know (hearings, pp. 3136, 3137): 

Mr. Fascein. What are the mechanics for reviewing a 


classification to carry out the purpose of this section? In other 
words, if you have a person who has classified a document, 
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you have to determine whether it was classified properly 
pursuant to the law and then you have to determine whether 
it was overclassified. 

Secretary Snyper. I would hate to assume the preroga- 
tives of another department. Ours isn’t the business of 
reviewing classification procedures. It isn’t my office’s 
business. Undoubtedly, the Office of Declassification 
Policy will get into that, but I don’t. J don’t know the 
answer to your question at this time. [Italic added.] 


C. CLASSIFICATION GUIDES 


The Coolidge Committee recommended: 


Extend the use of classification guides now existing in 
several technical fields to other areas, and supplement the 
regulations covering general classification by developing 
guidelines and listing typical examples for each category of 
classification. 


The new directive (pt. 2, III-A) contains the following subsection 
not contained in the old directive 5200.3 of December 21, 1953: 


Classification guides shall be used to achieve uniformity 
in the application of this policy. In every practicable in- 
stance, classification guides pertaining to each area of 
operation, planning, tec chnical development, or research shall 
be developed and maintained in current status * * *. 


The new directive makes the following changes in the old directive: 

Under section IV—A, Classification Categories, the new 5200.1 
lists 11 ‘examples of the type of material’ which “might” require top 
secret classification. None of these were contained in the old 5200.3. 

Under section IV, B, the new 5200.1 lists 9 “examples of the type 
of material” which “might” require secret classification. None of 
these were contained in the old 5200.3. 

In addition, section IV-C, of the new 5200.1 makes the following 
changes in the list of 12 examples of material requiring Confidential 
classification under the old 5200.3: 

The old 5200.3 made confidential classification mandatory in 10 
of the 12 examples. The new 5200.1 states that the 12 examples 
“might” require confidential classification, and adds in a footnote 
that “‘in all the above cases, the assignment of confidential must be 
justified * * *.” 

The old 5200.3 permitted confidential classification of 2 of the 12 
examples “‘only if in fact the unauthorized disclosure of such informa- 
tion could be prejudicial to the defense interests of the Nation.” The 
two examples were: 

Matters and documents of a personal and disciplinary 
nature, the disclosure of which could be prejudicial to 
discipline and morale of the Armed Forces. 

Documents used in connection with procurement, selec- 
tion, and promotion of military personnel, the disclosure of 
which could violate the integrity of the competitive system. 


The new 5200.1 places the same restrictions on confidential classifica- 
tion for the same two examples, but adds to the list a third example 
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on which confidential classification was mandatory under the old 
5200.3: 


Personal security mvestigations and other investigations 
which require protection against unauthorized disclosure. 


Example (6) under the old 5200.3 listed “information which indicates 
strength of our troops, air and naval forces in United States and 
overseas areas, identity or composition of units, or quantity of specific 
items of equipment pertaining thereto.” To this, corresponding 
example 5 in the new 5200.1 adds‘ the’following: 


During periods of peace, a defense classification is not 
necessarily required, unless such information reflects the 
overall strength, figures or quantities of weapons whose 
characteristics are themselves classified, or additional factors 
necessitate security protection. 


D. REDUCTION IN NUMBER WITH AUTHORITY TO USE “TOP SECRET” 
STAMP 
‘tion The Coolidge Committee recommended: 


Cut down the number who are authorized to classify in- 
formation as top secret and to receive copies of top-secret 
papers. 


The new directive of July 8, 1957, states (pt. 4, II, A, hearings, 


p. 3249): 
tea _ “1. Except as stated herein, original classification author- 
00.1 ity for assignment of the top-secret classification may not be 
» top delegated, and shall be limited to— : 
00.3. a. The Secretary and Deputy Secretary of Defense. 
type i b. lhe Secretaries, Under Secretaries, and Assistant 
se a Secretaries of the military departments. 

The Chairman and members of Joint Chiefs of Staff 
wing (including the Commandant of the Marine Corps) and 
wv tial the directors of its subordinate agencies, including the 

commanders of commands established by the Joint 
5 48 Chiefs of Staff. 
nples d. I he Assistant Secretaries of Defense and the Gen- 
ini eral Counsel, OSD. 
as te e. lhe Assistants to the Secretary of Defense. 

f. The directors of research and deve lopment pro- 
= grams, including the chiefs of the technical services or 
weal bureaus, the Chief, Armed Forces Special W eapons 

The Project, his deputies, and commanders of AFSWI 


commands or facilities, as designated by the service 
Secretaries concerned or by the Assistant Secretary 
y of —— (Research and Engineering). 


0 The chiefs of the military services and the chiefs of 
their headquarters staff elements responsible for the 

7 development of strategic and operational plans that 

f meet the requirements for top-secret classification, as 

Y designated by the Secretary concerned. 

sifica- [P. 18] h. The commanders of major field and fleet 


ample commands or forces (including the Commandant of the 
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Coast Guard when acting as part of the Navy, the 
commanders of naval sea frontiers, and commandants of 
naval districts) as designated by the service Secretary 
concerned. 

2. Derivative classification authority for assignment of 
top-secret classification shall be granted by those officials 
designated in paragraph 1 above to subordinate commanders 
or heads of subordinate echelons only in those instances 
where the use of the top-secret classification is required to 
respond to a communication that necessitates a top-secret 
response.” 


The subcommittee requested the Department of Defense to report 
how many people within the Military Establishment had authority 
to originate top-secret classifications, both before and after the July 8 
directive. In a reply dated November 13, 1957, Deputy Assistant 
Secretary of Defense Stephen S. Jackson said the following figures were 
“the best available” (hearings, p. 3062): 


ae 
Under De- 
Department or agency Prior to partment of 
July 8, 1957 Defense Di- 
rective 5200.1 
Office of the oer of Defense (including research and engineering) | =p 
Joint Chiefs of Staff_. ER is 
ASG og sn 575 300 | 46 
Nave (including Marine Corps) - 90 181 
Air Force "78 | 52 
Armed Forces speci lw eapons project... __- : ; ‘a 72 | 13 


1 Not fixed: stpeniees on assignments. 


The new directive added the Deputy Secretary of Defense and two 
assistants to the Secretary of Defense (for guided missiles and legisla- 
tive affairs), a dozen Defense Department directors of research and 
development programs, chiefs of technical services or bureaus and 
personnel of the Armed Forces special weapons project to the old list 
of those with authority to classify top secret. The directive also 
retained that authority for the Assistant Secretary of Defense (Public 
Affairs), Mr. Murray Snyder, who was a member of the Defense 
Department Committee which drafted the directive. 

Mr. Snyder, questioned about the need for such authority, testified 
that he had never used it. He explained that sometimes he might 
participate in the development of top-secret reports. But he failed 
to cite an example where he would need authority to originate a 
top-secret classification on his own. He insisted, however, that the 
authority to do so was a “‘necessity”’ (hearings, p. 3137): 


Mr. Fascuti. * * * Have you ever originated a top-secret 
classification yourself? 

Secretary SnypmR. No, sir. 

Mr. Fascretyi. Can you give us any example where you 
might be required to issue a top-secret classification? 

Secretary Snyprr. I frequently participate with the 
Secretary of Defense in top-level military deliberations, and 
they involve other agencies such as the Atomic Energy 
Commission, the State Department, and my participation 
involves the development of policy and policy papers. 
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When he goes to an important session from which reports 
may emanate that are top-secret reports, I very likely would 
participate in the development of these reports. 

Mr. Fascrety. You wouldn’t issue a top-secret document 
dealing with information policy? 

Secretary Snyper. I know of no occasion when I might. 
There is a possibility of it, but I just don’t know of it. 

Mr. Fascruu. In other words, if you are dealing with a 
classified document, it would carry its own classification? 

Secretary SnypreR. My scope is not limited to information 
policy. I have participated with the General Counsel and 
the Secretary and other people in conferences on matters 
which did not involve the dissemination of public information. 

I am an adviser to the 3 services, the 3 service Secretaries. 
They call me in on many things that do not involve informa- 
tion policy. 

Mr. Fasceuu. In other words, it is a reservation of the right 
which you think you might need, but so far you haven’t used it? 

Secretary SnypER. It probably could be a necessity. It is 
not necessarily aright. Jt is a necessity. [Italic added.] 


Although Mr. Snyder served on the Defense Department com- 
mittee which drew up the directive, he declined to answer questions 
about the need for top secret authority on the part of the assistant to 
the Secretary of Defense for Legislative Affairs. Deputy General 
Counsel Leonard Niederlehner testified he could not think of any 
case requiring top secret authority for the assistant for legislative 
affairs (hearings, p. 3138): 


Mr. Fasce.u. Can you think of a case in which the assist- 
ant to the Secretary of Defense for Legislative Affairs would 
need this same authority to originate? Both of you have 
derivative rights, of course. 

Secretary SNypER. I would hate to speak for him. Per- 
haps Mr. Niederlehner might. But I know that the assistant 
to the Secretary of Defense for Legislative Affairs confers 
with and communicates with the leaders of Congress on some 
of the most secret of our operations and he travels with them 
abroad at times. 

He might very well have that necessity, I don’t know 
whether he has. 

Mr. Fascetu. In other words, as a transmitter, he would 
have derivative powers. But now we are talking about originat- 
ing rights. 

Secretary SNypER. I just wouldn’t want to get into an- 
swering these questions concerning his basic responsibilities. 

Mr. Fascrtu. Is it correct to interpret then, as far as you 
know, that you wouldn’t know of any case in which he would 
have the necessity to originate? 

Secretary SNypER. What would be your answer to that, 
Mr. Niederlehner? 

Mr. NreEDERLEHNER. J can’t think of any offhand. 
Secretary Snyper. J don’t know. [Italie added.] 
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E. PHASED DOWNGRADING 


The Coolidge Committee recommended: 


Require that each program or order susceptible of such 
treatment contain a special paragraph dealing with informa- 
tion security. 

(This paragraph should prescribe the degree of classifica- 
tion for the various elements of the program, establishing, 
if possible, automatic declassification on a certain date or 
happening of a certain event, and should force a deliberate 
decision on the harmful effect on security of an early dead- 
line.) 


The new directive of July 8, 1957, carries out parts of this recom- 
mendation, although hedging the provisions with such phrases as 
“when practicable’ and “as appropriate.”’ The directive ignores, 


however, the recommendation that a decision be forced on the harm- 
ful effect on security of an early deadline. The directive contains 
the following language not in previous directives (pt. 2, III, B): 


* * * The basic study or project will include appropriate 
sec urity guidance, which may be included in a special annex, 
covering such points as: 

1. Issuance of guides for the assignment of classification 
categories to various portions of the project, as appropri- 
— 

3. Planning for phased downgrading, declassification, and 
public release of information concerning the project when 
practicable. 


The subcommittee on October 14, 1957, asked the Armed Services 
Technical Information Agency (ASTIA) reference center in the Li- 
brary of Congress w hether the provisions of the directive were being 
carried out. The reply reported that the ASTIA reference center 
had received 700 documents since the directive was issued in July; 
that 135 were classified ‘confidential’ and 30 classified “secret.” 
In none of them were different categories of classification assigned to 
various portions of the document. None of the documents contained 
a notation of a downgrading, declassification or public release date of 
information concerning the project. Fifteen documents contained 
some downgrading instructions. Ten contained the statement: ‘‘Re- 
grading data cannot be determined.” Five contained the innocuous 
statement: 


The security classification of this report should be down- 
graded when appropriate to conform with the United States 
Navy Security Manual for classified matter and current 
Bureau of Aeronautics directives setting forth security classi- 
fication policies for naval aircraft and equipment (hearings, 
p. 3058). 
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F. PROHIBITION ON USE OF SECURITY LABELS FOR ADMINISTRATIVE 
INFORMATION 


The Coolidge Committee recommended: 


Make wholly clear that the classification system is not to 
be used to protect information not affecting the national 
security, and specifically prohibit its use for administrative 


matters. 
The new directive of July 8, 1957, contained the following language 
(pt. 2 “y 7 A): 
It is to be emphasized that the designations “top secret,” 
“secret,” “confidential” (including ‘ ‘confidential—modified 
com- handling authorized”), may only be used in safeguarding 
Ss as official information which requires protection in the interest 
ores, of national defense * * * 
arm- 9 ae 
rps And (pt. 2, I, B) 

Nothing in this directive shall be deemed to authorize the 
withholding of information, otherwise releasable, because its 
release might tend to reveal administrative error, or ineffi- 

’ ciency, or might be embarrassing. ‘ 

i . The provisions are mere language changes in previous directives, 

i which, however, if carried out to the letter could result in fewer 

unreasonable restrictions on information. 
1 
0 G. RESPONSIBILITY FOR LEAKS 
The Coolidge Committee recommended: 

: Ti 46.—In cases where it is clear, from a “leak” or otherwise, 

being that an individual has not accepted a decision reached by the 

renter Secretary of Defense or higher authority, we recommend 

July: that prompt and stern disciplinary action be taken, what- 

cret..” ever the rank of the individual may be. 

nod te No. 4c.—Commanding officers should be held responsible 

tained for security derelictions within their commands. [Italic 

‘ate of added.] 

tained The new directive states (Pt. 4, I, B): 

: “Re- Disciplinary action.—1. Particular emphasis shall be 

cuous placed upon the consequences of unauthorized disclosure of 
classified information. Instructions shall provide for con- 

n- tinuity of investigative jurisdiction and review pursuant 

es to reference (n) to insure prompt and appropriate discipli- 

nt nary action regardless of rank or position. Even where it is 

3i- impossible to identify the specific individual source of an 

rS, unauthorized disclosure of classified information, disci- 


plinary action is not necessarily precluded. Where the 
source can be traced to a specific command or office, the com- 
mander or official in charge shall be held responsible for any 
derelections or ineffectiveness in the discharge of his responsi- 
bilities in such manner as may be warranted in the circum- 
stances. [Italic added.] 
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H. CLASSIFICATION OF THE UNCLASSIFIABLE 


The Coolidge Committee recommended: 


Cease attempts to do the impossible and stop classifying 
information which cannot be held secret. 

(This includes information which cannot be withheld 
because it inevitably is known to too many people. It 
includes the physical appearance and general performance 
data of new weapons when they have become widely known. 
It also includes compiled data composed of unclassified 
items and information which is already public, where official 
confirmation would not be of substantial value to a potential 
enemy * * *.) 


As part of its overhaul of the classification system, the Defense 
Department took this recommendation into consideration by amend- 
ing Directive 5230.12—Release to the Public of Information on 
Guided Missiles, Military Aircraft, Associated Powerplants, Compo- 
nents and/or Accessories. In an explanation of the amendment, 
Secretary Wilson stated (hearings, p. 3261): 


Clearly, use of the classification system presupposes an 
° ability to control access to the particular equipment or 
information classified. Classification without such control 
is an empty gesture, is futile, and only serves to generate 
disrespect for the security program in general. 


In line with Mr. Wilson’s statement, directive 5230.12 was amended 
as of July 8, 1957, by adding, in part, the following (hearings, p. 3261): 


* * * in some instances, the development, production or 


testing of classified military equipment will, of necessity, 
expose the product to the public view to the extent that 
particular information (such as the external configuration of 
an aircraft) may no longer be protected, and hence, should 
be declassified. 


The question remaining, of course, is to what extent the product 
must be exposed to the public before the Office of Security Review 
will rule that certain information about it can be declassified. 


I. AERIAL PHOTOGRAPHY 


The new directive 5200.1 of July 8, 1957, contains the same wording 
of the old directive 5200.1 except for deletion of the following vague 
paragraph which was part 8 of the old directive: 


* * * it is appropriate to note that aerial photography 
produced by the military, whether classified or unclassified, 
is still military property as much as an aircraft, tank, or 
battleship. Compliance with military service regulations 
with respect to the release of aerial photography from mili- 
tary control will tend to afford a certain degree of protection 
to such matter * * *.” 


Restrictions imposed by directive 5200.1 of July 8, 1957, on the 
availability of classified information to the General Accounting Office 
are discussed under “Information to Congress,” p. 142). 
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XII. DrcLasstFIcaTION 
A. FAILURE TO DECLASSIFY UNDER EXECUTIVE ORDER 10501 


In its report of July 1956, the subcommittee stated (H. Rept. 2947, 
84th Cong., 2d sess., p. 89): 


The Defense Department and its component branches 
are classifying documents at such a rate that the Penta - 
may someday become no more than a huge storage 
protected by triple-combination safes and a few es cre 
guards. Millions of documents each year are being added 
to the Defense Department’s classified files, and only a small 
fraction are being declassified annually. 


foal The stipulation in Executive Order 10501 ordering that 
en whenever practicable classified documents bear a date or 
— event for subsequent declassification is being almost totally 
mpo- ignored. Unless some operative system of declassification 1s 
neil developed in the near future, we may find ourselves completely 


walled off from our past historical achievements as well as from 
future progress in basic science. [Italic added.] 


. The Coolidge Committee, in its report of November 1956, corrobo- 
] rated the subcommittee’s findings (hearings, p. 2136): 
e Theoretically, overclassification can be remedied by de- 
classification. And Executive Order 10501 contains admi- 
— rable provisions relating to declassification. These provisions 
3261): are not, however, working satisfactorily. In only a few 
oan offices is declassification keeping up with the creation of current 
or classified material, and the backlog of classified information 
r created during and since World War II remains substantially 
ut untouched, in vaults, warehouses, and industrial plants. 
of [Italic added.] 
d Mr. Coolidge testified that 6 billion documents were classified 
during World War II alone, and that the rate of classification had 
roduet increased since then (hearings, p. 2025): 
keview Mr. Moss. Mr. Coolidge, I wonder if you have any idea 
as to the number of papers and documents classified each year 
in the Pentagon? 

Mr. Coo.ipee. | have been told, if my recollection serves 
ordine me right, that during World War II we classified 3 million 
vague linear feel, which is 2,000 documents to a linear foot, edgewise, 

and that it is running at a higher rate today. 

Mr. Moss. At a higher rate than during World War Il? 
ut Mr. Coouiper. Yes. [Italic added.] 
ae The Coolidge Conmiinintes recommended (hearings, p. 2140): 
ms 2i1.—Establish within the Office of the Secretary of Defense 
ili- (possibly within the office of the Administrative Secretary) 
ion | an official who would be responsible for establishing, directing, 

and monitoring an active declassification program both in the 
on the | Office of the Secretary of Defense and the military departments. 


g Office [Italic added.] 
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B. HARVARD LIBRARY 


The experience of Harvard University epitomized the frustrations 
experienced by scientists, historians, and other scholars seeking access 
to the wealth of information padlocked under obsolete security classi- 
fications. 

Harvard, during World War II, undertook important secret research 
for the Armed Forces. More than 10 years later, Harvard Univer- 
sity’s library still was saddled with a small mountain of classified ma- 
terial. As a result of Harvard’s dilemma, Chairman Moss appealed 
to Secretary Wilson on May 24, 1957, to find a solution. Mr. Moss 
wrote, in part (hearings, p. 3198): 


Officials of Widener Library, Harvard University, inform 
us that for more than a decade they have sought unsuccess- 
fully to have an accumulation of World War II research 
material declassified and disposed of. 

They report that the material occupies badly needed li- 
brary space equivalent to a room 100 by 70 feet, packed 

tightly from floor to ceiling. The cost of storage alone runs 
$1,200 a year. The classified material includes some in the 
vategory of ‘‘top secret.’”” Some material undoubtedly has 
been declassified, but library officials say they have no way 
of knowing which material that is. They estimate it would 
cost thousands of dollars to sort the documents. No one 
presently at Harvard has security clearance to look at the 
material which was accumulated during work on World War 
II projects sponsored by the Office of Scientific Research and 
Development. 

The material includes not only administrative and per- 
sonnel records, but also notebooks and reports of the scien- 
tists who did the work and cumbersome mockups constructed 
of plywood and other material. 

Harvard thus finds itself in a situation where it is burdened 
with the cost of storing and protecting secret material which no 
one at Harvard can look at and which Harvard can’t get declassi- 
fied, can’t return to the Government, can’t give away, and can’t 
burn. At the same time, material which would be of value to 
scientists and scholars is padlocked beyond their reach. [Italic 


added.] 


Chairman Moss referred to the recent appointment of Vice Adm: 
John M. Hoskins, as Director of Declassification Policy, and requested 
Secretary Wilson to use the Harvard situation as a pilot case for the 
solution of declassification problems at other universities and in 
Government warehouses. 

Assistant Secretary Snyder, in a reply dated July 18, 1957, promised 
immediate action, and sought to clarify Harvard’s questions about 
ownership, ne and declassification procedure. 

On July Douglas W. Bryant, associate director of the 
Harvard U eae Libr ary, informed the subcommittee that declas- 
sification efforts were underway. Mr. Bryant wrote, in part (hear- 
ings, p. 3200): 


We ge the effective interest you have taken in 
this problem, and we are grateful for the forceful action 
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which has resulted from your concern. Without your inter- 
vention, successful solution to the problem would have been 


Lions further protracted. 

eCeSs 

lassi- C. PROBLEM OF THE BACKLOG 

arch Mr. Coolidge testified that his Committee considered the problem 

‘iver- of the vast backlog of classified material going back to the Civil War 

| ma- or earlier, but decided that the problem was so big the solution would 

ealed have to be worked out by someone else (hearings, p. 2085): 

Moss Mr. Coouiper. * * * We talked a good deal about this 
backlog, and we decided it was a very, very difficult field on 

1 account of the mass of the documents involved, going back 

- even to the Civil War. And we decided that it was on the 

a very periphery of our responsibility, and we thought our 
responsibility ended when we urged recommendations de- 

- singed primarily to take care of the current load, to stop 

d that backlog growing insofar as it is humanly possible. But 

S we did not purport to make any recommendations as to 

e how to cure the damming up of all of this historical informa- 

Ss tion in the stored, classified documents, the so-called back- 

y log. I think it would be quite logical that one of the duties 

d of the official we recommend should be appointed here 

e would be to set up some machinery, either by declassifying, 

1e by dates, say, everything over 20 years. 

‘"d General Edwards also testified that the problem was too big for 

, the Coolidge Committee (hearings, p. 2086): 

r- General Epwarps. Well, we thought the problem was so 

n- big, and so vast, the whole question of declassification, consider- 

ed ing current and past, that we couldn’t go any further in our 
deliberations, in our thought about the matter, other than 

ed to recommend that some agency or some individual be set 

no up who would go into this thing exhaustively and come up 

si- with some answers for this thing. 

n't In other words, if we went into this deeply, and went out 

to and looked at some of these warehouses out in St. Louis 

lie and Kansas City, where they have tremendous warehouses 


loaded with stuff, we would never get a report in for a year 
» Adu or two, because the problem is that big. [Italic added.] 


quested General Edwards said that, if historians were consulted about the 
for the task, ‘“You would never get it done”’ (hearings, p. 2087): 


and in Mr. Mircuetu. Don’t you think that would be appro- 
riate for a panel of historians who are specialists in this to 
romised fe down the guidelines? 
General Epwarps. You would never get it done. The 
historian is looking at this thing from the viewpoint of the 


s about 


r of the historian. You destroy one document on a historian and he 
| declas- | has a fit; that is all. He thinks someday somebody might 
t (hear- | want to look at and read that thing. The last people in the 

world I would put on the business to go into the declassifica- 
, in tion would be a bunch of historians. You would never get 
tion rid of anything. They are afraid they are destroying 1 
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document that some research fellow 10 years from now is going 
to want. 

Mr. MitcHetu. We are not talking about destroying now. 
We are talking about declassifying all the stuff in the ware- 
houses, and so forth. 

General Epwarps. Well, it would still be. They would 
read each one of these documents, and then try to imagine just 
what use this document is going to be 15 or 20 years from now. 
They will find a use for it. [Italic added.] 


Admiral Fechteler proposed a “big bonfire” (hearings, p. 2087): 


Admiral Frecutrever. Probably the best cure is a big bonfire, 
but there you run into the historians. They don’t want to 
burn them. We discussed this business at great length, 
and I really think the only thing to do is just to turn them up 
wholesale. 

General Epwarps. And never look at them. 

Mr. Moss. That, in effect, would be a permanent classifica- 
tion of top secret. [Italic added.] 


D. DIFFICULTY OF FINDING THE “ORIGINATOR” 


The requirement that the original classifier consent to declassifica- 
tion is set forth in section 4 of Executive Order 10501, which states in 
part: 


(b) Non-Automatic Changes: The persons designated to 
receive requests for review of classified material may down- 

ade or declassify such material when circumstances no 
onger warrant its retention in its original classification 

ovided the consent of the appropriate classifying authority 
ins been obtained. The downgrading or declassification of 
extracts from or paraphrases of classified documents shall 
also require the consent of the appropriate classifying authority 
unless the agency making such extracts knows positively 
that they warrant a classification lower than that of the 
document from which extracted, or that they are not classi- 
fied. [Italic added.] 


This provision is implemented by directives and regulations of the 
Department of Defense and the Army, Navy, and Air Force (hearings, 
p. 2162). 

The difficulty of locating the “originator” was discussed with Mr. 
Coolidge who said sometimes the originating office has gone out of 
business (hearings, p. 2079): 


Mr. Coouiper. The problem frequently goes further. 
Because that office may be out of existence, and then ~ 
have got to find its successor. That is more complicated. 


Mr. Coolidge told the subcommittee he hopes the procedure will be 
changed (same page): 


Mr. Coouiper. * * * I think as a practical matter there 
are a great many papers which could be downgraded, or in fact 
unclassified, without the necessity of going back to the originating 
office. I think it depends a lot on the field where this infor- 
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mation is. If it is in the technical field, there will be a 

eater need to check with your technical people. If it is 
Seoed matters of policy, I would think there would be less 
need to check with the originating person. We would be 
hopeful, in implementing our recommendations, that a start 
be made by appointing this director, and that procedures be 
modified where you have to check back with the originating 
office. That would be one of the matters that would be 
thoroughly studied so that there would be discretion not to refer 
back to the original office. [Italic added.] 















E. FAILURE TO MAINTAIN AN ADEQUATE INFORMATION FILE 


The Coolidge Committee complained that the Defense Department 
fails to maintain an adequate file on what already has been made 
public. The Committee recommended that the Department compile 
a file— 


composed of unclassified items and information which is 
already public, where official confirmation would not be of 
substantial value to a potential enemy, even though it will 
require additional machinery to keep track of what informa- 
tion has been widely revealed (hearings, p. 2139). 


Mr. Coolidge told the subcommittee the Department should stop 
“this silly thing of trying to protect what already has been made 
public * * *” (hearings, p. 2081): 


Mr. Coo.ipar. * * * if it doesn’t involve classified mat- 
ters, or has been declassified before it was made public, I 
would say surely that ought to go in the file as being released, 
and we ought never to try to protect it thereafter. There 
may be flocks of those papers throughout industry and all 
over the place, which we should then follow up with some 
kind of a postcard notice saying they had been declassified, 
and not do this silly thing of trying to protect what has already 
been public, except in cases where there has been a leak, and we 
feel a confirmation of it would result in damage. [Italic added.] 
























F, DIRECTOR OF DECLASSIFICATION POLICY 





On March 22, 1957, Secretary Wilson signed Defense Department 
Directive 5105.12 creating the Office of Declassification Policy under 
the Assistant Secretary of Defense (Public Affairs). The directive 
— that the Director of Declassification Policy was responsible 
or— 








originating, directing, and monitoring an active declassifica- 
tion program within the Department of Defense in coopera- 
tion with its constituent departments and agencies (hearings, 
p. 3184). 


Secretary Wilson appointed Vice Adm. John M. Hoskins to the 
new job, and Admiral Hoskins took over on July 1 after a 40-year 
career in the Navy. 

Four and a half months later, on November 18, 1957, Admiral 
Hoskins appeared before the subcommittee. He said he had divided 
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his job into two tasks—cutting the backlog and preventing further 
accumulations of classified material (hearings, p. 3035): 


Admiral Hosxtns. * * * In organizing an office to per- 
form the functions set forth in our establishing directive, it 
was evident that our mission logically would be broken down 
into two general areas: (1) To reduce to a minimum the back- 
log of classified information which built up during World 
War II; and (2) to minimize further contributions to any 
future backlog. A current programs division was estab- 
lished and assigned the responsibility for programing de- 
signed to reduce the backlog. Responsibility for the other 
primary mission was assigned to a future programs division. 


Admiral Hoskins said, furthermore, that he had set up a special 
program aimed at declassification of technical information. 

Admiral Hoskins reported a “greatly changed attitude” and listed 
eight indications of progress (hearings, p. 3036): 


1. There has been substantial reduction in the number of 
people authorized to classify documents in all military de- 
partments. 

2. On October 11, 1957, the Air Chief of Staff sent to the 
chief of each office in headquarters and the commander of 
each air command a memorandum of great significance on 
the subject of downgrading and declassification of classified 
matter. I quote from an Air Force report: 

“These communications contained information regarding 
actions which have been taken by the Secretary of Defense 
to give greater emphasis to downgrading and declassification. 
Also they directed each addressee to initiate a thorough 
review of his instructions and procedures and take action 
wherever appropriate to insure downgrading and declassi- 
fication of information for which he is responsible. In 
addition, addressees were required to submit (1) a report 
describing their own instructions and procedures which 
they have established in implementation of Air Force policy 
(AFR 205-1), and (2) evaluation of the effectiveness of 
existing instructions.” 

3. All services report that increased pressure for reports 
of progress from higher authority is causing servicewide 
awareness of the many problems involved and attempts 
toward solution. Command action is emphasizing dangers 
of overclassification and unnecessary classification, and is 
calling for corrective action. 

4. Recent inclusion of questions on declassification in 
Army Inspector General’s checklist. 

5. Improvement in the “phased downgrading program 
guide” of the Navy Bureau of Aeronautics which now is 
disseminated to all Navy contractors and others. 

6. General drafts of implementing directives on declassifi- 
cation are being staffed in the various services. 

7. Joint Chiefs of Staff reports indicate additional effort 
throughout their organization to meet the spirit of the 
declassification program. 
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8. The Defense Science Board has under consideration a 
plan whereby scientific and technical information may re- 
ceive wider and more timely distribution to the scientific 
fraternity. 


G. AUTOMATIC DECLASSIFICATION OF BACKLOG 


Admiral Hoskins on November 18, 1957, told the subcommittee he 
expected that a directive setting an automatic date for declassification 
of the backlog of classified material would be ‘‘out soon” (hearings, 
p. 3041): 


Mr. Moss. What progress has been made on the proposal 
for an automatic declassification date to clean up the back- 
log of classified material? 

Admiral Hoskins. We have a directive in the staff now, 
sir, that would do just that. All three services fortunately 
have agreed. I say it is unnecessary to get their individual 
concurrence but I think it makes it stronger if we do get their 
concurrence. ‘They have concurred, except for minor word- 
ing, which is being ironed out now. J expect it to be out soon. 
[Italic added.] 


Admiral Hoskins testified that he expected there would be about 13 
exceptions to the automatic declassification date, such as war plans 
and antisubmarine warfare information. 
get a declassification date as close to January 1, 1946, as possible 
(hearings, pp. 3041-3042): 


Mr. Moss. Would the exceptions deal with a number of 
categories of information which they would desire excluded 
from the automatic declassification? 

Admiral Hoskins. Yes, sir. All of them, we have held 
them down, Mr. Chairman. I believe there are only 18 excep- 
tions. I was afraid we were going to have a lot more than 
that. 

Mr. Moss. Could you give us, just for purposes of illus- 
trating, an idea of some of those? 

Mr. Hoskins. I don’t have that with me. I would be glad 
to furnish it to you, sir. Off the cuff, I can give you, sir—for 
instance, war plans, which may still be of value securitywise. 
We leave in that category, as I recall it. Antiswbmarine 
warfare was ae up by the Navy as being one field we can’t 
downgrade yet. ‘Those are the only two I can recall right off 
the cuff, sir. 

Mr. Moss. Could you give us any indication of what dates 
are being considered for automatic declassification? 

Admiral Hoskins. That date isn’t firm yet. It won’t be 
until we get the directive signed—what we are shooting for, 
sir, is after World War II—as close to January 1, 1946, as 
possible. 

Mr. Moss. In other words, a date which would permit the 
most widespread declassification consistent with the require- 
ments of security? 

Admiral Hoskins. That’s right, sir. 


He said he was trying to 



























































































































124 AVAILABILITY OF INFORMATION 


Mr. Moss. Will the declassification include historical, in- 
dustrial, and scientific information? 

Admiral Hoskins. It will, sir, unless they come within 
those exceptions. [Italic added.] 


H. AUTOMATIC DOWNGRADING AT FUTURE DATE 


Admiral Hoskins said he had a subcommittee working on plans for 
requiring a classifier to mark on a document a specific date in the 
future when that document would be reviewed or automatically de- 
classified (hearings, pp. 3042-3043) : 


Mr. Moss. * * * . One of the recommendations made at 
the scientific panel before this subcommittee in March 1956— 
and actually one of the requirements of the Executive Order 
10501— is the fixing of some date for review or declassifica- 
tion at the time of classifying documents. 

What steps are being taken to require at the time of 
classification that a date be affixed either for the automatic 
downgrading or for a review to require an affirmative de- 
cision to continue classification? 

Admiral Hoskins. Mr. Chairman, the reason I took time 
out, sir, is that we have had a subcommittee working on that. 
Captain Egbert of my staff is here. It is still under study, 
sir. We hope to come up—that is, I think this opens a very 
good field where we can cut down at the source. If we can 
do that and make people go back and review and downgrade on a 
time basis or an event basis, I think we will begin to hit real 
pay dirt. 

Mr. Moss. I quite agree with you. I think it is highly 
desirable. [Italic added.] 


Admiral Hoskins said he was “quite sure” a plan could be devised 
to require downgrading from top secret to secret automatically after 
a period of time, such as a year or 3 years (hearings, p. 3043): 


Mr. Moss. Are you working on any proposal to require 
that this top-secret material, or any of the other categories, 
will be downgraded after, say, 3 years, to a lower category? 

Admiral Hoskins. Yes, sir; we are working on that now. 
I am quite sure we will come up with a plan to downgrade 
from top secret to secret within perhaps a year; the reason being, 
sir, it gets the same security protection in the secret category 
as it does in the top secret, but you do away with a tre- 
mendous administrative load by not having to inventory 
the top-secret ones once a month, which is time consuming 
and expensive. We think we can get around that, too. 

Colonel Hinxue. The current proposal is 3 years for top 
secret. [Italic added.] 


Admiral Hoskins said he expected to have a plan under whieks a 
classifier would explain his classification so that it will not be necessary 
to go back to him in the future for declassification (hearings, p. 3044): 


Mr. Moss. Are you working on a proposal to require 
= justification, for example written justification, on 
the use of top classifications? 
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Admiral Hosxtns. Yes, sir. We first came up with an 
idea of requiring the classifier to give a reason for each para- 
graph. We found that was going to be too much of an 
administrative chore. So our latest proposal, which I think 
we will come up with in the future, is that whoever classifies 
a document will add on a paragraph at the end of the docu- 
ment indicating his thinking, so that in the future it would 
not necessarily have to go back to him to be downgraded. 





I. SHARK REPELLENT SECRECY 






























The confusion sometimes engendered by the classification system 
is exemplified by the attempts to get declassified a report of attacks 
by sharks upon seamen. The problem was brought to the subcom- 
mittee’s attention by Dr. Hiden T. Cox, executive director of the 
American Institute of Biological Sciences. Dr. Cox testified that the 
restriction of information on shark attacks was discussed at a meeting 
on the development of shark repellents. 


Mr. Mitcuety. Can you conceive of why shark attacks 
should be classified?” 

Dr. Cox. I don’t know. This is a field into which we are 
going. Actually the meeting concerned a symposium that we 
propose to hold, a nonclassified symposium on, shall we say, 
the state of the art of shark repellents as of now. This will be 
held probably during this next year (hearings, p. 3522). 


The subcommittee asked the Navy the reason for classifying as 
security material a report of shark attacks upon seamen. (See 
exhibit VII-A, p. 209.) The Navy, which handled the report, 
explained: 


The report was classified secret at the time it was issued 
because it was the Allied policy during the war not to pub- 
lish any data pertaining to the damage or sinking of enem 
submarines or to any specific ships damaged or sunk, bo 
friendly and enemy. The report deals with shark attacks on 
survivors of a number of Navy ships and gives names, loca- 
tions, and dates and qualified for the classification secret 
under Executive Order 10-501. (See exhibit VII-B, p. 210.) 


After the subcommittee asked about the shark attack report, it was 
declassified. The report, which had been classified secret on grounds 
that it listed World War II events, detailed 69 cases of shark attacks 
upon human beings; 55 of the attacks occurred between 1907 and 
1940 and at least 5 of the remaining 14 attacks were covered in news- 
paper stores published prior to the report. The classified document 
also included an article entitled ‘“The Shark Situation in the Waters 
About New York,” taken from the Brooklyn Museum Quarterly of 
1916. 

J. INADEQUATE APPEALS PROCEDURE 









The need for high-level monitoring of the classification system was 
recognized when the security-classification directive, Executive Order 
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10501, was established. One section of the order sets up an appeals 
procedure. Section 16 states: 


Review To Insure Tuat Inrormation Is Nor 
IMPROPERLY WITHHELD HeREuUNDER.—The President shall 
designate a member of his staff who shall receive, consider 
and take action upon suggestions or complaints from non- 
governmental sources relating to the operation of this order. 


At the subcommittee’s request, Presidential Special Counsel Gerald 
D. Morgan reported in November 1956 on the appeal procedure’s 
operation during the previous 3 years. Mr. Morgan, among his other 
important legal duties, had been designated to handle classification 
appeals. He listed six complaints about security classification received 
since Executive Order 10501 went into effect in December 1953. 
Not a single complaint resulted in the freeing of information (hearings, 
pp. 2128-2130). 

Mr. Morgan also listed five complaints he had received about 
refusals of nonsecurity information. These complaints met the same 
fate as the security complaints—Mr. Morgan informed the complainers 
that the department involved did not want to give out the infor- 
mation. 

One of the complaints which Mr. Morgan handled is indicative of 
the attention which the President’s special counsel gave to his job of 
handling appeals. In July 1955, he was asked why Gen. Matthew B. 
Ridgway’s letter of retirement had been classified ‘Confidential’ 
one day after it had been printed in a newspaper. J. Russell Wiggins, 
then chairman of the Freedom of Information Committee of the 
American Society of Newspaper Editors, who wrote the inquiry, 
never has received a written answer to his letter. (See exhibit X, 
p. 238). 

XIII. Inrormation To ConGREss 


The Congress shall have the power to lay and collect taxes, 
duties, imposts and excises, to pay all debts and provide for 
the common defense and general welfare of the United 
States * * * to raise and support Armies * * * to provide 
and maintain a Navy; to make rules for the government and 
regulation of the land and naval forces * * * to make laws 
which shall be nec essary and proper for carrying into execu- 
tion the foregoing powers and all other powers vested by this 
Constitution in the Government of the United States, or in 
any Department or Officer thereof (Excerpts from Constitu- 
tion of the United States of America, article I, sec. 8). 


Congress, in order to carry out its constitutional responsibilities for 
providing the national defense, must have full information about the 
operations of the Military Establishment. 


A. DEFENSE DEPARTMENT DIRECTIVE 5400.4 


Defense Department Directive 5400.4 of March 22, 1957, purports 
to be an order to provide information to the Congress; the directive 
lists as its subject, ‘Provision of Information to Congress;”’ and under 
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section III, entitled “Policy,” paragraph A, it states (hearings, 
p. 2333): 


It is essential to the proper functioning of our Government 
that the Congress receive adequate information as to the 


programs and operations of the Department of Defense. 
(Italic added.] 


In paragraph C of that same section, however, the true impact 
of the directive becomes evident: 


C. It is the policy of the Department of Defense that no 
information shall be withheld from the Congress except in 
accordance with these regulations. [Italic added.|} 


Section IV of the directive is entitled ‘““Public Access.’’ This section 
states that information to the public is limited, (1) by security classi- 
fications; and (2) by restrictions imposed by “reference b’’—the 
administrative secrecy Directive No. 5200.6 which (hearings, p. 2333) 
says that the types of nonsecurity information to be withheld are 
“without limitation’’: 

IV. PUBLIC ACCESS 







It is the fundamental policy of the Department of Defense 
to make the maximum information available to the public as 
to its operations and activities. This policy is subject to the 
necessary limitations relating to (1) classification of official in- a 
formation in the interests of national defense pursuant to Exec- if 
utive Order 10501 and the Atomic Energy Act, as amended, 
as reflected in reference (a), and (2) restrictions on official in- 
formation which in the public interest should not be given gen- i 
eral circulation, as reflected in reference (b). Subject to these 4 
limitations, matters of official record are made available to 
persons properly and directly concerned pursuant to regula- 
tions published in accordance with reference (f). For exam- 
ple, procedures for obtaining official records of the Office of 
Secretary of Defense are set forth in reference (g). Most “4 
information not available to the public is made available to the a 
Congress, in confidence, in order to enable it to perform its 4 
functions. [Italic added.] 4 


Although section IV above states that “most information not 4 
available to the public is made available to the Congress,’”’ the directive gi 
also includes the following key section, number V, which in paragraph 

B states that the same “considerations” which bar public disclosure 4 
may “raise a question’? whether information should be given to the a 
Congress. In a self-serving manner, the directive claims such cases q 
will be “rare” (hearings, p. 2334). 
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B. In the rare case where the same considerations which " 
preclude making information public, raise a question as to Wy 
whether particular enformation requested may be furnished to a 
a Member or committee of the Congress, even in confidence, no a 
final refusal to furnish such information shall be made until aq 
such cases have been submitted to the Secretary of the military iq 
department concerned or to the Secretary of Defense. In most q 
cases, however, it may be possible to satisfy the request 4 
through some alternate means acceptable to the Member or 4 
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committee and to the Department, thus rendering unneces- 
sary any such submission. In the event this is not possible, 
and pending resolution of the question, the person testifying 
or responsible for replying to the request shall respectfully 
decline to furnish the information pursuant to the instruc- 
tions in this directive. The Assistant to the Secretary of 
Defense (Legislative Affairs) shall be kept informed with 
respect to any refusal to a Member or a committee of the 
Congress. [Italic added.] 


Nowhere, however, does the directive state what “considerations” 
for withholding from the public are applicable to withholding from 
Congress. 

Mr. Robert Dechert, General Counsel, Department of Defense, 
who was chairman of the departmental committee which drafted the 
directive, was questioned at length by the subcommittee at a hearing 
on April 10, 1957. 

The subcommittee sought to ascertain why restrictions on public 
access to information were included in the directive covering the 
availability of information to Congress. Mr. Dechert’s efforts to 
explain are illustrated in the colloquy with Congressman Fascell 
(hearings, p. 2195) where Mr. Dechert at first states that— 


there may be rare cases where the reasons which prevent a 
thing being given to the public will likewise prevent its being 
given to Congress— 


and then, a moment later, Mr. Dechert denies that the “‘same con- 
siderations’ which apply to withholding from the public also apply 
to withholding from the Congress: 


Mr. Fasceuu. Then, as I understand it, what this direc- 
tive says is that the Department of Defense shall have the 
same prerogative with respect to issuance of information to 
the Congress as it does with respect to information issued to 
the public. 

Mr. Decuert. No, sir; that is exactly what this directive 
does not say. This directive says that there may be rare cases 
where the reasons which prevent a thing being given to the public 
wil likewise prevent its being given to the Congress. We have 
emphasized that we believe those will be rare. You ask me 
if they would be identical. I say this directive indicates they 
are not identical, that there will be only rare cases where the 
same reasons will apply. Then we establish procedures to be 
sure that the judgment is correct, that it is a rare case, and 
that the matter is dealt with in as cooperative a fashion as is 
possible because, after all, we are all trying to run the Govern- 
ment and protect the United States. 

Mr. Fascetu. You are saying, as I understand it, in all 
cases where the Department of Defense decides information 
will be made available to the general public, it will in all cases 
be made available to the Congress? 

Mr. Decuerrt. Yes, sir. 

Mr. Fascetu. Then it will decide, over and above that, 
whether it will be made available to the Congress, using the 
same considerations under which it would have been made avail- 
able to the public in the first instance? 
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Mr. Decuert. No, sir. The considerations which have to 
be taken in mind when we are dealing with the Congress are 
these high policy considerations, which have been the subject, as aN 
I indicated a while ago, of debates in the Constitutional Conven- ih 
tion, and discussions in the whole history of the United States. 

Mr. Fascetu. In other words, you are sayin 4 

Mr. Decuert. But they are much more limited than the i 
ones that deal with the public. [Italic added.] i 


The subcommittee sought to have Mr. Dechert clarify exactly what 
information the Department claimed should be withheld from Con- 
ess. Mr. Dechert testified that the Department intended to give 
ongress whatever was “reasonably fair and proper’ and to with- 
hold “‘that which must historically be withheld” (hearings, p. 2186): 


* * * The intention of this directive is to emphasize over : 
and over again the fact we plan to give to the Congress all i 
that it is reasonably fair and proper to give and to withhold only 
that which must historically be withheld. (Italic added.] 


Mr. Dechert also cited “preliminary advice” (hearings, p. 2187): 


* * * Tf every piece of advice along the way, the initial advice, in 
the subsequent advice, from various people, had to be disclosed 
to the public eye at every point, this Government could never 2 
transact business. There are thousands and thousands of 
decisions made every day. Those decisions couldn’t be i 
made, or couldn’t be made at least with wisdom, if every q 
man consulted knew that the next day his preliminary and # 
other advice would be in the newspaper. 

The decisions would be less valid than they are now. 

Mr. Mitrcuetu. You haven’t answered my question. I 
asked you about the Congress and its committees. Hi 

Mr. Decuerrt. I am saying, as I have just now said, the 
principle that preliminary advice along the way is not for pub- 
lication applies to the Congress as well as everyone else. It 
applies to the conferences between you, as counsel, and the 
members of this committee. It applies to the conferences of fi 
the Supreme Court when they discuss a case. It applies to i 
the executive of any department [Italic added.] 











B. LACK OF AUTHORITY TO WITHHOLD 













The subcommittee also attempted to ascertain from Mr. Dechert 
exactly what authority the Department of Defense claimed for with- 
holding information from Congress. In the exchange between Mr. 
Dechert and Congressman Fascell, Mr. Dechert claimed the delegation 
of some kind of Presidential privilege (hearings, p. 2196): 


Mr. Fascetu. You are telling me, in effect, then, that the 4 
Secretary of Defense, arrogates unto himself the right of the 
Executive to decide at any given moment whether or not he shall 
make information available? 

Mr. Decuert. J think that is a harsh way to state it and 
produces incorrect results. 

Mr. Fascetu. I don’t mean to be harsh. You restate it. 
Mr. Decuert. The fact is that from the beginning of our 
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history each of the three great departments of Government 
has felt there are some things which should not be made 
available even to the other departments. The final authority 
for doing this is the head of each department. It is the Con- 
gress itself, rather than any one Congressman. I¢ is the 
President of the United States, rather than any employee of the 
Government; the Supreme Court as a whole rather than any 
one Justice of the Supreme Court. 

The President of the United States as a matter of getting 
work done has to delegate certain things. [Italic added.] 






Mr. Dechert repeatedly fell back on what he called historical 


Mr. Decuert. Page 271 of Madison’s Journal, shows 
Madison speaking, on July 17, 1787. He, himself, writing 
his journals makes this note as to what he then said: 

“Tf it be essential to the preservation of liberty that the 
legislative, executive, and judiciary powers be separate, it is 
essential to the maintenance of the separation that they 
should be independent of each other. In like manner a 
dependence of the executive on the legislative would render 
it the executive as well as the maker of laws; and then accord- 
ing to the observation of Montesquieu, tyrannical laws may 
be made that they may be executed in a tyrannical manner.”’ 

He, Madison, conceived it to be absolutely necessary to a 
well constituted republic that the two powers—that is, 
legislative and the executive—should be kept distinct from 
each other. There are other provisions in other sections of 
these debates that indicate that. 

Mr. Moss. The question that comes to mind is, What does 
that prove? [Italic added.] 


recedents and the “separation of powers” between the executive, 
egislative, and judicial branches of the Government. 
Madison’s Journal of the debates of the Constitutional Convention 
of 1787 (hearings, p. 2183): 


He cited 


Chairman Moss pointed out that historical precedents also can be 


cited to show how the President has yielded to Congress. 
Dechert, under questioning, modified his “separation of powers” 
argument by stating that the three branches of Government are a 
‘‘partnership” (hearings, p. 2199): 


Mr. Moss. * * * T amstill interested in this theory which 
apparently is being advanced with great vigor, that in this 
field of defense the Congress only exercises that part in the 
overall which the Executive desires it to exercise. 

Apparently you are now contending that the sole and 
absolute authority in this supposedly three-headed, coordi- 
nate, and equal system of Government is vested in the Presi- 
dent of the United States? 

Mr. Decuerrt. No, sir. 

Mr. Moss. This is in connection with a function where 
the Congress must undertake action if we are to have the 
function. Yet, you are telling me only the President and 
his agent, the Secretary of Defense, have the right to de- 


Mr. 
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termine it. And that whatever they decide, this Congress 
has to accept supinely. 

I can’t accept that as being a valid statement of the 
conditions as they are. The fact that you can give me prece- 
dents where a President has been successful in asserting the 
right to withhold doesn’t convince me, because again, I can cite 
the other examples where he has yielded. 

Mr. Decuert. I am afraid I was very inept in the use of 
language if you gained any such impression. 

I have been trying to indicate this is a partnership of three 
great branches of Govercumeeth each charged with certain 
responsibilities, no one of which wishes to infringe on the 
responsibilities of the other branches of Government, and 
no one of which wants to pass over its responsibilities to 
another. 

* * *« * * 

Congress provides the money, deals with these questions 
of legislation. This is in true sense a partnership, and 
each one of the partners must carry out his share. 

Mr. Moss. But a partnership, Mr. Dechert, can’t be suc- 
cessful if one partner is always dominant. 

Mr. Decuert. That is right. 

Mr. Fascety. Or withholding information from the other. 
[Italic added.] 


Nowhere, however, did Mr. Dechert show where the Constitution 
provides the executive branch with authority to withhold information 
from the Congress. ; 

Legal authority on the question of the availability of information 
is on the side of the Congress as set forth in section 798 (c) of title 18, 
United States Code, as added by section 24 (a) of Public Law 248 
enacted October 31, 1951 (65 Stat. 719), which reads: 


(c) Nothing in this section shall prohibit the furnishing, 
upon lawful demand, of information to any regularly con- 
stituted committee of the Senate or House of Representatives 
of the United States of America, or joint committee thereof. 
(See exhibit IX—E.) 

Mr. Dechert asked the subcommittee to see how the congressional 


information directive works before reaching a decision about it (hear- 
ings, p. 2186): 


Mr. Decuert. I asked a while ago, sir, that you give us 
the benefit of seeing how it works before you reach a final con- 
clusion. I am sure you will. You are known as a fair- 
minded gentleman. [Italic added.] 


C. SCIENTIFIC INFORMATION 





RECOMMENDATIONS 


Instances of the Department’s restrictive policies were immediately 
evident. In fact, on April 12, 1957, only 2 days after Mr. Dechert’s 
testimony, he took it upon himself under the new congressional infor- 
mation directive to refuse the subcommittee’s request for a number of 
documents including the unclassified statements of the research and 
development chiefs of each of the three military departments on ways 
to speed the flow of scientific information among the services. Mr. 


nae 














a 





































































132 AVAILABILITY OF INFORMATION 


Dechert testified that the documents were the type of information 
which should be withheld “‘if a responsible official so decides” (hear- 
ings, p. 2272): 


Mr. Moss. Mr. Dechert, were these papers classified by 
an “official use only” stamp? 

Mr. Decuert. No, they are not classified at all. 

Mr. Moss. They are the ones, then, that should be withheld 
in the public interest? 

Mr. Decuert. If a responsible official so decides. * * * 
[Italic added.] 


Mr. Dechert, chairman of the departmental committee which drew 
up the directive, ignored the directive’s clear requirement that no 
final refusal be made to Congress unless the Secretary of the Depart- 
ment makes the decision (hearings, p. 2273): 


Mr. Moss. Was this refusal taken ‘up with the Secretary of 
Defense and made at his direction? 

Mr. Decuert. No, this one was made by me and others of 
equal rank, in the absence of Mr. Wilson, under the delegated 
authority which we have. I have talked with Mr. Wilson 
about it. 

Mr. Mircnetu. Mr. Dechert, will you refer to Directive 
5400.4, paragraph V—B? 

Mr. Decuert. Yes, sir; I have it. 

Mr. Mircuetu. And I quote: 

“In the rare case where the same considerations which pre- 
clude making information public, raise a question as to 
whether particular information requested may be furnished 
to a Member or a committee of the Congress, even in con- 
fidence, no final refusal to furnish such information shall be 
made until such cases have been submitted to the Secretary of 
the military department concerned or to the Secretary of De- 
fense.”’ 

Mr. Decuert. Are you directing my attention to the fact 
that this decision was made by me instead of by Mr. Wilson? 

Mr. Mircuetu. This language to me means, as it states, 
that no final refusal to a committee of Congress or a Member of 
Congress will be made unless Mr. Wilson, the Secretary of 
Defense, personally—not a delegated official—makes the deci- 
sion. The question is, did he personally make this decision 
that we could not have these documents? 

Mr. Decuert. No. As I stated before, it happens Mr. 
Wilson was away this week, and you were pressing for an 
answer on this subject, and I thought rightfully so. 

To answer your question directly, sir, in the conduct of 
human affairs an executive has to delegate some things to 
his staff. I served as adjutant of an infantry regiment in 
World War I, and I often had to take responsibility for the 
colonel when he wasn’t there. [Italic added.] 


After the subcommittee challenged Mr. Dechert’s claim that he 
and those with the rank of Assistant Secretary had authority to refuse 
information to Congress, he agreed to consult Secretary Wilson on 
this point. Ina letter a few days later, on April 13, 1957, Mr. Dechert 
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reported that Secretary Wilson not only had delegated no such 
authority to Mr. Dechert but also had stated that the directive, which 
Mr. Dechert helped draft, meant what it said—that only the Secretary 
of the department determines a refusal to the Congress (hearings, 
p. 2275): 


Mr. Wilson said he intended a literal interpretation of the 
language just quoted from section V (B) of directive 5400.4, 
despite his legal right to perform many functions through the 
Assistant Secretaries of the Department who operate as his 
staff officers. He therefore plans to have any such con- 
templated refusals reviewed by the Secretary of Defense or the 
appropriate Secretary of a military department before any 
final refusal is given. [Italic added.] 





D. CORDINER REPORT 


The capricious withholding of information from the Congress was 
illustrated by the Department’s handling of the so-called Cordiner 
report. The report was prepared by the Defense Advisory Com- 
mittee on Professional and Technical Compensation, headed by Ralph 
J. Cordiner, president of General Electric Co. The committee was 
formed to find ways to retain qualified men and women as members 
and employees of the armed services. 

On December 31, 1956, Secretary Wilson, in a memorandum to each 
of three service Secretaries and the Chairman of the Joint Chiefs of 
Staff, stated (hearings, p. 2354): 


We have presented the Cordiner proposals to the President, 
and I would now like to validate fully and clearly the costs 
and savings that will stem from the Committee’s recommenda- 
tions so that we can process legislation. [Italic added.] 


About January 25, 1957, newspapers published details of the 
Cordiner Committee proposals including recommendations for pay 
increases to military personnel based on merit and performance 
instead of longevity. The stories were based on a document entitled 
“Highlights of a Modern Concept of Compensation for Personnel of 
the Uniformed Services,’’ Defense Advisory Committee on Profes- 
sional and Technical Compensation. ‘The 135-page document stated 
in the foreword (hearings, p. 2207): 


This pamphlet represents highlights of the study and 
conclusions of the Defense Advisory Committee on Profes- 
sional and Technical Compensation and a proposed modern 
concept of compensation for personnel of the uniformed 
services.” [Italic added.] 


Members of Congress received numerous questions from their con- 
stituents about the Cordiner proposals. But when Congressman 
James A. Haley of the Seventh District of Florida and other Members 
of Congress requested copies of the Cordiner proposals, the Depart- 
ment of Defense refused to make them avails, Congressman 
Haley discussed the matter on the House floor on February 18 and 
requested that the House Government Information Subcommittee 
investigate. The following day, Chairman Moss asked Secretary 
Wilson for an explanation for the refusals (hearings, p. 2354). 












































































134 AVAILABILITY OF INFORMATION 





Mr. Dechert, appearing before the subcommittee on April 10, 
defended the withholding on grounds that the material requested in 
February was a “preliminary staff study’ which would be changed 
before it became “‘final’’ (hearings, p. 2201). 

Under questioning, however, Mr. Dechert stated that “anyone” 
who had requested a copy of it around January 25, 1957, would have 
received it (hearings, p. 2204): 

Mr. Decuurt. Well, Mr. Moss, the fact is that on January 
25, a newspaper article contained a lot of information about 
it. But by that time, there was a printed, yellow-bound 
publication, which had been given to the majority and minor- 
ity members of the Senate and House Armed Services Com- 
mittees that had dealings with this particular subject, and 
which had been circulated for background information. 

When one newspaper published it, in all fairness it was 
deemed that all other newspapers ought to have the same 
right. ' 

Mr. Moss. Now, that is right where you and I are having 
that problem. 

It was deemed fair at that time, to give to everyone but the 
Members of Congress? 

Mr. Decuert. No, sir. If you had asked for it that day, 
you would have received it like everyone else. Mr. Haley and 
you asked for it after the decision had been made that it was in- 
advisable to authorize further circulation of it. 

Mr. Mrrcnxtu. Oh, if Mr. Haley had asked at the time it 
was in the press, he would have gotten it? 

Mr. Decuert. Anyone could have gotten it. [Italic added.] 


In the third step of the Department’s on-again, off-again withhold- 
ing policy, Mr. Dechert testified on April 10 that the document in 
question was again available to Members of Congress, even though it 
was not the so-called “‘final’’ report ¢hearings, p. 2203): 


_Mr. Mrircuetu. Is the Congress of the United States en- 
titled to that first document? 
Mr. Decuert. Right now, yes. 


Mr. Dechert, in his effort to explain the confusion over the avail- 
ability of the Cordiner report, testified that changes were made in 
the report which had been the basis of the press stories of January 25. 
He denied, however, that the changes were made by the military de- 
partments themselves after the budgetary effects of the recommenda- 
tions were evaluated (hearings, p. 2203): 


Mr. Moss. Let’s get the difference between the first and 
the second documents. The difference is because of 
further meetings of the Cordiner Committee as such, and 
the changes made by the Cordiner Committee. 

Mr. Decuert. I believe that to be so. 

Mr. Moss. They were not changes made by the service depart- 
ments? 

Mr. Drecuert. No, sir. They were made by the Cordiner 
Committee. 

Mr. Mircuriu. Does the Department of Defense have the 
right to suppress these original recommendations until they 
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have been examined and amended by various agencies despite 
the fact that such a report is issued over the name of a group 
of non-Government experts? 

Mr. Decuert. Mr. Mitchell, I resent the use of your 
word “‘suppress.’”’ We are trying together to reach con- 
clusions. What you are asking me is whether the Department 
of Defense has the right to say that it will not give out a docu- 
ment prepared by the staff of a commission because it believes 
that to do so would be hurtful to the members of armed services 
and perhaps the public. 

And I say they do have the right. [Italic added.] 


To add to the confusion, Brig. Gen. Clarence J. Hauck, Jr., 
Assistant to the Secretary of Defense, wrote Chairman Moss on 
February 28, 1957, that the report should not be made available to 
Congress until after the Department of Defense framed its recom- 
mended legislation and obtained approval of the Bureau of the 
Budget (hearings, p. 2355): 


As soon as the work of the Department of Defense with re- 
spect to the Cordiner Committee has been completed, it is 
expected that recommendations for legislation, after clearance 
with the Bureau of the Budget, will be submitted to the Con- 
gress. Manifestly, until that point is reached, if the committee 
report is opened up for discussion, both the Congress and the 
Department of Defense will be subjected to speculations and 
questions with respect to proposals which may never be rec- 
ommended or considered by the Congress. [Italic added.] 


If additional evidence is needed to show how the Department’s 
broad, administrative secrecy policies are, in fact, applied to informa- 
tion for Congress, General Hauck put it clearly on the record in another 
letter written to Chairman Moss on April 5, 1957. General Hauck 
cites section IIT, A3f, of the June 1954 administrative secrecy directive 
(5200.6) which is identical to section IV, C6, of the new March 1957 
administrative secrecy directive (also 5200.6) now in effect. General 
Hauck, in a reference to the move by the Department’s press branch 
to make the Cordiner report available, wrote (hearings, p. 2357): 


* * * This action was taken without the express au- 
thority of the Secretary of Defense and was of course contrary 
to established Department of Defense policy pertaining to 
the release of preliminary ws ‘uments (DOD Directive 5200.6, 
June 1, 1954, sec. IIT ASf). It was discontinued when 
brought to the attention ‘of the Secretary of Defense, since 
the Cordiner Committee report itself would shortly become 
available and might differ in a number of respects from 
the preliminary staff study. As I explained in my letter of 
February 28, 1957, the same pelicy precluded furnishing copies 
of the preliminary report to Congress. [Italic added.] 


After questioning Mr. Dechert at length on the handling of the 


Cordiner report, Chairman Moss made the following observation 
(hearings, p. 2208): 


Mr. Moss. From all of this exchange, the only conclusion 
I can draw is that it was fell that the Congress could not be 
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trusted, or the individual Members, to exercise sound judgment 
in differentiating between that of a preliminary and that of a 
final nature, and to protect themselves from the possibility of 
error the Secretary determined that they alone among many 
should not be permitted access to the document. [Italic 
added.] 

E. OSR FILES 


On June 11, 1957, the subcommittee requested that Secretary 
Wilson arrange for security-cleared subcommittee staff members to 
have access to the full details of action taken by the Office of Security 
Review, Department of Defense, on specific speeches, articles, and 
other information material. 

Chairman Moss stated in his letter to Secretary Wilson (hearings, 
p. 3219): 


Access to these detailed accounts is necessary to study 
charges that the Department of Defense has imposed 
“policy censorship” upon the military services, using the 
excuse of military security. 


The subcommittee requested access to the records of action on 35 
matters, including material submitted for clearance by the Depart- 
ment of Defense from non-Government sources. 

On June 19, 1957, the subcommittee requested access to records of 
the actions taken by the Office of Security Review on two other specific 
matters—a speech delivered by Brigadier General Ostrander on 
August 2, 1956, in New Orleans, La., and a review in Armor magazine 
of a Civil War book originally published in 1879 (hearings, p. 3221). 

On June 28, 1957, Assistant Secretary Snyder replied (hearings, p. 
3221) that both matters had been cleared by the Office of Security 
Review. He did not, however, reply to the subcommittee’s request 
for access to the records. And Mr. Snyder made no mention what- 
soever of the subcommittee’s request of June 11 for access to the 
records on 35 other specific matters. 

On July 3, 1957, Chairman Moss informed Secretary Wilson that 
Mr. Snyder had failed to reply to the subcommittee’s request for 
access to the records on General Ostrander’s speech and the review 
of the Civil War book (hearings, p. 3222): 


I would appreciate it if you would please give the sub- 
committee a definite answer to this request. 


In a reply of August 12, 1957, Mr. Snyder refused to grant the 
subcommittee access to the records of action on General Ostrander’s 
speech and the review of the Civil War book on grounds that con- 
rressional access to such information was “‘incompatible with the pub- 
ic interest and the proper preservation of the separation of powers” 
(hearings, p. 3223): 


The files of the Office of Security Review generally contain 
information respecting communications between members of 
the Department of Defense, and, in many cases, between such 
members and representatives of other agencies of the 
executive branch, which are merely advisory of preliminary 
in nature and which do not represent any final official actions. 
As you know, since President Washington’s time, general 
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access by congressional committees to such material has 
been denied under the principle that such access was incom- 
patible with the public interest and the proper preservation of 
the separation of powers among the three great branches of 
the Government. Accordingly, Secretary Wilson has asked 
me to advise you that the request for access to these files 
is respectfully denied. [Italic added.] 


Mr. Snyder still ignored the subcommittee’s request of June 11 for 
access to information on the 35 specific matters, and Chairman Moss 
renewed his request to Secretary Wilson (hearings, p. 3223). 

On September 27, 1957, Mr. Snyder replied with a refusal, quoting 
the paragraph above from his previous letter (p. 3225). 


F. MAY 17, 1954, LETTER 








2947, p. 90): 


The most flagrant abuse of so-called legal authority is the 3 
misuse of the May 17, 1954, letter from the President to the 4 
Secretary of Defense at the time of the Army-McCarthy a 
controversy. Regardless of the questionable legal basis of 4 
the Attorney General’s memorandum on which the President 
acted, the letter was, by its very terms, a specific instruction 
to the Secretary of Defense for a specific purpose and to a 
specific committee of the Senate. It seems inconceivable "4 
that 19 Government departments and agencies would cite q 
this letter as a shadowy cloak of authority to restrict or with- a 
hold information from the Congress and the public. This a 
flimsy pretext of so-called legal authority only serves to 4 
demonstrate to what extent executive departments and a 
agencies will go to restrict or withhold information. i 


(The President’s letter of May 17, 1954, and the accompanying 
oe of the Attorney General are printed in the hearings, 

. 1981, ff.) 
? On October 9, 1956, the subcommittee forwarded its finding to 
President Eisenhower with a request for a copy of the explanation of 
the letter’s use which he promised at a press conference on September 
27, 1956 (hearings, p. 1987). 

On October 26, 1957, Gerald D. Morgan, Special Counsel to the ‘f 
President, answered for the President, in a letter to Mr. Clark R. a 
Mollenhoff, Des Moines Register and Tribune, who had raised the 
questions at the September press conference. Mr. Morgan cited a a 
statement by President Eisenhower at a previous press conference—on j 
July 6, 1955 (hearings, p. 1988): 


If anybody in an official position of this Government does " 
anything which is an official act, and submits it either in the 
form of recommendation or anything else, that is properly a : 
matter for investigation if Congress so chooses, provided the q 
national security is not involved. [Italic added | if 


Mr. Morgan, discussing the May 17 letter, stated: ‘ 


In so writing to Secretary Wilson, and in further amplify- 
ing these principles, the President was exercising a right, which 


i 
In its report of July, 1956, the subcommittee stated (House Rept. ad 
fi 
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is his, and his alone, to determine what action is necessary to 
maintain the proper separation of powers between the executive 
and legislative branches of the Government.” [Italic added.] 


Mr. Morgan, in the same letter, made it clear that every public 
official was not free to invoke the claim of Presidential privilege to 
withhold from the Congress (hearings, p. 1989): 


An employee is not free merely to exercise his own dis- 
cretion but in the final analysis information will be with- 
held only when the President or agency heads acting under 
the President’s authority or instruction determine it is 
contrary to the public interest to disclose it. 


Despite the apparent limitations which the President and his 
special counsel placed upon the use of the May 17, 1954, letter, officials 
of the executive branch have continued to broaden its application, 

On September 28, 1957, Senator Harry F. Byrd of Virginia, a 
member of the Senate Armed Services Committee, asked Secretary 
of the Army Wilber M. Brucker for seven items of information about 
the Army’s so-called riot-training order, including a copy of the order 
itself (hearings, p. 3301): 















As a member of the Armed Services Committee of the 
United States Senate, I ask you to give me promptly the 
oe information: 

Upon what authority was the stepped-up riot-training 
pee issued and who signed it? 

2. A full copy of the order show ing the date and to which 
units the order was sent, with the names of the command- 
ing officers. 

In what States were the units located to which the order 
was sent? 

4. How many soldiers are attached to the units to which 
the order was sent? 

5. In what areas of the country was rioting regarded as a 
possibility and thus justification for the order? 

Giver a full explanation as to what special training is 
a olved in what is termed “‘stepped-up riot training.” 

Has such an order ever before been issued since the days 
of Recousiews tion and, if so, when? 


Harry F. Byrn, 
United States Senate. 
On October 4, Secretary Brucker replied, citing the May 17 letter 
as grounds for refusing each of Senator Byrd’s seven requests 
(hearings, p. 3301): 


















With respect to your request contained in your telegram 
dated September 28, please be advised that the release of the 
requested document is governed by the general principles 
set out in the President’s letter to the Secretary of Defense 
dated May 17, 1954. J believe that under the present circum- 
stances, “it would be incompatible with the public interest’? to 
disclose the contents of this document. Moreover, I revoked 
the document which you have requested the day after it was 
issued and prior to its implementation. 
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The additional information which you requested is so closely 
related to the basic document that I feel its disclosure is also 
within the purview of the directive referred to above. 


[Italic 
added.] 


A week later, Secretary Brucker reversed his stand, however, 


and made copies of the Army order available to Members of Congress 
and the public (hearings, p. 3303). 


G. PRESS DESK RECORDS 


On June 7, 1957, the subcommittee wrote to each of three service 
Secretaries requesting access to the daily record of inquiries received 
and replies given at the press information desks of the Army, Navy, 


and Air Force in the Pentagon. The requests state (hearings, 
pp. 3212-3213): 


The subcommittee will appreciate your making these 
daily records available so that the staff can obtain a firsthand 
observation of the type and volume of queries received and 
the action taken on them during a recent period of time, 
such as the past 2 or 3 months. [Italic added.] 


Each of the three services replied that the request had been for- 
warded to Assistant Secretary Snyder since he had administrative 
jurisdiction over the press information desks of the services. Rear 
Adm. E. B. Taylor, Navy Chief of Information, said, for instance, 
that as far as he was concerned, the press desk records would be 
available to the subcommittee staff for study (hearings, p. 3214): 


“In reply to your letter of the 7th of June, I wish to 
advise you that the Navy Department is always most happy 
to assist your committee in its study of the availability of 
information from the armed services. 

Although the Navy press desk referred to in your letter is 
under my supervision, it is administratively under the con- 
trol of the Assistant Secretary of Defense for Public Affairs. 

I am therefore referring your letter to his office. 

Subject to the concurrence of the Secretary of Defense, J 
will be most willing to make the daily records of press inquiries 
available for study by your staff.” [Italic added.] 

The subcommittee never received a written acknowledgment or 
answer from Mr. Snyder. 

When the subcommittee staff called upon Mr. Snyder on November 
13, 1957, for access to the records as requested by the subcommittee, 
Mr. Snyder refused to make available the records for even a single 
day’s operations. At no time did the subcommittee or its staff 
request access to interoffice communications or other so-called internal 
documents; the specific request was for access to the daily record kept 
by each press desk, listing the queries received from the public press 
and the official replies given in response to those queries. 

When Mr. Raven appeared before the subcommittee on November 
18, 1957, he was questioned about his refusal to make the records 
available to the staff. Subcommittee members understood from Mr. 


Snyder’s testimony that he would grant the request for access (hear- 
ings, pp. 3107, 3112). 


5 


2 aa 
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As a result, on December 4, 1957, Mr. Snyder was asked to set a 
convenient date for inspecting the records (hearings, p. 3215). 

Instead of complying with the subcommittee request for access—an 
action which would have caused no inconvenience to his office—Mr, 
Snyder directed the Chief of the News Division of the Department of 
Defense to look through the recorded queries and answers. In a 
letter dated December 5, Mr. Snyder forwarded to the subcommittee 
a memorandum from the Chief of the News Division, listing 23 queries 
and answers for October 10, 1957. 

The memorandum failed to show whether the queries were received 
initially by the Army, Navy, Air Force, or Department of Defense 
press desk and referred from one desk to another, and whether they 
were answered by the Army, Navy, Air Force, or Defense Department 
press desk. There is no way to ascertain, from the memorandum, 
whether the queries were in fact all received and answered on October 
10, or whether some of the replies were in response to queries submitted 
on some previous day. The memorandum did not indicate whether 
the list of recorded queries and answers was complete or whether those 
listed were the actual queries and replies or merely paraphrased 
versions. 

On January 10, 1958, Chairman Moss wrote Mr. Snyder (exhibit 
VIII, p. 211): 


When you were called on during the November 18 hear- 
ing to explain your attitude publicly, there appeared no 
doubt that you agreed to grant subcommittee access to the 
records. I refer particularly to the testimony on page 3113: 

“Mr. Moss. Let’s put it perfectly straight on the record, 
as | understand it. You can correct meiflamwrong. The 
request was a general request. You asked for specifics in the 
request. Finally Mr. Southwick informed you ‘All right, 
let’s take this date.’ But it was not that Mr. Southwick 
came to you and asked for that particular date, rather that 
you insisted upon a more specific request, far more specific 
than was included in my letter to you. 

“Secretary Snyper. Well, that is correct, Mr. Chairman. 
The original concept as I got it was just the access to the 
papers generally. We recognize your interest; it is a perfectly 
proper interest, in the handling of queries. That was the 
reason we suggested Mr. Archibald come over at that 
time—NMr. Schooley did on my behalf. 

“We certainly have nothing to hide insofar as our providing 
the information that these reporters and other people covering 
the Pentagon ask for.’’ [Italic added.] 


Chairman Moss informed Mr. Snyder that the reply of December 5 
was “entirely unsatisfactory”’: 


This material is an entirely unsatisfactory reply to the 
subcommittee’s request for access to the press desk records 
themselves. The subcommittee, in its study of the avail- 
ability of information, wants to see the actual requests made 
by the public press for information and the actual public, 
official replies made by the Army, Navy, Air Force, or Depart- 
ment of Defense, as the case may be—not a conspectus prepared 
by a member of your organization. 
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I hereby — you state unequivocally whether you will 
arrange for subcommittee access to the daily press desk records 
of the Army, Navy, and Air Force as originally requested in 
my June letters, for the dates which the subcommittee may 
decide are pertinent. [Italic added.] 


Mr. Snyder, in a reply dated January 30, 1958, said that he had not 

romised ‘‘to grant general access to the files of the Department of 

iene * * *” (exhibit VIII, p. 211). Mr. Snyder insisted that 
he had supplied the information which the subcommittee wanted: 


Thus, despite your impressions to the contrary, you have 
been furnished with the actual queries and replies as you 
requested, to the extent it is humanly possible to do so.” 
[Italic added.] 


Mr. Snyder, however, ignored the subcommittee request that he 
“state unequivocally” whether he would arrange for access to the 
press desk records as requested in June, for any dates which the 
subcommittee may decide are pertinent. 

Mr. Snyder, in his elaborate circumvention of the subcommittee’s 
request, cited no authority for denying direct access to the recorded 

ueries and answers. In his January 30, 1958, letter, he implied that 
the subcommittee was seeking “general access to the files of the 
Department of Defense,’’ which, of course, would be a far-fetched 
distortion of the subcommittee’s simple request. 

(For a discussion of how Mr. Snyder’s failure to honor the request 
has hindered the subcommittee’s appraisal of his press information 
services, see the section in this report on “Public Information Serv- 
ices,”’ p. 146.) 


H. MISSILE AND SATELLITE INFORMATION 


The subcommittee, during its study of restrictions on information 
about missiles and satellites, requested certain facts from Maj. Gen. 
Donald N. Yates, commander of the Air Force Missile Test Center 
at Cape Canaveral, Fla. (See p. 89.) The material was not sent 
to the subcommittee directly; instead, it was “‘coordinated”’ through 
Mr. Snyder’s office and then transmitted to the subcommittee. 

As a result of these indications that information for the Congress 
was being controlled by Mr. Snyder, the subcommittee asked Maj. 
Gen. Joe W. Kelly, Director of Legislative Liaison for the Air Force, 
what instructions he had been given to clear congressional information 
through Mr. Snyder. 

In a letter dated April 4, 1958, General Kelly answered that 2 
written memorandums and 1 verbal instruction directed him to clear 
congressional requests about the Air Force Missile Test Center with 
Mr. Snyder. (See exhibit [X—F, p. 235.) One memorandum referred 
only to press coverage of activities at the Air Force Missile Test 
Center. (See memorandum effective March 3, 1958, exhibit VI-K, 
p. 206.) The other memorandum set up a system for release of infor- 
mation to the press and closed with the cryptic sentence that the 
“Department of Defense will be consulted by the missile test center 
concerning the reply to any inquiry not covered by this memorandum.” 
(See exhibit Ix_f. p. 235.) 
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In answer to the subcommittee’s request for verbal orders he had 
received to clear congressional information with Mr. Snyder, Genera] 
Kelly wrote that (exhibit [IX-F, p. 235): 


* * * immediately following receipt of the October 25, 
1957, memorandum referred to above, J received verbal instruc- 
tions from the Office of the Assistant Secretary of Defense 
(Public . Affairs) to coordinate all replies to Congress concerning 
activities at the Air Force Missile Test Center with that office. 
The wording of this verbal instruction was simply to the 
effect that all replies to congressional requests for informa- 
tion relate to missile activities at that Aw Force installation 
would be coordinated with the above-named office. [Italic 


added. | 


Following publicity about General Kelly’s letter disclosing he had 
received verbal orders to clear all information to Congress about 
Cape Canaveral through Mr. Snyder’s office, the subcommittee re- 
ceived an additional letter from General Kelly stating he was not 
under orders to clear Cape Canaveral information for Congress with 
Mr. Snyder. (See exhibit [X-G, p. 237.): 


With regard to my letter to you of April 4, 1958, I should 
like to emphasize that my references to procedures employed 
by this office and instructions received, concerned those 
dealing with public information activities and not the over- 
all Air Force missile program * * *. 

There is, nor has been, no requirement, oral or written, that 
all Air Force missile information must be cleared by Mr. 
Snyder. [Italic added.] 


I. RESTRICTIONS ON THE GENERAL ACCOUNTING OFFICE 


An example of the Defense Department’s creeping restrictions on 
the availability of information to Congress is illustrated by provisions 
in Defense Department Directive 5200.1 affecting the General Ac- 
counting Office—an arm of Congress, serving as the “watchdog” 
responsible for keeping the Congress informed on Federal expendi- 
tures. 

Part 4, III, D, of the directive, covers the availability of classified 
information to the General Accounting Office and requires the GAO 
to establish a ‘“‘need-to-know”’ for access to the information. Sub- 
sections (a) and (6) separate the information into two categories— 
“sensitive areas’ and “other areas.’”’ Subsection (a), dealing with 
“sensitive areas’’ states that the GAO should not have frequent need 
for access to such information (hearings, p. 3251): 


(a) Access to sensitive areas of classified defense informa- 
tion.—There should be no frequent need for personnel of the 
General Accounting Office to inquire into such sensitive areas as 
plans or policies which are the basis for determination of require- 
ments concerning the number and disposition of units, arma- 
ment of units, numbers of personnel, etc. When such needs do 
arise, the General Accounting Office will make arrangements 
for access with the office of the Secretary of the military 
department or head of other Department of Defense agency 
involved. [Italic added.] 
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Subsection (5) states that Secretaries of the Military Departments 
and heads of other Defense Department agencies shall determine 
whether the GAO has met the “‘need-to-know” requirement for access 
to information: 


(b) Access to other areas of classified defense information.— 
The echelon for determination as to whether the need-to- 
know requirement has been met for access to other areas of 
classified defense information shall be prescribed by the 
Secretaries of the military departments and heads of other 
Department of Defense agencies for their respective areas of 
jurisdiction. However, if any questions arise as to classified 
defense information falling within the need-to-know area 
which cannot be settled locally, provided local determination 
has been authorized, they will be forwarded to the Secretary 
of the military department or to the head of other Depart- 
ment of Defense agency involved for settlement.” 


The directive states that the Comptroller General had agreed to the 
procedures laid down for access by the GAO to classified information 
(hearings, p. 3251): 


The Comptroller General of the United States has agreed to the 
procedures set forth in this section. Therefore, representatives 
of the General Accounting Office, pursuant to the require- 
ments set forth in appendix (3), may be granted access to 
classified defense information originated by and in the 
possession of organizations of the Department of Defense 
when all of the following conditions have been met. (The 
directive then lists the provisions referred to above—italic 


added. ) 


On October 14, 1957, the subcommittee brought the new directive 
to the attention of Comptroller General Joseph Campbell and asked 
whether he had, in fact, agreed to the restrictions imposed by the 
Defense Department directive and requested his views on the specific 
provisions. 

In his reply of November 20, 1957, Mr. Campbell stated (exhibit 
IX-A, p. 215): 


The General Accounting Office did not agree to part 4, 
IlI.D, of Department of Defense Directive 5200.1, dated 
July 8, 1957. The Department of Defense did not discuss 
the section with any of our officials prior to the issuance of 
the 1957 directive. 


Mr. Campbell explained that the General Accounting Office had 
agreed, however, to similar provisions in a 1953 directive with the 
stipulation that the agreement, based on conditions of February 1953, 
was temporary. 

Mr. Campbell reported: 


There has been a broad expansion and rapid acceleration 
of our comprehensive audit coverage of defense programs in 
the past several years. As a result, our need for access to 
classified security information has expanded considerably. We 
estimate that as much as 80 percent of the activity areas in 
which we are currently devoting our primary efforts involve a 
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need for access to classified security information. This is in 
contrast with an estimated 20 percent of the cases under our 
prior audits. We now require access to classified informa- 
tion in a substantial part of our work, whereas 5 years ago 


we had considerably less occasion to use such information. 
[Italic added.] 


Mr. Campbell explained that directive 5200.1 was “incompatible” 
with GAO’s increased duties and that the ‘“need-to-know” procedure 
resulted in “inordinate delays” in access to information: 


Department of Defense Directive No. 5200.1, dated 
July 8, 1957, is incompatible with our increased audit efforts 
in areas involving classified information and the extent to 
which we currently have a need for classified information. 
Similarly, any arrangement which requires determinations 
by the various echelons within the military departments on 
the so-called need-to-know requirements only results in 
inordinate delays without providing additional safeguards. 
[Italic added.] 


* * * * * 


Although the existing arrangements for access to classified 
security information have been generally adequate—there 
have been only isolated instances of refusal of access by 
departments or field commanders—these arrangements have 
entailed considerable inconvenience to both our representa- 
tives and those of the departments. We have been frequently 
delayed in the accomplishment of our objectives. Even when 
requirements for clearance at the secretarial level have been 
met, determinations have been made which were inconsistent 
with the intent of the 1953 directive. In our opinion the 
present directive will continue to be subject to misinter- 
pretation until departmental regulations give complete and 
full recognition to our need for all information pertinent to 
matters under examination by us. 

We do not believe that continuation of the “sensitive 
areas” category is desirable or necessary in terms of protec- 
tion of the interests of the United States. It has operated 
in a manner which impairs the efficient accomplishment of 
our audit responsibilities, and on one occasion prevented us 
from performing our statutory responsibility. The “need 
to know” theory in relation to our audits is largely academic. 
There always is need to know all information which is rele- 
vant to the areas of audit interest. In answer to the ques- 
tion on page 2, paragraph 3, of your letter, it is not possible 
for our auditors or investigators to determine beforehand all 
specific information they will need to know. 


As a result of the subcommittee’s inquiry, Mr. Campbell said he 
had requested the Secretary of Defense to eliminate the restrictions 
imposed upon GAO: 


In view of the inadequacy of Department of Defense 
Directive No. 5200.1, dated July 8, 1957, from the stand- 
point of our needs for access to classified security informa- 
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tion, we have today requested the Secretary of Defense to 
amend these regulations to provide for generally unrestricted 
access by our representatives to such information. 


The subcommittee, on December 9, 1957, asked Secretary of 
Defense Neil McElroy to report what action he would take in view 
of the Comptroller General’s complaints (exhibit [X—B, p. 219). 

Deputy Assistant Secretary of Defense Stephen S. Jackson replied 
on January 8, 1958, that the matter was under study (exhibit [X-B, 

, 219). 

, Hearing nothing further from the Defense Department, the sub- 
committee obtained from the Comptroller General a copy of the 
draft directive under study. An analysis of the draft disclosed a 
paragraph implying that GAO representatives would negotiate to 
correct deficiencies which they uncovered rather than reporting the 
deficiencies to the Congress. The draft also substituted, for the 
previous ‘‘need to know” criterion for GAO access to information, 
the requirement that the information must be “relevant” to the par- 
ticular investigation underway. 

In answer to a further inquiry from the subcommittee, the GAO 
agreed to remove from the draft directive the provision on reporting 
deficiencies to the Congress. At the time of this report there was 
still under discussion between the subcommittee, other House com- 
mittees and representatives of the GAO and the Defense Department 
the question of the effect of “relevancy” and other items such as 
clearance of GAO representatives and transmission of classified infor- 
mation to the Congress. (See exhibit [IX—C, p. 221.) 

The clear statutory authority of GAO to investigate executive agen- 
cies with full access to all information is set forth in a staff study which 
has been transmitted toGAO. (See exhibit [IX—D, p. 228.) 


XIV. Pusiic’ InrormMation_SERvVICES 
A. ASSISTANT SECRETARY OF DEFENSE (PUBLIC AFFAIRS) 


After the resignation of Robert Tripp Ross as Assistant Secretary 
of Defense (Legislative and Public Affairs), the position was split 
into two. Deputy Secretary of Defense, Reuben B. Robertson, Jr., 
in a memorandum dated February 21, 1957, established the separate 
position of assistant to the Secretary of Defense (Legislative Affairs) 
to handle congressional liaison. Mr. Murray Snyder thereafter took 
over as Assistant Secretary of Defense (Public Affairs). 

On August 17, 1957, Secretary Wilson issued revised Department of 
Defense Directive 5122.5 setting forth the responsibilities of the 
Pentagon’s top information job (hearings, p. 3269 ff). 

This directive, combined with the Department of Defense Directive 
5122.2, “Functions of the Office of Security Review,” and other 
directives and regulations, apparently makes the Assistant Secretary 
of Defense (Public Affairs) the control point for the release and censor- 
ship of virtually all information from the Military Establishment. 
Censorship functions of the Assistant Secretary are discussed in the 
section on ‘‘Defense Department Censorship” (p. 39). 

President Eisenhower, in his defense reorganization message to 
Congress on April 3, 1958, called for still further centralized control 
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by the Defense Department of information both to the public and to 
the Congress: 


I have directed the Secretary of Defense to review the 
numbers as well as the activities of personnel of the various 
military departments who engage in legislative liaison and 
public affairs activities in the Washington area. I have 
requested that he act, without impeding the flow of informa- 
tion to the Congress and the public, to strengthen Defense 
Department supervision over these activities and to move 
such of these personnel and activities as necessary into the 
Office of the Secretary of Defense. 


The effects of this move still were under study at the time of prep- 
aration of this report. 

In addition, information may be blocked at other levels without 
the Assistant Secretary even being aware of the restrictions. Thus, 
Mr. Snyder testified that he was unaware that the chiefs of the three 
military services had issued orders prohibiting the discussion of 
satellites and missiles. This, along with Mr. Snyder’s missile infor- 
mation policies, are discussed in section VIII, Missile and Satellite 
Information (p. 69). 

An accurate appraisal by the subcommittee of the Military Estab- 
lishment’s press information services was thwarted by Mr. Snyder’s 
failure to grant access to the recorded queries and answers kept by 
the press information desks of the Army, Navy, and Air Force in the 
Pentagon (p. 139). 

Mr. Snyder did, however, forward to the subcommittee a list of 
what he said were the actual queries and answers handled by the 
“Press Division of the Office of Public Affairs, Department of De- 
fense”’ for October 10, 1957 (hearings, p. 3215). The list fails to 
show, among other things, whether the queries from the press were 
placed with the Army, Navy, Air Force, or Department of Defense, 
transferred from one to another, and finally answered by the Army, 
Navy, Air Force, or Department of Defense. The material also 
fails to show whether when the queries were received and answered, 
whether some were received on a previous day and answered on 
October 10 and whether some were received on October 10 and not 
answered until a later day. 

Even with the meager information which Mr. Snyder supplied, it is 
possible to notice a lack of candor in answering some questions from 
the public press. 

For instance, the first query and answer on the list supplied by 
Mr. Snyder for October 10, states (hearings, p. 3216): 


Q. Can you confirm story that Army has ordered its 
missile experts not to discuss the earth satellite program? 
Date of order?—A. On October 9, the Army advised its 
personnel to use judgment in discussing the current missile 
and satellite situation. [Italic added.] 


The Army order issued by the Army Chief of Staff on October 9 
was more than ‘‘advice” to use “judgment.” Actually, it stated, in 
its entirety (hearings, p. 3202): 


Addressees will take immediate steps to assure that per- 
sonnel for whom they are responsible refrain from public 
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statements or discussions bearing on the current missile or 
satellite situation. Any statements on these matters at this 
time are subject to misinterpretation both here and abroad. 
[Italic added.] 


B. PRESS COMPLAINTS 


The general nature of press complaints about information restric- 
tions at the Pentagon is illustrated in the Report of the Advancement 
of Freedom of Information Committee of Sigma Delta Chi, a national 
journalistic fraternity. The committee, headed by V. M. Newton, 
Jr., managing editor of the Tampa (Fla.) Tribune, included David 
W. Howe, publisher, the Free Press, Burlington, Vt.; Alvin E. Austin, 
head, department of journalism, University of North Dakota; James 
K. Toler, Commercial Appeal Bureau, Jackson, Miss.; Bert Struby, 
editor, News and Telegraph, Macon, Ga.; Clark Mollenhoff, Washing- 
ton bureau, Des Moines Register; Theodore F. Koop, Columbia Broad- 
casting System, Washington, D. C.; J. Alex Zehner, Pittsburgh (Pa.) 
Sun-Telegraph; James R. Brooks, Ekco Products Co., Chicago, IIL; 
Mort Stern, the Denver (Colo.) Post. 

On September 6, 1957, Mr. Newton met with Mr. Snyder at the 
Pentagon to discuss information restrictions. Later the same day, 
Mr. Newton discussed the subject with newsmen assigned to cover the 
Pentagon. 

The Sigma Delta Chi Committee, in its report of November 16, 
1957, recounted Mr. Newton’s findings (hearings, p. 3278): 


On September 6, your chairman lodged an official protest 
against the Pentagon secrecy in a conference with Mr. 
Murray Snyder, Deputy Secretary of Defense for Puble 
Affairs, the keyman in the release of all Pentagon news, iat 
Washington. Mr. Snyder said: 

“All legitimate news of the Pentagon is available to the 
press. You can have any news of the Pentagon you want. 
In fact, on my entry into the Department of Defense I was 
amazed at the amount of information which is available to 
the press.”’ 

On the same day, your chairman conferred with a dozen 
Pentagon correspondents, including all the wire services, and 
he repeated to them Mr. Snyder’s words. 

The correspondents replied with a long, loud, and unani- 
mous hoot of derision. 

For 1 hour they poured out to your chairman indignant 
stories of how the curtain of secrecy over the Pentagon blocks 
them from all legitimate news of the Department of Defense, 
even down to the ridiculous. Without exception, these 
working reporters, charged with the obligation of gathering 
news of the expenditure of the people’s tax funds for the 
people’s defense, related how the bureaucrats employed 
every trick of the trade to hide legitimate information of 
Government behind the sacred censorship of national security. 

Typical statements of these correspondents follow: 

“‘We were buried under a mass of directives.” 

“The No. 1 brains of Government draw the directives; the 
No. 8 brains abuse them.”’ 
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‘‘A million people wield the stamp of secrecy; 500,000 do 
the stamping; the other 500,000 check on the stampers.” 

‘The real stumbling block is at the civilian level.” 

“Every item of news, regardless, must go through the red- 
tape of policy clearance. Somewhere along the line some- 
body always stamps ‘For official use only’ on it. Even the 
most trivial news takes days, weeks, and months to negotiate 
these roadblocks into the light of day.” 

“Tt’s all due to fear—fear of reprimand and loss of job— 
and to just plain stupidity.” 

“The most important problem is the attitude at the top— 
at the White House and in the Department of State. Until 
that is changed the guys at the pick-and-shovel level will be 
afraid to put out information.” 

“The real problem is not necessarily military security, but 
control for policy reasons.”’ 

“Information is being put out in a quantity to use the 
press merely as a vue to form public opinion in favor of 
the administration. They are using the Madison Avenue 
technique.”’ 

“Tn 1950 and in 1951, when a press release came out, we 
used to be able to go to a source and ask background infor- 
mation. Now they refuse to give background information; 
they say they can give no more information than what is in 
the press release.” 

“Most important thing to break this information barrier 
is to get to the President. It’s not the problem of the press 
releases in this building; it’s the attitude of Government 
that the people should be spoon fed, and this attitude comes 
right from the White House.” 

“The Secretaries of the Army, Navy, and Air Force are 
the top policymakers, and I don’t know why they refuse to 
hold press conferences. Maybe it is an element of caution, 
with everybody afraid to talk because the guy above him 
might get mad. If they had press conferences, we could get 
more information; we could bring an information restriction 
to their attention and get it sprung.” 

“They have developed a new standard form of mimeo- 
graph language—a sort of ‘release-ese,’ and they hold up 
information for days to get it into that language.” 

Not a single voice among these working Washington cor- 
respondents was raised in support of Mr. Snyder’s somewhat 
fanciful theory that all legitimate information of the Penta- 
gon now is available to the press. 


C. PROPAGANDA 


Congress approves appropriations for the public information serv- 
ices to help make available factual, undistorted information about the 
Military Establishment. These services were never intended, how- 
ever, as propaganda agencies. 

One of the most obvious examples of an attempt to use a public 
information service for propaganda occurred in 1956 when the Air 
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Force circulated a ‘‘guidance”’ for its information program for 1956—57 
(exhibit XIII—A). The guidance stated, in part: 


This program has a philosophy. It has no intention of 
merely passing out information. Flooding the public with 
facts is very helpful. But facts, facts, and more facts are 
quite useless unless they implant logical conclusions. Facts 
must be convincing, demonstrated, living salesmen of practi- 
cal benefits. These are the only kind of facts that mold 
opinion and channel the vibrant tensions of public thinking; 
always deciding issues in the end, altering military policy as 
surely as defeat in war—they make public opinion the most 
powerful tool of all, more powerful even than war itself. 


Secretary of the Air Force Quarles, at a news conference with Secre- 
tary Wilson on May 21, 1956, was questioned about this obvious 
attempt to propagandize the Air Force. 

Mr. Quarles replied, in part: 


I will say that the document in question was a pep talk 
and a sales talk that went beyond any type of sales language 
that I ever like to indulge in myself, and that had I seen it 
before it was issued I would have thought it unwise to issue 
it in just the form it has. 


On September 10, 1956, a new “guidance” was distributed, empha- 
sizing “qualities of moderation, responsibility, and good judgment” 
in the Air Force information program. (See exhibit XITI-C.) 

A more recent attempt to misuse a public information service for 

ropaganda purposes occurred earlier this year when Maj. Gen. H. R. 
Maddux (USAF), Director of Manpower Requirements in the Office 
of the Assistant Secretary of Defense (Manpower, Personnel, and 
Reserve), sought to promote the Cordiner military pay proposals. 
In a memorandum to the Assistant Secretary of the Army (M,P&RF) 
dated January 31, 1958, General Maddux stated (exhibit XIII-D): 


Nowhere do we need the dissemination of information as 
much as in the Army. It is my hope that when the Army 
becomes more unanimous behind this project it will stop a 
lot of ‘anti’ letters which Congress is now receiving. 


D. ADMINISTRATION OF THE PUBLIC INFORMATION FUNCTION 


At hearings with Army, Navy, and Air Force public information 
officials and with Mr. Murray Snyder and other officials of the Defense 
Department Public Affairs Office, the subcommittee discussed admin- 
istrative subjects such as the qualification of public-information per- 
sonnel and the financing of public-information activities. In addi- 
tion, questions on administrative matters were answered in writing 
ae three military and the Defense Department public-information 
dificials. (See exhibits I-A through I-C, hearings, pp. 2485-2519; 
exhibits II-A through II-C, hearings, pp. 2520-2522; exhibits VIII-A 
through VIII-C, hearings, pp. 3226-3235.) 

A new Defense Department directive states that Defense Depart- 
ment staffing policies should: 


A. Adequatel — the knowledge, experience, and 
skills possessed by both military and civilian personnel; 
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B. Relate this knowledge, experience, and skill to job re- 
quirements * * * (DOD Directive 1100.9, hearings, p. 
3234). 


The directive includes public relations as one of those functions 
which should be staffed by qualified personnel. In writing the 
Defense Department to ask what had been done to implement the 
purposes of the directive, Chairman Moss stated: 


Hearings of the House Government Information Subcom- 
mittee have indicated that individuals assigned to public- 
relations jobs within the Defense Department often are not 
qualified by their experience or training for those jobs. The 
result has been, in some cases, an unfortunate mishandling of 
the information function (hearings, p. 3235). 


An analysis of information supplied by the Department and the 
military services, prepared by the subcommittee staff and the Legis- 
lative Reference Service of the Library of Congress, showed the 
following experience pattern for individuals holding public-information 
jobs: 
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A complete analysis of the qualifications of public-information 
personnel would have to take into account the administrative rank 
of the more experienced individuals. Of the triumvirate at the top 
of the Office of the Assistant Secretary of Defense for Public Affairs, 
for instance, only Assistant Secretary Snyder had experience in public- 
relations work before taking over the top information job in the 
Pentagon. Mr. Chauncey Robbins, the Deputy Assistant Secretary 


of Defense for Public Affairs, is a lawyer with extensive political 
experience in both local and national units of the Republican Party. 
Mr. Bertram B. Saymon, special assistant to the Assistant Secretar 
of Defense for Public Affairs, is a Government lawyer with muc 
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experience in the United States Army Reserve (hearings, pp. 3226, 
3227). 

At the time of the subcommittee’s hearings in July 1957 with the 
military public-information chiefs, only the Air Force job was staffed 
by ® man with previous public-information experience (hearings, 

t. 10). Army witnesses testified that a specialization program has 
een established for Army officers expert in public-information work 
(hearings, p. 2378). The Deputy Chief of Information for the Army, 
Brig. Gen. Chester V. Clifton, is himself a public-information specialist. 

In answer to a letter from Chairman Moss, the Defense Department 
said some steps were being taken to implement Department of Defense 
Directive 1100.9. W.H. Francis, Jr., Assistant Secretary of Defense 
for Manpower, Personnel, and Reserve, wrote: 


Since the report on personnel qualification was submitted 
to your subcommittee, eight officer replacements assigned to 
the Army Information Office have either had prior informa- 
tion experience or possess masters’ degrees in journalism 
(hearings, p. 3234). 


E. FINANCING INFORMATION ACTIVITIES 


The question of expenditure of money appropriated to the Defense 
Department and the three military services for public-information 
activities was discussed at a number of subcommittee hearings. A 
study of the efficiency and economy of public-information work is 
complicated by the congressional limitation which has been placed 
on money which can be allocated for public-information purposes 
from the Defense Department appropriation. 

From the first hearing with Pentagon witnesses, the subcommittee 
attempted to ascertain whether money allocated to the three military 
services for public-information activities was, in fact, used by the 
Defense Department public-information office itself. The situation 
finally was clarified when the Department was required to file written 
answers to written questions on the financial operations (hearings, 
exhibit VIII-B, p. 3228). An analysis of answers transmitted by 
Assistant Secretary Snyder shows that 31 persons in his office are 
paid from funds allocated directly to his office. There are, however, 
33 additional persons working in Mr. Snyder’s public-information 
office who are paid by funds originally allocated to finance public- 
information activities of the three military services (hearings, p. 3229). 

By staffing more than half of his office with personnel paid from 
money allocated to the three military services, the Assistant Secretary 
of Defense for Public Affairs is depriving the services of a minimum 
of $178,551 a year originally allocated to permit the services to inform 
the public. 


27027—58——11 
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XV. CoNcLUSIONS 


The handling of information from the Military Establishment 
during the past 2 years has involved the most vital issues facing the 
American people today. The new age of atoms, missiles, and space 
travel has presented the United States with probably the greatest 
challenge in this Nation’s history. 

Never before in our democratic form of government has the need 
for candor been so great. The Nation can no longer afford the danger 
of withholding information merely because the facts fail to fit a pre- 
determined ‘‘policy.”’ Withholding for any reason other than true 
military security inevitably results in the loss of public confidence— 
or a greater tragedy. Unfortunately, in no other part of our Govern- 
ment has it been so easy to substitute secrecy for candor and to equate 
suppression with security. 

The complexities of the space age, coupled with the threat of ag- 

ression in the world, have complicated the availability of information. 
Partherhisiee, factors such as interservice rivalry and problems of 
budget versus security have exerted powerful influences on the type 
of information being made available. Efforts to hide disagreements 
by trying to erect a false facade of unity have resulted in so-called 
leaks. Attempts by the military services to use public information 
activities for propaganda purposes have resulted in counterefforts to 
censor and otherwise control sources of information vital to the country 
at this time. 

More and more information activities of the Military Establishment 
have been centralized under the Assistant Secretary of Defense for 
Public Affairs. At the same time, unfortunately, it has become 
apparent that the tighter controls are being used for greater manipu- 
lation of information—for ‘‘management of the news’’—on the Depart- 
ment of Defense level. Under the President’s new orders for still 
further centralization and control, it appears that information officers 
of the various services may be relegated to the status of a ventrilo- 
quist’s dummy on the knee of the Defense Department’s publicity man. 
The vast Military Establishment, thus, would speak with one voice— 
and that the voice of a politically appointed propaganda expert. 

In a conflict between the right to know and the need to protect 
true military secrets from a potential enemy, there can be no valid 
argument against secrecy. The right to know has suffered, however, 
in the confusion over the demarcation between secrecy for true 
security reasons and secrecy for ‘policy’ reasons. The proper 
imposition of secrecy in some situations is a matter of judgment. 
Although an official faces disciplinary action for the failure to classify 
information which should be secret, no instance has been found of an 
official being disciplined for classifying material which should have 
been made public. The tendency to “play it safe’ and use the secrecy 
stamp, has, therefore, been virtually inevitable. 

Abuse of the security classifications under Executive Order 10501 
has been only one part of the unnecessary secrecy in violation of the 
right to know. Equally important—although entirely distinct—have 
been restrictions on information about the day-to-day operations of 

overnment, ineligible by any stretch of the imagination for secrecy 

abels on grounds of military security. 
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Neither the Special Subcommittee on Government Information 
nor the Committee on Government Operations has suggested the 
disclosure of true security information or sought to pass judgment as 
expert on what is and is not a military secret. The following con- 
clusions are based solely on the public testimony of qualified witnesses, 
the published findings of such groups as the Defense Department’s 
own Committee on Classified Information, and other documentary 
evidence. 

ATTITUDE 


A major factor in the availability of information from Federal de- 
partments and agencies is the attitude of the public official toward the 
public’s right to know. Far too often Federal officials have taken it 
upon themselves to withhold information with no legal or security 
grounds for doing so. 

No one category of officials in the Pentagon has a monopoly on 

arbitrary withholding of public information. There have been viola- 
tions of the right to know by military personnel, civil-service em- 
loyees, and top-level civilian appointees. At the same time, there 
ave been individuals in each category—umilitary, civil service, and 
appointee—whose attitude has been to seek a freer flow of public in- 
formation. Unfortunately, they are too rare and their efforts seldom 
prevail. 

Excuses for withholding information “in the public interest’ are 
legion; consideration of the public’s right to know too often comes 
last, if at all. The most strained rationalizations for withholding 
nonsecurity information have occurred when it might prove ‘“em- 
barrassing’’ or cause “controversy” to give the facts to the public. 
Officials too often have claimed that the people will “‘misunderstand”’ 
or “misinterpret”? the facts—a blatant euphemism for the Pentagon 
attitude that: “You can’t trust the people with the facts.” 

Men appointed to public office after a background in private busi- 
ness sometimes have failed to realize their new responsibility for 
maintaining a free flow of public information, especially adverse 
information. Self-serving secrecy, considered proper in personal 
affairs, has no place in Government. The public’s right to know 
must be paramount, within the bounds of security, in the attitude 
of the public official. 

Under the prevailing attitude in the Pentagon, an employee must 
justify the release of even the most innocuous nonsecurity informa- 
tion. Unless this attitude is reversed and Pentagon officials are 
required to justify the withholding of public information, Congress 
will face the difficult task of framing suitable legislation to guarantee 
the public’s right to know—-a right so obviously fundamental to our 
form of government that it should require no legislative protection. 
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LEAKS 


The year 1956 was marked by a new rash of “leaks” stemming 
largely from interservice rivalry over control of missiles. Secretary 
Wilson, who believed that differences of opinion should be ironed 
out within the Pentagon and not aired publicly, strove to keep secret 
information which failed to make a ‘‘constructive contribution.” In 
August 1956, he —— a special committee to find a way to stop 
the alleged “leaks.” Secretary Wilson’s Committee on Classified 
Information was composed of former Assistant Secretary of Defense 
Charles A. Coolidge as chairman and four retired, top-ranking military 
officers. If the House Government Information Subcommittee’s find- 
ings of unnecessary secrecy and confusion needed any corroboration, 
it was amply supplied in the report of the Coolidge Committee in 
November 1956. Secretary Wilson’s handpicked committee con- 
cluded that excessive secrecy was undermining the Nation’s security 
system and leading to the very “leaks”? Mr. Wilson sought to stop, 
(See p. 97.) 

The subcommittee called upon Mr. Coolidge to cite specific ‘leaks” 
allegedly harmful to national security. Upon investigation, some of 
them turned out to be information from official press releases cleared 
by the Defense Department’s top security agency, or information 
deduced by newsmen on a “2-plus-2-equals-4” basis from other, 
publicly available information. 

Mr. Loyd Wright, Chairman of the Commission on Government 
Security, implied in the Commission’s report of June 1957, that 
members of the American press had “‘purloined”’ classified documents. 
The Commission charged that there had been ‘frequent unauthorized 
disclosures” of national security information and proposed legislation 
to impose fines and imprisonment for anyone found guilty of “com- 
municating”’ information which that person had reason to believe 
was Classified “‘secret’’ or ‘‘top secret’’—regardless of how he obtained 
the information. 

When the subcommittee challenged Mr. Wright to support his 
charges against the press and to prove the need for punitive legislation, 
he issued a press release on July 1, 1957, with a list of 25 alleged 
breaches of security. He identified ais 1 public ation and 1 newsman 
by name, and the majority of his cases were not identified even by 
exact date, making it impossible to check on the validity of his 
accusations. 

An inquiry by the subcommittee revealed that members of the Com- 
mission, including the chairman of the Commission subcommittee 
which handled the proposed legislation, had been presented with no 
examples of “purloined” documents. (See p. 17.) 

Mr. Wright’s indictment of the press is symptomatic of self-styled 
security experts who point an accusing finger at newsmen for stories 
which often are based on properly cleared or otherwise publicly avail- 
able information. The trail which Mr. Wright seeks to blaze in the 
wilderness of excessive secrecy leads inevitably to censorship unparal- 
leled in this country, even in time of war. 

No member of the Press should be immune from responsibility 
if sound evidence can Se produced to prove that he has in fact delib- 
erately “purloined’”’ and knowingly breached properly classified mili- 
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tary secrets. But the press must not be made the whipping boy for 
weaknesses in the security system caused by overzealous censors who 
misuse that system to hide controversy and embarrassment. 


DEFENSE DEPARTMENT CENSORSHIP 


Testimony by Defense Department officials about operations of the 
Office of Security Review was less than forthright and at times very 
misleading. They initially testified that OSR reviewed material 
solely for military security despite the fact that it was operating 
under a memorandum which made OSR responsible for ‘clearance 
for security and policy.” Material, at that time, was cleared by 
OSR under Secretary Wilson’s directive prohibiting the release of 
information unless it made “a constructive contribution to the 
primary mission of the Department of Defense.”’ 

After prolonged questioning, Mr. Joseph Edgerton, Director of OSR, 
conceded that OSR did in fact check material for “policy.” But Mr. 
Lee Hargus, Deputy Director of OSR, emphatically denied that OSR 
ever reviewed material submitted from outside sources for anything 
other than military security. He said that OSR had “never” re- 
viewed such material for policy. 

Following Mr. Hargus’ denial, the subcommittee produced a letter 
signed by Mr. Hargus himself, objecting to a proposed Saturday 
Evening Post article on Spain, submitted to OSR by the magazine. 
Mr. Hargus, speaking for the Department of Defense, told the 
magazine that he objected to the article because of its “sneering 
approach” to the problems of the Spanish people. Mr. Hargus’ 
Tiotions constitute an appalling attempt at peacetime censorship 
of nonsecurity material. Fortunately, the magazine had the courage 
of its convictions and ignored these attempts at editorial censorship. 
(See p. 42.) 

This performance is what makes the public and the press fearful 
of any move toward censorship even in time of war. Since the 
Defense Department consistently refused the subcommittee’s ac- 
cess to the files of OSR, there is no way to determine the extent 
to which OSR has inhibited the publication of other nonsecurity 
material which may not suit the taste, opinions, or whims of Mr. 
Hargus or other officials in the Department of Defense. 

The submission of a review of a book written by a Civil War 
general indicates the climate which has been engendered by the 
OSR’s efforts to extend its censorship activities beyond the area of 
military security. The editor of Armor magazine explained that the 
book, published in 1879, was critical of the Government during the 
reconstruction period, and therefore he submitted the book review 
to OSR “to protect both the reviewer and myself.’”’ (See p. 45.) 
The fact that the magazine editor was a military man and the reviewer 
a retired general, does not minimize the conclusion that one must 
have “clearance” to be associated in any way with criticism—even 
if it took place nearly 80 years ago. 

Articles are voluntarily submitted for OSR clearance by informa- 
tional mediums which wish to avoid possible compromise of military 
secrets. Although Defense Department witnesses at first denied 
knowledge of agreements whereby newsmen must submit to censor- 
ship in exchange for access to military installations, the subcommittee 
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uncovered an agreement in force between the United States and 
Denmark which required that articles written by United States news. 
men on visits to Thule Air Force Base, Greenland, must be submitted 
for “security review by the United States Department of Defense” 
and must be made available to the Danish Ministry of Foreign Affairs 
for release in Copenhagen. 

The subcommittee will seek to determine how many other such 
agreements are in force in a study of the information policies of the 
Department of State. 

The disagreement over clearance of Mr. Trevor Gardner’s Falcon 
speech of 1955 illustrates the confusion in the operations of the Office 
of Security Review. Although Mr. Snyder, Mr. Gardner, and Colonel 
Ballweg stated that Mr. Gardner’s original speech had obtained 
clearance, the OSR files fail to show that action. Furthermore, no 
one has been able to state what specific breach of security, if any, 
resulted from Mr. Gardner’s remarks. Information about the Faleon 
contained in Mr. Gardner’s speech as finally delivered actually had 
been included in press releases and still and motion picture photographs 
cleared and released by the Department of Defense the day before 
his speech. 

Defense Department censorship of material originating within the 
Military Establishment is so confusing that Thomas S. Gates, Jr, 
then Under Secretary and now Secretary of the Navy, complained on 
October 25, 1956. Assistant Secretary Ross, in reply, promised that 
changes made by the Defense Department would be clearly marked 
to show whether they were made for reasons of policy or security, 

The confusion has persisted, however, and in July 1957, the Chief 
of Army Security testified that he had to guess, “like anyone else,” 
whether Defense Department changes were for policy or security. 
(See p. 47.) 

According to witnesses, since Mr. Murray Snyder took over as 
Assistant Secretary of Defense, changes are made in a more “intimate” 
atmosphere. If changes are to be made in a speech or article proposed 
by a service Secretary or Chief of Staff, Mr. Snyder calls the author 
personally. This method eliminates written censorship and memor- 
anda. Upon this technicality, Mr. Snyder denied that he was a 
censor since he claimed that the Defense Department does not make 
the actual deletions—the changes are made by the author himself. 
(See p.52.) 

Testimony revealed that the speeches and other material from the 
service Secretaries, the Chiefs of Staff, and all top military officials 
are regularly censored by the Assistant Secretary of Defense (Public 
Affairs) or his underlings and that changes made sometimes have been 
of such a minor nature they can be described as nothing more than 
nit picking. 

Following persistent prodding from the subcommittee, the Depart- 
ment of Defense on August 17, 1957, finally abolished the ‘‘constructive 
contribution” restriction. However, the Department replaced this 
restriction with an equally dangerous requirement that prohibits the 
release of material if it conflicts with “established policies or programs 
of the Department of Defense, or those of the National Government.” 

Capricious censorship by the Office of the Assistant Secretary 
of Defense (Public Affairs) has been a major factor in undermining 
the Military Establishment’s security system. As long as arbitrary 
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restrictions for reasons of “policy’’ are intermingled without dis- 
tinction with restrictions for true security, it is impossible to expect 
military and civilian personnel, the press, the public or the Congress 
to have respect for the secrecy labels authorized under Executive 
Order 10501. 


DIFFERENCES BETWEEN THE SERVICES 


Attempts to hide differences of opinion between the services and 
the Department of Defense have been a major cause of so-called leaks. 
Use of the security system to hide disagreements undermines the 
rotection which must be reserved for true military secrets. Defense 

epartment censorship of responsible service spokesmen has withheld 
facts to which the American public is entitled. 

Instead of providing a proper safety valve for the responsible 
expression of differences of opinion, the Department of Defense has 
continued to impose an impractical policy of censorship. The military 
Chiefs and Secretaries of the services, as a practical matter, are at 
the mercy of the whims of officials in the Office of the Assistant 
Secretary of Defense for Public Affairs who decide what, at the 
moment, fits ‘‘policy’’ and what does not. 


ADMINISTRATIVE SECRECY 


The Department of Defense has staked out an exclusive proprietary 
claim to every bit of public information in its possession. Under a 
directive of March 22, 1957, the areas of administrative information 
to be withheld are unlimited. There is virtually no information which 
a member of the public or the press can expect to obtain as a matter 
of course. Justification is required for alain instead of for with- 
holding. A Defense Department official faces the same dilemma over 
the atin of nonsecurity information that he does in the case of 
classified security information. There is no penalty for withholding. 
But he faces disciplinary action for the release of information which his 
superior may decide at a later date should have been withheld. The 
attitude of ‘‘play it safe”’ is inevitable. 

The withholding of nonsecurity information about the day-to-day 
operations of the Department of Defense has been carried to an ex- 


treme degree, beyond any authority traceable to law or to the 
Constitution. 


CLASSIFICATION OF SECURITY INFORMATION 


On July 8, 1957, the Defense Department issued a new directive on 
procedures for the classification of security information under the 
authority of Executive Order 10501. The directive attempted to 
correct some of the abuses previously revealed by the subcommittee 
and by the Coolidge Committee. The directive, for instance, reduces 
the number of officials with authority to originate a top-secret classi- 
fication. Even so, officials like the Assistant Secretary of Defense 
(Public Affairs) and the assistant to the Secretary of Defense for 
legislative affairs still retain that authority. Defense Department 
witnesses were at a loss to explain what top-secret material those two 
officials would ever have occasion to originate. Apparently, a rug on 
the floor and a stamp in the drawer are accoutrements of the rank of 
Assistant Secretary. (See p. III.) 
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The directive, at first glance, appeared to call for disciplinary action 
for overclassification, and Assistant Secretary Snyder took credit for 
the provision. But under questioning he said he “hoped’’ officials 
would be disciplined for overclassification, and he admitted he did not 
know how this would be done. 

Despite some improvements, the Defense Department’s security 
classification system still is geared to a policy under which an official 
faces stern punishment for failure to use a secrecy stamp but faces no 
such punishment for abusing the privilege of secrecy, even to hide 
controversy, error, or dishonesty. 


MISSILE AND SATELLITE INFORMATION 


The handling of missile and satellite information illustrates many 
of the barriers which have been erected against the free flow of infor- 
mation so important to the citizens of a democracy. The general 
policy of excessive secrecy stemmed originally from the White House. 
Mr. Trevor Gardner testified that when he was Assistant Secretary 
of the Air Force for Research and Development in 1955 the President 
“apparently felt that nothing should be released to the public con- 
cerning guided missiles.” (See p. 69.) Mr. Robert Cutler, Special 
Assistant to the President for National Security Affairs, made clear 
that the type of “security” information to be kept secret is virtually 
unlimited, including “deficiencies, shortfalls, and slippages in our 
national-defense operations and productions, as well as successful 
developments therein.”’ Mr. Cutler has said that disclosure of defects 
should be barred because “‘disclosure builds up a Potomac propaganda 
war to rectify that defect or overfinance the project.” (See p. 71.) 

The commanding general of the Air Force Missile Test Center at 
Cape Canaveral, Fla., found himself as late as 1957 in a position where 
he was prohibited from admitting that a missile had been fired although 
the firing could be seen by thousands from outside the base. It was 
the type of absurd secrecy—the attempt to classify the unclassifiable— 
which the Coolidge Committee had warned was undermining the 
security system. (See p. 97.) 

Those with primary security responsibility, like the commanding 
general of the missile test center, pleaded for a relaxation of secrecy. 
But Assistant Secretary Murray Snyder continued to adhere to un- 
realistic policies under which, according to Dr. Clifford C. Furnas, the 
Russians knew more about the missile firings in some cases than the 
American people. 

Eighteen days after the Russians launched the first satellite, the 
information policy on missile test firings suddenly changed. The 
press started receiving a barrage of stereotyped announcements from 
Mr. Snyder emphasizing the “success” of missiles fired at Cape 
Canaveral. Information which Mr. Snyder had considered too secret 
to give the American people a few weeks before was released in an 
obvious propaganda attempt to offset the effect of the Russian 
success. (See p. 77.) 

The handling of satellite information was similarly erratic. The 
White House, on July 29, 1955, announced that the United States 
would launch a satellite as part of a nonsecret, scientific undertaking 
in conjunction with the International Geophysical Year. At the 
extraordinary White House press conference, the American people 
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were led to believe that the United States satellite would be man’s 
first. 
When the Russians launched Sputnik I, the Pentagon reaction was 
to issue orders prohibiting discussion of both missiles and satellites. 
The orders weihied not only to military personnel but also to the 
civilian experts best qualified to explain the Nation’s predicament. 

Five days after the Russian satellite, the White House announced 
that a test satellite would be launched in December. Without prepar- 
ing the American people for possible failure, the Pentagon made the 
test on December 6—and the satellite vehicle failed. Shortly there- 
after, news media reported a tightening of restrictions at Cape 
Canaveral. 

As preparations continued to shoot another test satellite, Maj. Gen. 
Donald N. Yates, commanding general at Cape Canaveral—the gen- 
eral who earlier had asked the Pentagon to relax excessive secrecy at 
his installation—offered newsmen advance information on when 
satellite shots would be made and arranged for them to have grand- 
stand seats, complete with telephone lines, within the missile test 
center. In exchange, the newsmen agreed to withhold information 
they were given until permitted to release it. 

Part of the agreement was that the agreement, itself, was to be 
kept secret. A well-established principle for the imposition of any 
censorship system under a democratic government is public acknowl- 
edgment that such a system is being imposed. 

Under the pressure for more information about the Nation’s first 
steps into space, newsmen had no practical alternative but to accept 
the agreement. The fact that members of the press praised the 
arrangement is evidence of the frustrating restrictions which had been 
imposed just previously, coupled with the urgent need for information 
about a subject of prime importance to the people of this country. 

After the first successful satellite launching, secrecy about the agree- 
ment was removed, and the arrangement worked out by General Yates 
was recognized by the Pentagon in a memorandum from Mr. Snyder 
on March 3. (See p. 91.) 

The information controls established by Mr. Snyder still failed to 
differentiate between information about military missiles, classified 
for security purposes, and information about the nonmilitary satellite 
shots which are part of an international scientific program. Newsmen 
will be told when a satellite shoot is scheduled, but—under the terms 
of Mr. Snyder’s system—they may not pass that nonmilitary informa- 
tion on to the public. The excuse given is that such restrictions 
prevent a “publicity buildup” which would be embarrassing in event 
of a failure. 

The handling of missile and satellite information is an outstandin 
example of ‘management of the news.’’ Security has been aaa 
as a tool for the manipulation of information. Nonsecurity informa- 
tion has been withheld solely on grounds that it could be embarrassing. 
The Department of Defense has attempted to govern and control 
the reporting of news in a nonsecurity area in order to produce a 
desired propaganda effect. This is a dangerous precedent which 
must not be allowed to continue unchallenged by the public, the press, 
and the Congress. 
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INFORMATION TO CONGRESS 


During the past 2 years, the Department of Defense has drawn 
tighter its restrictions on the availability of information to the Con- 

ess. There has been further abuse of President Eisenhower’s Army- 
McCarthy letter of May 17, 1954, and an enlargement of the Depart- 
ment’s claim that so-called “preliminary” information is to be with- 
held from the Congress. 

An example of the Department’s arrogant attitude toward the right 
of Congress to obtain information in the attempt to impose legally 
unsupportable restrictions on access to information by the General 
Accounting Office—the major investigating arm of Congress. Al- 
though the GAO has clear statutory authority to obtain information 
from the executive branch, the Defense Department attempts to force 
the agency to prove a ‘need to know,” and, in effect, tells the 
agency that Department officials will determine what information is 
“relevant” for congressional purposes. (See p. 142.) 

The Department’s claim to a broad right to withhold from the 
Congress has no valid basis in law or in the Constitution. In fact the 
claim is contrary to congressional intent as shown by statutory pro- 
hibitions in the Espionage Act against refusals of information to the 
Congress. (See p.235.) The President even proposed the repeal of the 
statutory ‘‘safety valve” in the National Security Act which permits 
the responsible military leaders, on their own initiative, to giv e Con- 
gress their views even if they conflict with the Department’s policy 
line. (See p. 66.) 

Under the doctrine of the separation of powers espoused by repre- 
sentatives of the Department of Defense, each of three branches of 
government would be required to work ina vacuum. If the separation 
of powers theory is applicable here at all, it supports congressional 
right to know. Otherwise, the Congress must depend upon bureau- 
cratic whim for obtaining information vital to the legislative process. 

The Department of Defense has evolved a policy | under which the 
Department is seeking to require the Congress to justify a ‘‘need-to- 
know” and officials of the Department are claiming the right to 
determine what the Congress shall and shall not have. Such a policy 
is a serious threat to the proper functioning of the American form of 
government. 

DECLASSIFICATION 


In its report of July 1956, the subcommittee warned that declassi- 
fication procedures of Executive Order 10-501 were being almost 
totally ignored and that classified material was piling up under obso- 
lete secrecy labels at an increasing rate. One year later, the Depart- 
ment of Defense, in belated recognition of this important problem, 
set up the Office of Declassification Policy under Vice Adm. John M. 
Hoskins. 

In November 1957, Admiral Hoskins said he expected that a direc- 
tive setting an automatic date for declassification of the backlog of 
classified material would be “out soon.’ (See p. 123.) Meanwhile, 
Admiral Hoskins has reported progress in educating personnel about 
the waste and inefficiency of overclassification, and some improve- 
ments have been made in the classification procedures. 
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The appeals procedure provided under section 16 of Executive Order 
10-501 has proven completely ineffective. Protests by the press and 
others about improper classifications or withholding are merely referred 
by the White House to the agency which classified or withheld the 
information. (See p. 125.) 

At the time of the preparation of this report, the major steps neces- 
sary for an effective declassification program still remained to be 
taken. Until they are taken, the vast store of potentially valuable 
material will continue out of reach of researchers, historians, scien- 
tists, and others. And more material will pile up under costly and 
needless security protection. 


XVI. RECOMMENDATIONS 


There have been substantial changes in the Defense Department’s 
information activities in the 2-year period covered by this report. 
Other changes, which are being made as the world enters the space 
age, require a continuing study of the availability of information from 
the Department. At this time, however, the following recommenda- 
tions are clearly supported by the documented record developed by a 
careful 2-year study: 

1. The President should make effective the classification appeals 
procedure under section 16 of Executive Order 10501 and provide for 
a realistic, independent appraisal of complaints against overclassifica- 
tion and unjustified withholding of information. 

2. The President should make mandatory the marking of each 
classified document with the future date or event after which it will 
be reviewed or automatically downgraded or declassified. 

3. The Secretary of Defense should set a reasonable date for the 
declassification of the huge backlog of classified information, with a 
minimum of exceptions. 

4. The Secretary of Defense should direct that disciplinary action 
be taken in cases of overclassification. 

5. The Secretary of Defense should completely divorce from the 
Office of Security Review the function of censorship for policy reasons 
and should require that all changes made or onamentel in speeches, 
articles and other informational material be in writing and state clearly 
whether the changes are for security or policy reasons. 

6. The Secretary of Defense should establish more adequate pro- 
cedures for airing differences of opinion among responsible leaders of 
the military services before a final policy decision is made. 

7. The Congress should reaffirm and strengthen provisions in the 
National Security Act giving positive assurance to the Secretaries and 
the military leaders of the services that they will not be penalized in 
any way if, on their own initiative, they inform the Congress of 
differences of opinion after a policy decision has been made. 






















EXHIBITS 


Exursit I 






CoNnGREssS OF THE UNITED StTaTsEs, | 
HouskE or REPRESENTATIVES, 4 
GOVERNMENT INFORMATION SUBCOMMITTEE, 4 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, e 
October 22, 1956. i 














Hon. Rosert Tripp Ross, 3 
Assistant Secretary of Defense, f 
Department of Defense, Washington, D. C. is 

Dear Mr. Ross: The House Government Information Subcommit- 4 




















tee has been informed the Department of Defense does not make avail- 
able a current list of military installations within the United States { 
on which packaged alcoholic beverages are sold. 4 





There is no contention that the Department should affirmatively 
publicize the fact that alcoholic beverages are sold at selected military 
installations. It is my understanding that, under an agreement with 
the House Armed Services Committee, packaged liquor can be sold at 
certain ‘‘remote’’ military installations. 

I believe that the names and locations of the bases at which such 
sale is permitted should be available to the public without regard to j 
the purpose for which the information is requested. ‘The matter was 
brought to the attention of the subcommittee by the representative of : 
a distiller who wished to know the military installations where he could 4 
sell his product. There may also be instances of similar requests from 
individuals or organizations opposing the sale of liquor at military 
installations. 

Regardless of who requests the information, or for what purpose it 4 
is requested, it appears that it should be generally available to the 
public. There certainly can be no military security involved unless 
alcoholic beverages are sold at an installation which cannot be identi- ; 
fied for security reasons. No one, of course, would insist that infor- 4 
mation about security classified bases should be made available. | 

Neither is there any insistence that the Defense Department regu- 
larly compile a list of military installations where packaged liquor is 
sold. Rather, this is a matter of public interest and importance about 
which information should be available when requested by any member 
of the public. Therefore, I would appreciate answers to the following 
questions: d 

1. Under what conditions is the information in question made 
available? i 

2. If the information is not made available to the public, is it avail- ' 
able to congressional committees? 4 
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3. If the information is held confidential in either case, under what 
statutory authority is this action taken? 

4. Is there a departmental rule or regulation covering this specifi¢ 
refusal of information? If so, please provide the subcommittee with 
copies. 

5. If the refusal of information is on the basis of a discretionary 
action, please explain fully. 

I hope this matter can be handled completely and expeditiously by 
letter so that it will be unnecessary to make it an issue during the 
pending public subcommittee hearings with the Defense Department. 

Sincerely yours, 
Joun E. Moss, Chairman. 





AssISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND Pusiic AFFAIRS, 
Washington, D. C., November 7, 1956. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House of Representatives. 

Dear Mr. CuatrMan: This is in reply to your letter of October 22 

concerning a list of military installations in the United States on which 
ackaged alcoholic beverages are sold. The Assistant Secretary who 
as cognizance over this subject has only recently returned from a trip 
on official business, which will explain the delay in my reply. 

The Department of Defense has no policy which prohibits the release 
to appropriate sources of the names and locations of the bases on 
which such sale is permitted. 

It is true that a request for such information, made by a representa- 
tive of distillers just prior to the date of your letter, was not granted. 
It was explained that this action was not final but it was not within 
the purview of the officer to whom the request was made, to give out 
this information. He stated that he would be glad to refer it to higher 
authority but this was not requested. Actually this information 
has been available and provided indirectly on several occasions in the 
form of a list of all installations engaged in the sale of alcoholic bev- 
erages. 

The determination of remote areas on which the sale of alcoholic 
beverages is permitted requires in each instance approval of the 
Secretary of Defense. We have not been disposed to publish this list. 
Each case has to be determined on the peculiar factors involved and 
since remoteness is not limited according to the policy to distance, the 
authorization of a specific installation could be misunderstood or dis- 
torted if all the facts were not presented. Moreover, there is con- 
siderable pressure from the military services for the establishment of 
uiiesaloalindant packaged liquor stores, and comparison between 
the services as to numbers or between one installation and another 
without knowing the factors, might result in needless controversy. 
In addition, the list is not static. It is frequently changed. It is 
subject to change by addition or by subtraction in the event the certain 
conditions are not complied with. 

However, this information is at all times available to appropriate 
congressional committees. The information is likewise available to 
members of the public who have a legitimate basis, such as being 
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engaged in the sale of alcoholic beverages, for such information. 
Where it is practicable, however, without undue inconvenience, we 
prefer to have the representative of the liquor industry or other such 
individual come to the Department of Defense and receive the in- 
formation directly as it currently exists. This, however, is no fast rule 
if such would involve undue inconvenience on the part of such members 
of the public as have a need to know this information. 
I trust that this information will be helpful. 
Sincerely yours, 
Rosert Tripp Ross. 


CONGRESS OF THE UNITED STATEs, 
Houser oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
January 4, 1957. 
Hon. Rosert Tripp Ross, 
Assistant Secretary of Defense, 
Department of Defense, the Pentagon, 
Washington, D. C. 

Dear Mr. Ross: Your letter of November 7 states that the list of 
military installations selling packaged alcoholic beverages will be made 
available to ‘“‘such members of the public as have a need to know this 
information.’ 

Your letter also states the information is “available to members of 
the public who have a legitimate basis * * * for such information.”’ 

While there have been contentions that no restrictions were placed 
on the list of installations—in fact, a wire service published the list 
throughout the Nation—your letter implies that anyone seeking the 
list in the future will have to have a “legitimate basis.”’ 

I would appreciate your full explanation, therefore, of what the 
Defense Department regards as a “legitimate basis’ for seeking the 
information. If representatives of some organizations would be 
given the information while it would be denied to representatives of 
other organizations, please explain. Also please inform the House 
Government Information Subcommittee exactly who in the Defense 
Department will decide whether each particular individual requesting 
the information has a “legitimate basis’ for the request. 

Please provide the information requested as soon as possible since 
the subcommittee is preparing for further hearings with the Defense 
Department. 

Sincerely, 


’ 


Joun E. Moss, Chairman. 


Assistant SEcRETARY OF DEFENSE, 
LEGISLATIVE AND PusLic AFFAIRS, 
Washington, D. C., January 11, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House of Representatives. 
Dear Mr. CuarrMan: This is in response to your letter of January 
4, 1957, concerning the release of the list of military]Jinstallations 
authorized to sell packaged alcoholic beverages,"which)referred to 
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my letter to you of November 7, 1956, and requested additional 
information. 

Until recently, no particular interest has been evidenced in such 
a list. Not until September 1956 has there been any occasion to 
keep compiled lists available for general distribution. At that time, 
because of developments with which you are familiar, it was de- 
termined that such lists would be available, and would be provided 
to persons making the request having a “‘legitimate basis.”’ 

However, since a copy of this list has been made available to the 
press, and further public interest generated, it has been decided by 
the Department of Defense that current lists will be supplied to 
anyone requesting a copy. 

Sincerely yours, 
Rosert Tripp Ross. 


Exurisir II 


Wasunineton. D. C., January 23, 1958. 
Hon. Joun E. Moss: 

Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House of Representatives, 
Washington, D. C. 

My Dear ConcressMAN Moss: At the same time that I reply to 
your letter of September 23, 1957, addressed to me as a member of 
the Commission on Government Security, I assure you that the 
delay resulted from circumstances and not from any lack of deference 
to you or lack of respect for your inquiry. 

My responses follow in the order of your queries: 


(a) There were no examples presented to me of information ‘“‘pur- 


) 


loined by devious means.’ 

(b) The general question of unauthorized disclosure of critical 
military information was presented by the staff to Subcommittee III 
for its consideration. The writer opposed the recommendations of 
the staff. The matter was thereafter discussed before the full Com- 
mission. The writer again stated his reasons for opposing the recom- 
mendation of any legislation concerning this matter. 

(c) The proposed legislation as it appears in the final report was 
read by me for the first time in the printer’s proofs of the final report. 


With sentiments of esteem, my dear Congressman Moss, I beg to 
remain 


Sincerely, 
JAMES P. McGRANery. 


Exursit III-A 


[Editorial, Aviation Week, October 21, 1957] 
Way, Mr. PRESIDENT? 


On page 26 of this issue we are publishing the first accurate and 
detailed account of how the United States has been tapping Russian 
missile test secrets for more than 2 years. Many people will ask why 
we are publishing a story that on the surface looks as though it might 
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be a grave breach of genuine military security. There are two basic 
reasons for publishing this story. 

First, it is not really a secret from anybody except the vast bulk 
of the American people who are most vitally affected by it. The 
Russians have known about it for sometime and there is little they 
can do beyond what they are already doing—threaten Turkey where 
this radar equipment is located. We have known about it for more 
than a year. News of this operation can be obtained in Athens’ cafes, 
Pentagon corridors, Los Angeles cocktail parties and avionic profes- 
sional society catherings. Bits and pieces of the story already have 
appeared in ‘the public prints of several nations. 

We have discussed this situation with people deeply concerned with 
the United States missile program and its progress relative to the 
Soviet effort and have been unable to unearth a single valid reason 
why the full story should not be told now. We expect the usual cry 
of “wolf” from the type of military and political security officer who 
still withholds from public release information that is officially removed 
from all military security classification and who quivers every time the 
American press reports the rollout of a new bomber within full public 
view or the firings of missiles from Cape Canaveral where housewives, 
photographers and curious tourists can watch the proceedings from 
public beaches. 

Second, the story of how this fairly detailed and accurate data on 
Soviet missile progress has been available to the top-level United 
States officials for more than 2 years is one of the most significant 
facts of the current crisis this country faces in its international and 
internal affairs. It proves conclusively that the officials of the execu- 
tive branch of the Government knew positively of the basic facts in 
the onrush of Soviet science in developing ballistic missiles and the 
hardware associated with the sputnik satellite. They not only failed 
to warn the American people of the potential danger in these develop- 
ments but, at the same time, they deliberately and unmistakably took 
action that is seriously weakening both our airpower in being and the 
quantity and quality of our future aerial weapons. 

Existence of this excellent source of data on the Soviet missile 
test program, plus other nonscientific intelligence techniques explains 
why President Eisenhower and his top defense officials, such as 
Defense Secretary Charles E. Wilson and Deputy Defense Secretary 
Donald A. Qu: arles , could shrug their shoulders and blandly announce 
to the public: “This is no surprise; we knew about it all the time.’ 
This is true. 

But in the same breath they also added that these developments 
such as the testing of both IRBM and ICBM and the orbiting of the 
sputnik were ‘‘no cause for alarm.” This is patently false as evi- 
denced by the private alarm that is now shuddering through the White 
House and Defense Department and the bitter reaction rolling in from 
the NATO countries abroad who feel that the United States has 
committed an unforgivable error in allowing the Soviets to forge 
ahead in the scientific fields that are the foundation of new weapons 
development. 

In addition to the evidence available on Russian missile firings, a 
delegation of top USAF officers led by the then Chief of Staff Gen. 
Nathan F. Twining and including such expert appraisers of aircraft as 
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Lt. Gen. C. S. “Bill” Irvine, Gen. Thomas S. Power, now commander 
of Strategic Air Command, and Maj. Gen. Albert Boyd, who has 
test flown every new USAF and NATO aircraft for a decade, visited 
the Soviet Union in the summer of 1956 and got the best first hand 
look at Russian aerial hardware ever afforded western visitors. 
Their grave warnings to the White House on the pace of the Soviet 
advance were rudely brushed aside and obviously have played no 
significant role in United States military and international policy 
planning. 

Now what have our leaders of the executive branch of the Govern- 
ment been doing while they were getting all this data on the march of 
Soviet scientific weapons progress? They have been and still are 
embarked on a fiscal policy that is shaking the military, scientific, and 
industrial foundations of our national defense system so badly that 
only emergency action with the utmost speed will prevent a major 
deterioration of our atomic airpower strength in relation to the 
Soviets in the immediate future. 

The alienation of science from the defense effort has been going on 
for some years and already had been detailed in these columns. But 
the recent public outbursts of Dr. Clifford C. Furnas and Trevor 
Gardner are symptomatic of this problem. Both are Republicans; 
both held top scientific appointive posts in the Defense Department 
and both found it impossible to work effectively in the atmosphere 
that regarded scientists as “just another pressure group” or “egg- 
heads.” President Eisenhower’s own public statement that the 
United States satellite Vanguard project was “sold” to him as a 
scientific project to be separate from the military program is the most 
convincing evidence of all of this basic cleavage between our current 
political leaders and the scientific community that is the foundation 
of military w eapons development 1 in modern times. 

The other action that is already beginning to tear down both our 
existing military airpower strength and the industrial complex that is 
developing and producing future weapons is the fiscal policy of 
imposing an arbitrary $38 billion expenditure ceiling on the Defense 
Department for fiscal 1958. 

This fiscal policy is keeping our ballistic missile development and 
test program on a 5-day week, has already made minor cuts 1n the 
funding of this “business as usual” program and is now forcing an 
across the board cut of about 25 percent in military aircraft and 
missile production rates. This means that we will get fewer new 
weapons much later. than originally planned under the administra- 
tion-approved program of 2 years ago. It also means that we will 
be further behind in our technological race with the Soviets and our 
international prestige as leader of the free world will decline even 
further. 

It is high time the American people asked President Eisenhower 
why, in view of the overwhelming evidence available to him during 
the past 2 years on Soviet technical progress, he is still pursuing a 
policy that is slowing the pace of our military technology and sapping 
our future military strength—Roxzert Horz. 
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Exuisir III-B 
[Story from the Cincinnati Times-Star, October 29, 1957] 


PRESIDENT’s Aip Wovu.tp CENsorR AVIATION JOURNAL 
By Douglass M. Allen 


Wasuineton.—A White House official has made a shocking attempt 
at censorship of a legitimate national publication by suggesting an 
advertising boycott. 

Such is the carefully checked word vaulting the mountains from 
Hot Springs, Va., where the Business Advisory Council of the Depart- 
ment of Commerce has just completed a meeting. 

There, Robert Cutler, Special Assistant to President Eisenhower for 
national security affairs, virtually accused a respected American trade 
journal’s editors of treason, and strongly implied the desirability of 
punishing the magazine by withholding advertising. His suggestion 
was made to members of the Council, who represent the leadership of 
the Nation’s top business and industry—and advertising budgets. 

It was made off the record at a closed session; so that presumably 
there was no way of countering it. 

Mr. Cutler’s wrath was provoked by Aviation Week, which dis- 
closed, in its issue of October 21, that the United States had tracked 
every Russian missile test fired in the last 2 years by long-range radar 
located in Turkey. 

As a result we knew all about the Soviet’s progress in intermediate 
and intercontinental ballistic missiles, the magazine said. 

In a full-page editorial explaining his motives for divulging what he 
had long suppressed, Robert Hotz, editor of Aviation Week, wrote in 

art: 

F “First, it is not a secret from anybody except the vast bulk of the 
American people who are most vitally affected by it. The Russians 
have known about it for some time and there is little they can do 
beyond what they are already doing—threaten Turkey where this 
radar equipment is located. We have known about it for more than 
a year. News of this operation can be obtained in Athens cafes, 
Pentagon corridors, Los Angeles cocktail parties, and avionic profes- 
sional society gatherings. Bits and pieces of the story have already 
appeared in the public prints of several nations.” 

The editorial was entitled ““‘Why Mr. President?” and it asked why, 
in view of our established knowledge of Russian progress in the ballistic 
missile field, we had not extended our efforts to meet the challenge. 

As a result Mr. Cutler, a Boston lawyer who likes to be known as 
General, a rank he acquired during Pentagon service in World War II, 
said that the magazine, which he never mentioned by name, lest it 
act against him, had committed an actionable breach of security, just 
skirting treason. 

“Tf it is actionable, why don’t you take it to court,” he was asked. 

He replied that the Government did not want to call further atten- 
tion to the story. But he added, in approximately these words: 

“If any of you here advertises in this publication, I suggest that 
you search your souls before you give it further support.” 
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Aviation Week is published by McGraw-Hill, whose best known 
magazine is Business Week and whose specialty is business journals 
in various fields of enterprise. 

If McGraw-Hill is, in fact, traitorous, at least it spreads its views 
on the record. 

General Cutler never expected that his accusations would get be- 
yond the grand ballroom of the Homestead. 


[Excerpt from Associated Press story, October 30, 1957] 


Meantime, in a private interview, a businessman who was present 
substantially corroborated the stories which leaked earlier from Hot 
Springs. This informant said Cutler, the White House liaison officer 
to the National Security Council, spent 4 or 5 minutes on his denuncia- 
tion of the magazine. 

Cutler used the word ‘‘treason” perhaps three times, this informant 
said, and suggested in approximately these words that “you advertisers 
might want to reconsider or reappraise your policy.” 

The source said Cutler apparently delivered the talk from notes 
and ‘“‘became quite excited and violent.” 

Cutler said—according to this source—that some persons in the 
Government thought the magazine should be prosecuted but that 
Cutler had recommended against it because a trial might expose 
other military secrets. 

The informant quoted Cutler as saying he favors freedom of the 
press but considers it as “going too far’ when a publication jeopardizes 
this country’s security, and that of a friendly ally, in order, as Cutler 
was quoted, to “put a buck in its pocket.” 

Reporters were barred from the Hot Springs meeting, as from all 
sessions of the Business Council. The Council includes the presidents 
and board chairmen of many of the country’s biggest corporations, 
defense contractors, and advertisers. 


Exuisir III-C 
[CORRESPONDENCE WitH Curler] 


CONGRESS OF THE UNITED SratTEs, 
House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., October 31, 1957. 
Brig. Gen. Ropert Cuter, 
Special Assistant to the President for National Security Affairs, 

Washington D. C. 

Dear GenerAL: As I explained in our telephone conversation 
Wednesday, the House Government Information Subcommittee has 
been studying the problems of the public’s right to information 
about the operations of Government and the relation of this right to 
national security. 
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In view of we long experience and familiarity with these problems, 
Chairman John E. Moss instructed me on behalf of the subcommittee 
to discuss with you personally your ideas on the subject. 

I am writing this letter at your request, confident you will give the 
questions your careful consideration as you assured me you would. 

The subcommittee is particularly concerned about the relationshi 
between the need for secrecy, in view of the unusual internationa 
situation, and the necessity in a democracy for a fully informed public. 
I would like to ascertain your opinion on how and where the line of 
demarcation can be drawn. 

The subcommittee also is interested in your ideas on what to do 
about alleged “leaks” of classified information if they appear in the 
public press, who is to determine whether a are disclosures of 
genuine security information, and what action should be taken. 

I understand you mentioned a case of an alleged breach of security 
during a talk before the Business Advisory Council at Hot Springs, 
Va., on October 26, 1957. Press stories about your remarks state that 
you spoke of a story in a recent issue of an aviation trade magazine 
about techniques used by the United States to track Russian missiles. 
The stories also report that you suggested to the businessmen at the 
meeting what they could do about such an incident. 

Since this instance you cited may very well epitomize the problem 
of the right-to-know versus security, the subcommittee would like to 
know whether you did in fact state that the story was “treasonable” or 
a violation of law, and if so, what law, and whether you suggested or 
hinted that businessmen reappraise their policy toward that or any 
other publication. 

If you have found that the press reports of your remarks were 
inaccurate, would you please explain exactly what opinions you did 
express on this matter? Did you speak from notes or a prepared text? 

I am looking forward to your cooperation in reply to these questions 
which are of great importance to the subcommittee’s study of the 
availability of information. I regret that these questions are posed 
during a very busy time for you, and I trust that by now you have 
won a clear-cut victory over the flu bugs. 

Sincerely yours, 
Pau. SoutTHwICckK, 
Professional Staff Member. 


Tue Waite Hovssz, 
Washington, November 5, 1957. 


Mr. Pau. SourHwick, _ 
Government Information Subcommittee of the Committee on 
Government Operations, House of Representatives, Washington, 


Dear Mr. Souruwick: I am replying to your communication 
dated October 31, 1957. 

The two questions in your letter relate to policy decisions in the 
field of security which are beyond my responsibility in Government. 
In respect of the first question, the President has issued an Executive 
order (No. 10501) dealing with the subject, the provisions of which 
I regard as providing the minimum necessary protection. I have no 
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official views in answer to the second question, but the deliberate 
publication of information classified as secret on the grounds of 
military security will, I hope, lead your committee and the Congress 
to examine existing law with a view to determining whether it effec- 
tively protects the people of the United States from public disclosure 
of information helpful to an opponent dedicated to destroying our 
individual liberties. 

With respect to my talk on October 26 to the Business Advisory 
Council, it was informal, lasting about 45 minutes. It was based on 
rough notes and there was no record made. 

Generally, my talk dealt with broad guiding principles for the 
United States during the very long period seen ahead while the threat 
of international communism confronts us: United States economic 
vitality; a stable rate of United States defense expenditure; wider 
United States citizen interest and participation in scientific progress 
and achievement. 

To illustrate difficulties facing a free nation in the continuing 
struggle with international communism, I mentioned a story recently 
published in a weekly trade journal, not identified by me by name 
(but in which I stated that some of my listeners were probably adver- 
tisers). This story purported to give details about an overseas instal- 
lation and its contribution to free world defense. 

I remember saying that the publication of this story was in a 
category of things prejudicial to our Nation and its people in the 
free-world struggle for survival. I explicitly stated that the publica- 
tion of the story was not treason. I did not state that any advertiser 
should boycott the magazine. 

Sincerely yours, 
Rosert Cuter, 
Special Assistant to the President. 


Exursit IV 
[RESTRICTED WEATHER REpoRT] 


Hovusr oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
February 26, 1957. 
Hon. Cuarites E. Wison, 
Secretary of Defense, 
Department of Defense, 
Washington, D. C. 

Dear Mr. Secretary: It has been called to my attention that the 
Air Force applies a verbal classification on weather information which 
may be obtained by calling the Pentagon and asking for extension 
79355. 

I understand that this extension number is printed on the front of 
the Defense Department telephone book, an unclassified document 
available to anyone who wants to look at it. The number is common 
knowledge and has appeared in public print. 

When a person calls the number, he receives a detailed, recorded 
weather report and forecast from Bolling Field. At the end of the 
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automatic, 55-second recording, he is told that the information is “for 
military use only and dissemination to the public is not authorized.” 

The Special House Subcommittee on Government Information, of 
which I am chairman, has found a number of unusual applications of 4 
secrecy in the name of security, but this appears to be a new technique. 

I would appreciate an explanation of how a verbal classification q 
can be applied to information which virtually anyone in the world 
can obtain automatically be merely calling the Pentagon from the 
corner drugstore or from the Kremlin itself. I would also appreciate 4 
your comments on this instance in relation to the finding of your own a 
Committee on Classified Information headed by Charles A. Coolidge, J 
which found, in effect, that efforts to classify the unclassifiable were 
undermining the entire security system. 

Do the recorded weather reports involve military security? If so, a 
does the information come under the classifications specified in 
Executive Order 10501? If not, under what statutory authority is 
the verbal classification made? If there is a departmental rule or 
regulation covering this classification, please provide the subcom- 
mittee with copies. If the classification is on the basis of discretionary 
action, please explain fully. 

'Sincerely, 






JoHn E. Moss, Chairman. 


















House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 

OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 

March:18, 1957. 


ee ee 


Hon. Cuarues E. WItson, 
Secretary of Defense, j 
Department of Defense, Washington, D. C. i 


Dear Mr. Secretary: On February 26, 1957, I wrote to you 
regarding the application by the Air Force of a verbal classification on i 
weather information. 

I have not received a report on the information requested nor has J 
my letter to you even been acknowledged. : 

‘In order that this matter can be clarified, I would appreciate a 
reply as soon as possible. 

Sincerely, 















Joun E. Moss, Chairman. 









OFFICE OF THE ASSISTANT 
SECRETARY OF DEFENSE, I 
Washington, D. C., March 21, 1957. 
Hon. Joun E. Moss, i 
Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House of Representatives. 


Dear Mr. CuatrMan: Secretary Wilson has asked me to reply 
to your letter of February 26, 1957, relating to the weather information 
report which may be obtained by calling Department of Defense 
telephone, extension 79355. 
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The recorded weather forecast to which you refer is provided by 
the Department of the Air Force, which in response to your questions, 
has advised as follows: ; 

“The purpose of the recorded weather forecast is to conveniently 
furnish the latest Bolling weather conditions and forecast to personnel 
normally served by this facility. Utilization of the recorded tech- 
nique reduces the in-station workload of Bolling forecasters. As a 
result they can concentrate their efforts on departing , en route, and 
incoming aircraft. The shortage of weather forecasters makes it 
essential that we employ every acceptable means of providing weather 
service more efficiently. 

“The phrase ‘is for military use only and dissemination to the public 
is not authorized’ was not intended to suggest a security classifi- 
cation. It was appended at the direction of the Ninth Weather Group, 
Air Weather Service to avoid any appearance of encroaching on the 
United States Weather Bureau’s prerogatives to serve the general 
public. It is agreed that since the recording is also available to the 
public, the statement could conceivably create the erroneous impres- 
sion that some sort of security is involved. 

“To overcome this deficiency, the wording was revised on March 1, 
1957, as follows: ‘This information is prepared for use by military 
personnel in the Washington area.’ ”’ 

I trust that the above ‘explanation fully answers your inquiry. 

Sincerely yours, 
Puiutie K. ALLEN, 
Deputy, Public Affairs. 


Exuisit V-A 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 


January 28, 1958. 
Hon. New H. McEtroy, 


Secretary of Defense, 
Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: On January 21, 1958, testifying before the 
House Government Information Subcommittee, Dr. Wallace R. Brode, 
science adviser to the Secretary of State, said: 

“One of the Nation’s outstanding physicists has a hobby of archery, 
and is a pretty good archer * * * “In the last world war he was one 
of the leaders in our advanced science program, but at the same time 
managed to direct some experimental work on some new ideas on 
more efficient and effective bows and arrows. This work was, of 
course, classified, and after the war he tried to get it declassified but 
without success. So far as I know it is still classified * * *” 

Through further investigation, the subcommittee has established 
that the work in question was performed by Dr. Paul E. Klopstag, 
presently assistant director of the National Science Foundation, and 
that the report on Dr. Klopstag’s project apparently is under control 


of Army Ordnance, which took it over from the Office of Strategic 
Services. 
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The subcommittee desires to know if the work of Dr. Klopstag is 
still classified. Ifso, what classification does it bear and when was the 
project last reviewed for declassification? 

If the work is classified, is there currently underway any review of 
the classification to see whether there is any proper reason for continu- 
ing its classified status? 

The subcommittee would appreciate a prompt answer to this inquiry 

so it may be included in the record of the hearing during which Dr. 
Brode raised the issue. 
Sincerely, 







Joun E. Moss, Chairman. 









Exuisit V—B 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D. C., February 12, 1958. 





Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. CHarrMan: Your letter of January 28, 1958, addressed 
to the Honorable Neil H. McElroy, Secretary of Defense, in reference 
to the testimony of Dr. Wallace R. Brode, has been referred to the 
Department of the Army for reply. 

An examination of available records discloses that a report on silent 
flashless weapons was prepared by Northwestern University under 
contract for the Office of Scientific Research and Development and 
submitted as a “Confidential” document on August 24, 1944. 

After World War II, late in 1945, this report was downgraded to 
“Restricted” as many military documents were at the time. 

Prior to December 31, 1947, when the Office of Scientific Research 
and Development was dissolve d, this and other OSRD documents 
were transmitted to the National Archives where it remained until its 
withdrawal was requested on January 24, 1958, by the Office of the 
Assistant Secretary of Defense (Research and Engineering) as a 

result of an inquiry by your subcommittee. 

Subsequent to its transfer to the National Archives, this document 
was reclassified confidential, per Department of the Army instructions, 
as the result of Executive Order 10501. Under this Executive order, 
the classification ‘‘Restricted’’ was abolished, and all documents 
so classified were either to be declassified entirely or upgraded to 
“Confidential” if a security factor were involved. 

The document was forwarded on January 24, 1958, by the Office of 
the Assistant Secretary of Defense (Research and Engineering) to 
The Adjutant General, Department of the Army, where it was 
reviewed and declassified on January 31, 1958. It was returned on 
February 4 to the Office of the Assistant Secretary of Defense which 
made it available to the news mediums. 

Sincerely yours, 


























J. H. MicHag.is, 
Major General, GS, 
Chief of Legislative Liaison. 
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Exuisit V—C 
[Editorial from San Francisco Chronicle of January 26, 1958] 


SEecRET WEAPON IN A QUIVER 


Representative John E. Moss, of Sacramento, has earned a fame 
that can know no dimming by revealing that a wartime physicist’s 
design for bows and arrows is still classified secret. 

We want our Government to get an object—any object—into space. 
But can it do that and also stay ahead in strategic and tactical 
archery? The very attempt could prove too much for the economy, 
It seems to reflect a too great preoccupation with the means of sur- 
vival. Yet, to be fair to the Pentagon, it may feel that the least we 
should do for posterity, if we fail in all else, is to hand down a well- 
designed bow and arrow. 

The bow-and-arrow disclosure was drawn out by Chairman Moss 
before the House Government Information Subcommittee. It is 
surely the most striking example of military overclassification that 
he has yet brought to the notice of a sputnik-disillusioned public. 
Such absurdities are bringing on more and more recognition of the 
self-defeating nature of secrecy. 

We have recently noticed, in newspapers of long-demonstrated 
reactionary views, a trend toward flaying the Washington bureau- 
crats responsible for suppressing Civil War secrets and other military 
information of a totally harmless character. These are papers not 
hitherto concerned with the dangers of secrecy. Never having our- 
selves been believers in the necessity for about 95 percent of the 
classification of information that takes place in Washington, we are 
not sorry to see this trend developing. 

A question that arises is: Where were these protesters when secrecy 
was first fastening its paralyzing grip on this Government, back in 
the 1940’s? They were rooting and tooting for more and more of it. 

Classify every conceivable scientific paper and seal every expert’s 
lips—that was the demand of the security worshippers. They were go- 
ing to shut off Russia from 20th-century science by wielding the ‘‘top 
secret” rubber stamp. The Soviet explosion of the atomic bomb in 
1949 and of the H-bomb in 1953 taught these zealots nothing; they 
were riding high and happy with their god, McCarthy, who w as sure 
slapping communism around, wasn’t he? The Oppenheimers and 
Condons were thrown out of Government service and the rec ruiting 
of young, night-law-school graduates into the FBI for security- 
clearance work was stepped up. The circulation of factual scientific 
knowledge was placed under suspicion; you had to show a ‘“‘need to 
know” to get information from other agencies in the Government, 
and even the laws of nature were in some cases stamped secret, 
Representative Moss has shown. 

Now, we are even depriving the Nation’s stout yeomen—assuming 
there are any—of an improved bow and arrow to shoot against the foe. 
That is no jesting matter. If the United States should continue to 
believe blindly in the efficacy of secrecy, it will ultimately lose every 
arrow in its quiver. 
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Exuisit VI-A 
DecEMBER 19, 1957. 
Brig. Gen. ARNo H. LurexnMan, 
Director, Office of Information Services, Department of the Air 
Force, Department of Defense, the Pentagon, Washington, D. C. 

Dear GreNnerRAL LureHMAN: During your testimony on July 8, 
1957, before the House Government Information Subcommittee, you 
told of a proposal to release more information about missiles and 
missile test firings without compromising true military security 
(subcommittee hearings, pp. 2479-2481). 

The subcommittee, as part of its study of the availability of infor- 
mation from the Military Establishment, will appreciate a detailed 
report from you on exactly what happened to the Air Force proposals. 

It would be helpful if you could explain the highlights of the pro- 

osals, how they originated, and a chronological account of what 
appened to them, to the best of your knowledge. 

The subcommittee is particularly interested in knowing whether the 
Defense Department or the Operations Coordinating Board, as the 
case-may be, gave the Air Force definitive answers in reply to such 
proposals. For instance, the subcommittee would appreciate knowing 
whether the Air Force proposed a press tour of the Cape Canaveral 
Missile Test Center; whether the proposal had the approval of the 
commanding general of the missile test center; and whether the Air 
Force ever received a written answer from the Defense Department 
in reply to its request? 

In your experience in seeking release of information, have you found 
that there is a responsible official within the Defense Department to 
whom you can go and get a final, definitive answer in reply to a re- 
quest for the release of photographs or information? Please explain 
with examples in your experience. 

Your replies to these questions, with any additional comments you 
care to make, will be most helpful in aiding the subcommittee to 
determine how informational policies are developed and put into 
operation at the Pentagon. 

Sincerely, 
Joun E. Moss, Chairman. 





DEPARTMENT OF THE AiR Force, 
OFFICE OF THE SECRETARY, 
Washington, January 22, 1958. 
Hon. Joun E. Moss, 
Chairman, Subcommittee on Government Information Committee 
on Government Operations, House of Representatives. 


Dear Mr. Cuatrman: I wish to apologize for the delay in answering 
your letter of December 19, 1957, but I have had a short tour in the 
10spital and have spent some time out of the country recently. 

On August 20, 1957, I made a presentation to Mr. Quarles and Mr. 
Snyder concerning problems of the Air Force in adhering to existing 
policy information on missile firings. The policy at that time 
restricted the military departments from saying more than that a 
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missile firing had occurred. Our briefing pointed out some of the 
typical misinformation which was appearing in the press. In addition, 
some of the physical security problems at Patrick Air Force Base were 
discussed. The Air Force recommended that the Department of 
Defense consider reviewing their policy on release of information on 
missiles in view of the following: 

(a) A great amount of misinformation was appearing in the 
press. 

(6) Physical security problems at Patrick Air Force Base make 
it impossible to maintain security on certain aspects of the missile 
program. 

(c) The development program on missiles had reached a stage 
where certain information could be released without violating 
security. 

The Air Force considered the following information as releasable: 

(a) External configurations of Atlas and Thor. (Titan to be 
held in abeyance until missile is actually being tested on the 
stands at Patrick.) 

(6) Identify names of missiles being tested when external 
configurations are cleared. 

(c) Type propellants used. 

(d) Guidance-system identification as radio inertial or all 
inertial. 

(e) Thrust—general thrust area or equivalent in horsepower 
generated. 

(f) Statement regarding general flight-test objectives. 

(g) Statement regarding general results of selected flight tests. 

(h) Test facilities; i. e., launch complex, exterior and interior 
of ldihcwe when no a assified activity is in progress. 

The following information on missiles was considered classified and 
should be withheld: 

(a) Warhead design, weight, and yield. 

(b) Detailed tec chnical data of flight tests. 

(c) Details of specific ballistic missile wes ypons systems. 

(d) Test schedules. 

(e) Exact statement of progress. 

In June of 1957, a meeting was held in the Office of the Assistant 
Secretary of Defense, Public Affairs, to discuss a proposed press tour 
of Patrick Air Force Base, Cape Canaveral, and some of the down- 
range stations. Such a proposed tour was concurred in by the 
commander, Air Research and Development Command, and com- 
mander, Air Force Missile Test Center. On July 19, 1957, by mem- 
orandum to Mr. Snyder, the Air Force recommended a press tour of 
the Air Force Missile Test Center. 

As you know, there has been considerable activity in the informa- 
tion field since that time—a change of Secretaries in the Department 
of Defense, increased activity at the Air Force Missile Test Center, 
and the recent Soviet accomplishments. This has caused some delay 
in attaining all our objectives; however, we have had several meetings 
with the Department of Defense and I do feel considerable progress 
has been made. 

The policy in regard to missile firings at the AFMTC has been 
changed by Mr. Snyder’s memorandum of October 25, 1957, to permit 
the identifying of the missile tested and to announce whether the test 
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was successful or unsuccessful. External configurations of the Atlas 
and Thor have been declassified subject to certain limitations for 
security reasons. ‘The models of the Thor have been cleared. 

My experience has been that the Air Force has been able to get a 
final, definitive answer in reply to a request for the release of photo- 
graphs or information from the Office, Assistant Secretary of Defense, 
Public Affairs. At times we have not received this clearance as fast 
as might have been desired, but this is due to the extensive coordina- 
tion required in almost all instances. 

I hope the information set forth above provides you with the infor- 
mation you desire, 

Sincerely, 

Arno H. LurHMAN, 

Major General, USAF, 
Director of Information Services. 


Exuisit VI-B 


[United Press story from Washington Daily News of October 23, 1957] 





SaTELLITE LaAuNcHER May Be Firep Topay—Jvupirer Test Hatiep; 
VaneuarD Ser To Go 


















The United States seized the propaganda offensive today in the 
battle with Russia for space rocket supremacy. It told the world it 
has successfully fired a 1,500-mile Jupiter ballistic missile ‘‘on target.”’ 

Firing of the Jupiter apparently set the stage for a trial flight of the 
Vanguard satellite rocket today. 

The trim Vanguard, which scientists hope will fling a United States 
earth satellite into orbit in March, has been ready on its launching pad 
since Friday for a test of the first of its three stages. It was not to 
carry a baby ‘‘moon”’ in its nose. 

The test has been delayed, presumably by bad weather. But last 
night’s flame-belching Jupiter was triggered during a light drizzle and 
with winds only slightly less brisk than they have been for the past 
2 days. 

Scientists were believed possibly ready to fire the Vanguard today 
despite the weather. 

FIRST TIME 













The announcement of Jupiter’s successful test was the first time the 
Pentagon ever gave any material information on a missile shoot. The 
abrupt departure from strictest secrecy is an apparent attempt to 
restore public confidence in the United States missile program as well 
as warn Russia. 

The successful test lent an encouraging note to the arrival today of 
British Prime Minister Harold Macmillan for talks with President 
Eisenhower on the Middle East and missiles. 

In its announcement, the Pentagon withheld the distance flown by 
the Jupiter as secret. But it said: ‘“The missile flew its prescribed 
course and impacted in the preselected target area.” 

The brief statement added: ‘This test of the Jupiter under develop- 
ment by the Army is one of a series of intermediate range and 
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intercontinental ballistic missile flight tests being conducted at the 
Canaveral range.” 

The successful test lent an encouraging note to the arrival today of 
British Prime Minister Harold Samuiien for summit talks with 
President Eisenhower on Syria and sputnik. 


REBUKED 

Other developments: 

Presidential Adviser Clarence B. Randall was rebuked by Senator 
Styles Bridges (Republican, New Hampshire) for dismissing sputnik 
as a “silly bauble.”” Senator Bridges, top Republican on the Senate 
Preparedness Subcommittee, said it was a “terrible thing” for a high 
Presidential aid to make such a statement. 

The sputnik continued to trail its rocket around the globe by 39 
minutes. This was a 24-hour loss of 9 minutes as the rocket picked 
up more speed. 

Rear Adm. Rawson Bennett, Chief of United States Naval Re- 
search, said it does not follow at all that Russia has a perfect inter- 
continental missile simply because it successfully launched a satellite. 


{Story from Washington Post and Times Herald of October 25, 1957] 


More Unirep States Successes 1N Missites Arrep as News 
Curs Is Erasep 


By John G. Norris 


A barrage of new missile and rocket-firing announcements came from 
the Pentagon yesterday, evidencing not only that the United States is 
making rapid progress in this field but now wants to tell the world 
about it. 

In rapid succession, the Defense Department told of the successful 
testing of a Thor ballistic missile and a Bomarc antiaircraft weapon 
in the Atlantic, and the firing of another high altitude rocket in the 
Pacific. 

Under the shadow of sputnik, it was clear that the Eisenhower ad- 
ministration had changed its policy about publicizing new weapons. 
The new information policy, moreover, goes further than announcing 
missile-test firings promptly and more fully; it apparently also per- 
mits disclosure of spectacular achievements even when highly classified. 

Naval officers, for example, said that all data about their atomic 
depth charge were stamped “secret” until Defense Secretary Neil H. 
McElroy announced that it was operational during an informal plane- 
side talk with newsmen Wednesday. 

The stepped-up reports of American defense achievements told of 
this progress yesterday. 

On top of disclosure that an Air Force research rocket has been 
fired more than 1,000 miles into space Monday for a new record, the 
Air Force said that another such Project Far Side rocket was launched 
from another balloon 100,000 feet above Eniwetok Sunday. This 
rocket’s instruments, however, were stripped from it in this test. 
But data are now being correlated of the more successful instrumented 
shoot, which should tell today whether this rocket reached a hoped-for 
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4,000 miles—many times the altitude of the 560-mile high sputnik. 
Far Side rockets, however, were not designed to orbit. 

A Bomare antiaircraft missile fired from the Cape Canaveral, Fla., 
missile-test center yesterday morning, pursued at some 1,700 miles 
and hour a drone bomber flying at 60,000 feet, and knocked it down 
into the Atlantic after a 100-mife chase. In an unusual full disclosure 
of such tests, the Pentagon said that there have been other successful 
interceptions by the Boeing missile in which the expensive drone was 
not destroyed. Yesterday’s “kill” was by unintended collision without 
a warhead. 

Another successful launching of the Air Force’s intermediate range 
ballistic missile Thor also was made at the Florida test center yester- 
day. A Pentagon announcement said it “flew its prescribed course 
and landed in the preselected impact area.” This meant that the 
Thor traveled 1,500 miles or more and landed about where it was 
intended. This was the fourth successful Thor test out of eight 
attempted launchings. The current tests are of the rocket vehicle 
itself, while the dozen or so forthcoming firings will test its ultimate, 
more sophisticated guidance mechanism, its nosecone, and warhead. 

Earlier yesterday, there was another apparently successful firing of 
a research rocket, which one report from the scene said may have been 
a test vehicle of the Navy’s IRBM Polaris, still in the early develop- 
ment stage. 

This activity followed hard on the announcement Wednesday of 
the successful test of first stage of the Navy’s Vanguard satellite rocket. 
The General Electric rocket carried a 22,600 pound satellite launching 
vehicle to an altitude of 109 miles and a top speed of 4,250 miles an 
hour. It carried dummy second and third-stage rockets, which when 
fired, perhaps in December, will achieve a speed of 18,000 miles an 
hour, and possibly put a small “moon” into orbit. 

There also was a firing Tuesday night of the Army’s Jupiter inter- 
mediate range ballistic missile, the third success out of five such 
launchings. ‘This marked the first time that the Pentagon had done 
more than merely acknowledge that “another in the continuing series 
of missile tests in Florida has been conducted.” 

Yesterday, the new Pentagon machinery to tell about its missile 
achievements was so well oiled that newsmen here were relayed the 
word of the Thor launching so quickly that they scooped the reporters 
on the public beach near Canaveral. 

However, a crossed switch apparently balked the Pentagon from 
ane the most spectacular American rocket achievement to 

ate. 

The Defense Department, which had taken over control of accounc- 
ing the Far Side launching, didn’t get word of the Monday success 
until told about it by newsmen following west coast comment on it 
by participating scientists who had just returned to Los Angeles. 


Exuisit VI-C 


release—Please note date—Department of Defense, Office of Public 
Information, Washington, D. C., January 28, 1958] 


[News 


An intermediate range ballistic missile, the Thor, was test fired this 
afternoon at the missile test range, Cape Canaveral, Fla., the Depart- 
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ment of Defense announced. The launching was successfully carried 
out. 

This test of the Thor, under development by the Air Force and 
Douglas Aircraft Co., Inc., is one of a series of intermediate range and 
intercontinental ballistic missile flight tests conducted at the Cana- 
veral range. 

The missile flew its prescribed course and landed in the preselected 
impact area. 


[Story from p. 1, New York Times of January 29, 1958] 


Tor Sai To Hir Tarcet in Test—Arr Force To Use Its IRBM 
RECONNAISSANCE—ARMY To FIRE SATELLITE SOON 


By Milton Bracker 


Cape CANAVERAL, Fua., January 28.—Another Thor—the Air 
Force’s intermediate range ballistic missile—was test fired success- 
fully here just after 3 o’clock this afternoon. 

Meanwhile, the exact day and hour of the expected launching of 
the Army’s satellite-bearing Jupiter-C remained classified. 

But, as was reported independently from Cocoa Beach yesterday, 
the countdown on the Jupiter-C may begin at any time after midnight, 
tonight. 

The Army gained priority in the interservice satellite race when it 
became known Sunday afternoon that the whole second-stage engine 
of the Navy’s Vanguard rocket would have to be replaced. The 
Navy had been running countdowns in an attempt to get its Vanguard 
off. 

The Department of Defense said today’s Thor ‘flew its prescribed 
course and landed in the pre-selected impact area.’ 

This came as a surprise to watchers on nearby beaches—and made 
anew the point that it is impossible to judge the performance of mis- 
siles simply by looking at them, even with binoculars. 

With the retirement of the red and white gantry cranes, today’s 
Thor stood like a snow-white spear, easily visible with the naked eye 
from as far as 6 miles away. 

It rose with the usual burst of steam, gained altitude atop a searing 
gold jet, and arched to the southeast through a cloudless sky. 

But then, as the rat-tat-tat sound caught up, and the cottony vapor 
trail spread out behind like skywriting, the diminishing spark seemed 
to swerve back and down. A solid particle seemed to fall from it, and 
a puff of white smoke suggested that there had been a further ex- 
plosion. 

But there was no official explanation of these details. It can only 
be said that when the last Thor was fired, on December 19, at about 
the same time of day, into the same kind of sky, these things did not 
occur. 

Donald W. Douglas, chairman of the board of Douglas Aircraft, 
prime contractor on the Thor, witnessed today’s firing. 

The significance of today’s event was that it was the first firing of 
the Air Force’s IRBM since it was disclosed in Washington that the 
Thor would be used as a booster for a military reconnaissance satellite 
with a recoverable capsule. 
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On January 14, it was revealed that the project had been outlined 
by Maj. Gen. Bernard A. Schriever of the Air Force Ballistic Missile 
Division in previous secret testimony before the Senate Preparedness 
Subcommittee. 

A heavily censored transcript of General Schriever’s testimony indi- 
cated that authority to move into the final development stage of the 
her etofore-secret project had been obtained “just several months 
ago.’ 

“Tt was asserted that a test vehicle using the Thor as a booster would 
be put into orbit by next October. The reconnaissance satellite would 
follow by the spring of 1959. 

A competition to Army’s Jupiter, the Thor is a single-stage liquid 
rocket with an estimated range of 1,500 miles and an estimated velocity 
of Mach 10—that is, 10 times the speed of sound. In normal warm 
air at sea level, the speed of sound is 760 miles an hour. 


[Statement from the Department of Defense] 


Following corrective statement issued January 29, 1958: 
“A restudy of range data from Tuesday’s Thor flight indicates 
that, after a perfect launch and early flight performance, the missile 
deviated from its prescribed course. Accordingly, the flight was not 
completely successful.”’ 


Exuisit VI-D 





ConGrRrEss OF THE UNITED SrarTeEs, 
House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., December 7, 1957. 
Gen. Maxwetu D. Taytor, 
Chief of Staff, De partment of the Army, 
The Pentagon, Washington, D. C. 


Dear GreneraL Taytor: The House Government Information 
Subcommittee, in its study of the information practices of the Army, is 
interested in the origin of a message dated October 9, 1957, and issued 
by the Army Chief “of Sts aff, as follows: 

“‘Addressees will take immediate steps to assure that personnel for 
whom they are responsible refrain from public statements or discus- 
sions bearing on the current missile or satellite situation. Any 
statements on these matters at this time are subject to misinterpreta- 
tion both here and abroad.” 

The subcommittee will appreciate your full explanation of the origin 
of ~*~ at message, including answers to the following specific questions: 

. Was the problem of public comment by military personnel on 
Bigsstos and satellites discussed by the Joint Chiefs of Staff or at 
a meeting by you with the Chiefs of the other two services, and if so, 
did your message of October 9, 1957, stem in any way from those 
discussions? 

2. Did your message of October 9, 1957, stem in any way from 
instructions or advice, verbal or written, from the Executive Office 
270275818 
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of the President, either (a) directly to your office, (6) to the Joint 
Chiefs of Staff, or (c) through the Office of Sec retary of the Army? 
If so, please explain fully. 

Your cooperation in answering these questions will be most helpful in 
the subcommittee’s attempt to understand Army operations bearing 
on the availability of information from the Armed Forces. 

Sincerely, 
Joun E. Moss, Chairman. 


Unirep Srates Army, 
Tue Curier or Starr, 
December 16, 1957. 
Hon. Joun E. Moss, 
Chairman, Governmental Information Subcommittee of the 
Committee on Government Operations, House of Represent- 
atives, Washington, D. C. 

Dear Mr. CHarrMan: This is in response to your letter of Decem- 
ber 7 which requested answers to certain specific questions on the 
origin of the Army message of October 9 to the field concerning state- 
ments on the missile and satellite situation. 

With respect to your first question, I would say that the Joint 
Chiefs of Staff as such did not consider the matter of public comment 
on missiles and satellites. As individual chiefs of service, they effected 
the lateral coordination of the message referred to, which Mr. Snyder 
mentioned in his letter of November 1 on this subject. 

With reference to your second question, I take full responsibility 
for the subject message as it was issued to Army addressees. 

Sincerely, 
MaxweELi D. Tay or, 
General, United States Army, 


Chief of Staff. 


CONGRESS OF THE UNITED StaTEs, 
House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 

OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., December 7 , 1967. 
Vice Adm. J. L. Hotutoway, Jr 

Chief of Naval Personnel, 
Department of the Navy, 

The Pentagon, Washington, D. C. 

Drak ApmiraLt Hottoway: The House Government Information 
Subcommittee, in its study of the information practices of the Navy, 
is interested in the origin of OPNAV 5721, dated October 9, 1957, 
and signed by you as Ae ting Vice Chief of Naval Operations. 

The subcommittee will appreciate your full explanation of the 
origin of that message, including answers to the following specific 
questions: 

. Did OPNAV 5721 originate in any way as the result of dis- 
cussions by the Joint Chiefs of Staff or between representatives of the 
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Chief of Naval Operations and representatives of the other two 
services? If so, please explain fully. 

2. Did OPNAV 5721 stem in any way from instructions or advice, 
verbal or written, from the Executive Office of the President either 
(a) directly to the Office of the Chief of Naval Operations, (6) to the 
Joint Chiefs of Staff, or (c) through the Office of the Secretary of the 
Navy? If so, please explain fully. 

Your cooperation in answering these questions will help in the 
subcommittee’s attempt to understand Navy operations involving 
the availability of information. 

Sincerely, 


Joun E. Moss, Chairman. 


DEPARTMENT OF THE Navy, 
Bureau or NAvAL PERSONNEL, 
Washington, D. C., December 17, 1957. 
Hon. Joun E. Moss, 

Chairman, Government Information Subcommittee of the Commit- 
tee on Government Operations, House of Representatives, 
Washington, D. C 

My Dear CuHarrMan: Your letter of December 7 requested 
certain information with regard to OPNAV 5721 on the subject of 
public statements by Navy Department officers concerning space 
satellites. 

I have been informed that an informal discussion of the subject was 
held between the Chief of Naval Operations and the Chiefs of Staff 
of the Army and Air Force. This meeting was not held in their ca- 
pacity as the Joint Chiefs of Staff but as individual chiefs of service 
effecting lateral coordination on a mutual subject. It was agreed at 
that time to restrict the release of any official comments on the subject 
of space satellites only to those individuals who were in an authorita- 
tative position to make such comments by virtue of their knowledge. 
It was evident that many speculative statements might be made if 
prudent steps were not taken. These statements, if made, would lead 
to a misinformed public on an important topic. 

Subsequently, OPNAV 5721 was canceled and an informative dis- 
patch was sent to naval personnel containing factual information which 
could be used in speaking to the public. 

In response to your second query , OPNAYV 5721 was issued by me at 
the verbal instruction of the Chief of Naval Operations as the result 
of the informal discussions he held with General Taylor and General 
White. 

It is a pleasure to have been of service to you in this instance. 

Sincerely yours, 
J. L. Hotioway, Jr., 
Vice Admiral, United States Navy, Chief of Naval Personnel 
and Deputy Chief of Naval Operations (Personnel and Naval 
Reserve). 
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ConGress OF THE UNITED STATES, 
House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., December 16, 1957. 
Gen. THomas D. Wuirts, 
Chief of Staff, Department of the Air Force, 
The Pentagon, Washington, D. C. 

Dear GENERAL Wuite: The House Government Information Sub- 
committee, in its study of the information practices of the Air Force, 
is interested in the origin of a message dated October 9, 1957, and 
signed by you, as follows: 

“Recent Soviet announcements have created much public interest 
and speculation. ‘To endeavor to keep this matter in proper perspec- 
tive, assure all personnel under your jurisdiction refrain from making 
any public comments pertaining to missile or satellite matters at this 
time. Any comments almost certain to be misinterpreted. Discre- 
tion should be used in the implementation of this instruction.’ 

The subcommittee will appreciate your full explanation of the origin 
of that message, including answers to the following specific questions: 

1. Was the problem of public comment by military personnel on 
missiles and satellites discussed by the Joint Chiefs of Staff or at a 
meeting by you with the chiefs of the other two services, and, if so, 
did your message of October 9, 1957, stem in any way from those 
discussions? 

2. Was it your opinion that your message restricting public comment 
by military personnel about missiles and satellites at that time reflected 
the wishes of the President? 

If so, did you receive any advice, written or verbal, expressing 
such a polic: y from the Executive Office of the President, either (a) 
directly to yourself or your office, (b) to the Joint Chie fs of Staff, or 
(c) through the Office of the Sec retary of the Air Force? 

4. Did you pass along verbal instructions or advice expressing Presi- 
dential interest in restricting public comment by military personnel 
on missile and satellite matters at that time? If so, please explain 
fully. 

Your cooperation in answering these questions will be helpful in the 
subcommittee’s attempt to understand Air Force operations involving 
the availability of information. 

Sincerely, 
JoHn E. Moss, Chairman. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE CHIEF OF STAFF, 
Unitep States Arr Force, 
Washington, D. C., January 6, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee of the Committee 
on Government Operations, House of Representatives. 

Dar Mr. Cuarrman: I refer to your letter of December 16, 1957, 
and to questions contained therein concerning a message ' dated 
October 9, 1957, to all major Air Force commands relative to “informa- 
tion on missiles and satellite matters. 
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The message to which you refer was not considered by the Chief of 
Naval Operations, Chief of Staff, United States Army, and myself in 
our capacity as Joint Chiefs of Staff, but as individual chiefs of service 
effecting lateral coordination on a mutual subject. It was agreed at 
that time that only those personnel in authoritive positions who were 
informed on these subjects should make public comments. The 
Air Force did not want any self-appointed experts adding to the 
confusion and speculation on the satellite matter. With reference to 
your questions 2 and 38, I take full responsibility for this message as 
it was transmitted to USAF addresses. This message has since ‘been 
rescinded and information has been furnished major commanders 
upon which to base their public statements on the subject of satellites 
and missiles. 

In a letter transmitted to you on November 12, 1957, signed by 
Maj. Gen. Joe E. Kelly, it was explained that verbal instructions 
were given to each major command information services officer 
within the Zone of Interior the same day the TWX was transmitted. 
These instructions were essentially the same as those contained in 
the TWX message to which you refer. 

I sincerely trust that the details set forth above provide the informa- 
tion desired. 

Sincerely, 
Tuomas D. Wuirs, 


Chief of Staff. 


HEADQUARTERS, 
Arr RESEARCH AND DEVELOPMENT ComManp, 
Unirep Srates AIR Force, 
Baltimore, Md., December 9, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. CHarrMaAn: In response to the verbal request of Mr. 
Samuel J. Archibald, staff director of the special subcommittee, on 
December 3, 1957, the following background information is provided 
on the two ARDC information messages introduced in recent hear- 
ings of the subcommittee during the questioning of Mr. Murray 
Snyder, Assistant Secretary of Defense for Public Affairs. 

Two messages were entered into the record. Dr. Harold M. Helf- 
man, Deputy Director of Information Services, Headquarters ARDC, 
was identified as having sent out the messages and was recommended 
for censure by Mr. Snyder. Dr. Helfman was not responsible for 
the preparation and dispatch of either message. 

The “President desires * * *’ message resulted from a telephone 
call which I received from the Office of the Director of Information 
Services, Secretary of the Air Force. I cannot recall the specifics 
of the conversation, except that I received the impression that there 
was Presidential interest in the remarks being made by some officers 
of the Armed Forces in the wake of the Sputnik I launching. The 
advisability of insuring that Air Force officers do not make irre- 
sponsible comments was discussed, and it was decided that any Air 
Force statements, if required, should be confined to official statements 
made by authoritative personnel. As a result of this call, I instructed 
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that the message be drafted and sent. The decision to send a tele- 
type message, and the language used, was my own and had not been 
directed. 

The other message involved was one to all commanders which 
stated “I enjoin you to personally oversee very closely the public- 
information activities in your area of operations and to insure that 
inadvertent, although perhaps well-intended releases or statements, 
are not made which may prove embarrassing at all levels of command.” 
This message was prepared jointly by me and the executive to the 
commander for the purpose of urging discretion and coordination to 
insure that all levels of command would be aware of important state- 
ments or rele: ases being made on items of national and international 
interest. The “embarrassment” referred to was in the sense of 
embarrassment arising when releases are made resulting in press 
inquiries at the Pentagon level and at the Headquarters, ARDC, level 
of which we are completely unaware. In such circumstances, the 
embarrassment is for our ignorance in not knowing what is going on. 
We must question the inquiring party as to the ‘details of the par- 
ticular release which they are discussing, where and when the release 
was made, and then we must ask them to be patient while we check 
to find the true and complete story. The word “embarrassing” was 
emphatically not used in the sense of preventing the disclosure of 
information of an unfavorable nature. This is an honest statement 
of our intent in the message and I think it is supported by the record 
of the Air Research and Development Command in attempting to 
tell its story honestly and completely. 

The reason for Dr. Helfman’s being connected with these messages 
is through an administrative procedure by which his name appears on 
outgoing messages as the administrative releasing officer. When 
copies of the messages were reproduced directly from our files and 
forwarded to your subcommittee, the possibility that an individual 
would be held personally responsible for official command messages 
did not occur to us... The first and only knowledge that Dr. Helfman 
was being held responsible for these documents and that the embar- 

‘assing Message was interpreted in a sense contrary to our intention 
was obtained when I read about it in the W ashington newspapers. 

I welcome this opportunity to set the record straight with respect 
to the fact that Dr. Harold M. Helfman did not originate the subject 
messages and to assure your subcommittee that the Air Research 
and Development Command is sincere in its desire to tell the American 
public as much as possible about its organization and work. 

Sincerely, 
Caro R. Tost, 
Lieutenant Colonel, United States Air Force, 
Director of Information Services. 
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Exarsit VI-E 


Tue New ENGLAND Society 
or NewspaPer Epirors, 


December 24, 1957. 
Congressman JoHN E. Moss, 


House Office Building, 
Washington, D. C. 

Dar ConeressMAN Moss: The following resolution was unani- 
mously adopted on December 7 at the closing session of the New 
England Society of Newspaper Editors held at the Hotel Statler in 
Hartford: 

Whereas United States Representative John E. Moss has pub- 
licly stated that the Government had not presented a clear picture 
of the chances of success or failure in the first attempt at launching 
a United States earth satellite; and 

Whereas the failure of the rocket at Cape Canaveral on December 6 
has resulted in outcry for even more restrictions on information than 
attended the preliminaries to the launching; and 

Whereas such restrictions could lead only to further misunder- 
standing and public confusion: Therefore be it 

Resolved, That this organization support United States Represent- 
ative John E. Moss in his stand for increased candor on the part of 


those who are involved in the missile and satellite program of this 
Nation. 


Very truly yours, 
Witu1am W. Vossurau, Jr., 
Vice President. 


Exursit VI-F 
{Story from Editor and Publisher of December 28, 1957] 


Security Signs Now Hamper NEWSMEN ON Missi1LE Watcu— 
CaMERAS, BINOCULARS, AND OTHER EQuIPpMENT BARRED IN WIDE 
AREA 

By Chris Butler 


Cocoa Bracu, Fua.—A widespread tightening of security regula- 
tions at the Air Force Missile Test Center here is hampering efforts of 
newsmen assigned to cover the story of America’s military rockets. 

Security officers from Patrick Air Force Base erected signs last week 
on county roads leading to the beaches. They forbid the use or 
possession of cameras, binoculars, and communications equipment in 
beach areas where reporters and photographers had been invited to 
watch the Vanguard firing 14 days earlier. 
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CONTINUING PROCESS 


Most newsmen felt the move was brought about by their intense 
coverage of the Vanguard explosion though airbase spokesmen offi- 
cially denied the two events were linked in any way. 

“This is not a sudden thing,” said Lt. Col. Sam Bruno, test center 
provost marshal. “It is part of a continuing process to tighten 
security and has no relation to the Vanguard firing. The timing is 
coincidental.” 

Colonel Bruno said the no birdwatching restriction will spread soon 
to include a large area to the north of the “base, moving photographers 
back more than a mile from the spot where the "y usuE ally cover Atlas 
launchings. 

“We are always trying to reemphasize and revitalize our security 
program,” he said. “There probably will be more of these restricted- 
area signs posted in the very near future. More of these areas will 
be defined as the objectives in our security program are reached.” 


SUDDEN CHANGE 


No hint of the impending move was given when Maj. Gen. Donald 
N. Yates, test center commander, held a precedent-breaking news 
conference after an intercontinental Atlas missile was successfully 
launched Tuesday, December 17. 

Most newsmen felt the event was carefully timed to provide a show 
of strength when President Eisenhower asked wavering allies at the 
Paris NATO meeting to permit American rocket bases in their 
countries. 

The stream of stories about successfully launching an American 


intercontinental ballistic missile was almost as heavy as the reporting 
when the Vanguard flopped. 

General Yates turned out a large panel of Air Force test officers and 
Convair Astronautics representatives to answer nontechnical ques- 
tions about the shoot. They reported the 2 oe Atlas firings 


were 95 percent successful. Both missiles blew up shortly after 
launching. 
AREA CLOSED OFF 


Reporters and photographers gathered on the beach the next day 
to see and photograph the firing of an Army Jupiter. While they 
watched, security police placed a large sign beside the county road 
leading to the beach. It forbids possession of cameras, camera- 
supporting equipment, and the taking of photographs. 

Photographers were permitted to leave with their cameras and 
films after the 7 p. m. firing but were denied access to the area the 
next day if they had cameras in their possession. 

Life Photographer Hank Walker, readily recognized by the guards, 
was forced to show the trunk and glove compartment of his car were 
empty before he could enter the beach area. People with fishing 
poles in their vehicles were waved on by the guards. 


BINOCULARS BARRED 


The words “binoculars and communications equipment” were 
added to the restrictions Thursday. Colonel Bruno said they had 
been omitted from the original sign through an oversight. 
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Reporters and photographers moved their headquarters a mile and 
a half south of birdwatch hill as they continued coverage of the 
intensified missile firings which included an Air Force Thor on Thurs- 
day. 

The men were almost unanimous in their belief the restrictions 
were prompted by publicity given the Vanguard disaster and un- 
favorable reaction throughout the world in the next few days. 

“If Vanguard had been a good shoot, this never would have hap- 
pened,” said Mike Ackerman, of UP’s Miami photo staff. 

“T don’t think we should have been here to start with. If this 
operation is as secret as they say it is, they should have restricted the 
beach long ago.” 

Gene Broda, of Movietone News, New York City, said he hoped 
the test center will not be moved to the Pacific as suggested by a 
Congressman. 

“T don’t want to spend the next 6 months sitting on a Pacific atoll,” 
he said. 

DETERMINED 


The determination of all concerned was best expressed by Steve 
Stanford, Orlando, Fla., cameraman for a television station. 

“We will get pictures and tell the story even if they move us 150 
miles back to Fort Lauderdale Beach,” he said. ‘It’s our job to be 
the eyes and ears of the people who can’t be here.” 

As photographers began making arrangements for longer lenses to 
compensate for the increased distance, Air Force officials were taking 
other security steps to choke off news tips. 

The missile test center daily bulletin stated bluntly Friday, Decem- 
ber 21, that phone calls are being monitored to find out who is reveal- 
ing when missiles will be fired and added ‘violators of this policy 
will be subject to severe disciplinary action.” 

At week’s end, the missile test center announced six employees had 
been dismissed, fined or been permanently barred from the Cape area 
for security violations. The intent and timing of the announcement 
were readily apparent. 

With generalized tips cut off, the news media representatives were 
being forced to spend more and more hours on the beach as they 
tried to freely tell the world the story of America’s growing missile 
might. 


Exuipit VI-G 


Housrt GoveERNMENT INFORMATION SUBCOMMITTEE, 
Washington, D. C., January 13, 1988. 
Hon. Nem H. McE roy, 
Secretary of Defense, 
Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: The House Government Information Sub- 
committee would like to know what changes have been made since 
December 6, 1957, or what changes are planned, in the informational 
policies covering the satellite program. 

The subcommittee requests a detailed account of any additional 
restrictions which have been, or which will be, imposed upon the 
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availability of information to the public about the satellite testing 
program, and the actual satellite launching. 
Sincerely, 
JoHN E. Moss, Chairman. 


AssISTANT SECRETARY OF DEFENSE, 
PuBLIc AFFAIRS, 
Washington, D. C., January 30, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House of Representatives. 

Dear Mr. CHarrRMAN: Secretary McElroy has asked me to reply 
to your letter, dated January 13, 1958, inquiring as to what changes 
have been made since December 6, 1957, or are planned, in informa- 
tion policies covering the satellite program and requesting a detailed 
account of any additional restrictions which have been, or will be, 
imposed upon the availability of information to the public about the 
program. 

By your reference to December 6, 1957, it is understood you have 
in mind the project Vanguard test-firing (TV—3) which was unsuccess- 
fully attempted on that date. 

As you know, Vanguard from its inception was a nonmilitary 
scientific project in cooperation with the International Geophysical 
Year. As such, it was governed by the release principles traditionally 
applicable to nonsecurity information, both in replying to queries 
and in disseminating material on the Government’s own initiative, 
namely, news interest, accuracy, promptness, avoidance of propaganda, 
etc. 

In retrospec., it appears that probably too much detailed informa- 
tion was made available by the Government in the hours immediately 
prior to the TV—3 test-firing and too much emphasis given to that 
which was put out. However, it is believed that the nonmilitary 
nature of the project, together with the great public interest, further 
stimulated by the Soviet satellite launchings, obligated the Govern- 
ment to keep the public adequately informed. The publicity “build- 
up’’, unfortunately, converted the test shot of a rocket into an attempt 
to launch a satellite—which it was not. This was due, in part, to the 
extraordinary priorty and special attention given by the information 
mediums to the test in their attempt, understandably, to respond to 
the great public interest. 

In the case of TV-3 the decision to give the status of preparation 
for the test shot was made oh the scene by a Defense representative 
who found some 135 press people already in the neighborhood of Cape 
Canaveral when he arrived from Washington. He did not anticipate 
that the guidance he gave these media representatives, so that they 
would not find themselves unnecessarily going without meals and 
standing on the beaches throughout the night, would become a series 
of sensational radio and TV bulletins and newspaper headlines. 

It is believed that both the Government and the information media 
have benefited from the TV-3 experience. I think for example, that 
the Government and media handling of the more recent satellite 
c»erations well illustrate that the public can be kept informed, while 
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at the same time, security involved in various of these projects can 
be protected and the projects kept in perspective. 

Basically, the Department has been following the same approach 
in providing information as to ‘in anguard or Army satellite operations 
as we did in the case of TV- 

Sincerely, 


NMuRRAY SNYDER. 


Exursir VI-H 


[Story from Washington Post and Times Herald of February 9, 1958] 


UNPUBLICIZED VoLUNTARY CENSORSHIP VEILS Misstte FrIRInGs IN 
FLORIDA 


Reporters and photographers covering missile and rocket firings at 
Cape Canaveral, Fla., have been operating under various voluntary 
censorship agreeme nts since January 15. 

The latest of these accords is described by the news executive of 
one of the wire services as ‘a wartime code of voluntary censorship,” 
but details of the code have not been published by either the Govern- 
ment or the news media representatives, as they were in wartime. 

The initial proposal for a system of voluntary censorship was made 
to newsmen on January 15, by Maj. Gen. Donald Yates, commander 
of the missile test center. The general then proposed, ‘according to 
the Associated Press, that: 

““(1) Newsmen would be briefed confidentially each Monday on the 
test schedule for the week and (2) would be given information about 
the various missiles that would enable them to report tests accurately 
and intelligently; (3) official releases detailing the outcome would be 
issued after each test; (4) Yates would endeavor to get closer work 
locations for reporters and photographers. In return, he asked that 
the newsmen (1) refrain from telling of scheduled firings in advance 
and (2) ignore occasional firings of some minor test missiles.”’ 

W hile this agreement was operating, according to the New York 
Times ,“‘an important corollary of the agreement was that the agree- 
ment itself should not be publicized in any way.” 

According to the Associated Press, the agreement emerged as a 
result of reporting difficulties induced by tightened security measures 
taken after the failure of the first V anguard. Following that unsuc- 
cesful trial, the Air Force closed off a road to the most favored beach 
observation post, forcing cameramen to retreat to another beach area 
2 miles farther away from the cape. 

The first voluntary agreement was suspended on January 26 when 
some newsmen pulled out. On January 30, however, according to 
the Associated Press, the Defense Department “stepped in with a 
proposal” and suggested: 

“(1) It would admit newsmen to a specially prepared observation 
post on the cape, close enough to launchings for better pictures and 
detailed reporting without disclosure of secret military information. 

“(2) It would provide the press with certain ‘privileged’ nonsecret 


information, on an off-the-record basis, so that they could report what 
they saw more accurately. 
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“Tn return, the newsmen would avoid speculation as much as pos- 
sible so there would be no recurrence of the unfortunate Vanguard 
buildup of tension.” 

Some of the media believed the agreement permitted reporters to 
continue to report, and the photographers to photograph what they 
could see from the beaches. Others are under the impression that 
they are not to report some firings visible from the beaches except on 
official release. 

News officials are not happy with the arrangement and are seeking 
its modification. They complain that it places all the media ‘‘at the 
mercy of the briefing officer at the cape,” but they say there “is no 
workable alternative” and that they have been compelled to accept 
the agreement or go back to distant observation posts where they can 
only guess as to what is going on at Canaveral. 

At the demand of the officials in charge at Cape Canaveral, ”” one 
wire service editor acknowledged to this newspaper, ‘“‘we have agreed 
to a wartime code of voluntar y censorship respecting missile opera- 
tions.” 

This refers to the code which was put into effect at the start of 
World War II and was administered by Byron Price, Director of the 
Office of Censorship, throughout the war. The code was terminated 
August 15, 1945. In concluding the wartime censorship, Price issued 
a report stating that such codes “must operate openly advising the 
public of every request made of the press,” and pointing out that “to 
do otherwise would undermine public confidence and foster unwar- 
ranted suspicion both against the Government and the press.” 

Modifications of the impromptu censorship arranged at Cape 
Canaveral are now being sought by the press and studied by Defense 
Establishment officials involved. Representations have been made 
to the Defense Establishment against any censorship applying to non- 
classified matter involved in attempted firings of Vanguard, which is 
a part of the civilian experiments being conducted under the Inter- 
national Geophysical Year. Pleas have also been made for an official 
black and white description to the public of any censorship now in 
effect or proposed affecting events visible from locations off military 
bases. 


Exuisit VI-I 
[Editorial from Washington Post and Times Herald of February 10, 1958] 


Secret CENSORSHIP 


Since January 15, newsmen covering the missile firings at Cape 
Canaveral have been operating, off and on, under various Testrictions 
which an executive of a major wire service frankly has described as 

“a wartime code of voluntary censorship respecting missile operations.” 
It is doubtful that the problems with which governmental agencies 
are coping at Cape Canaveral involve a greater danger to military 
security and national safety than the conditions that existed in 
World War II. Yet, the measures to which news media and officials 
have agreed, so far as they apply to restraints upon reporting, are, in 
one respect, more odious than those followed throughout World 
War II. 
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This objectionable feature is the utter secrecy that has been 
involved. As the New York Times reported on February 1, in respect 
of one of the censorship understandings: ‘An important corollary of 
the agreement was that the agreement itself should not be publicized 
in any way.” 

A fundamental principle of censorship in wartime was that “it must 
operate openly, advising the public of every request made of the press.” 
As Byron Price pointed out at the end of World War II: “To do other- 
wise would undermine public confidence and foster unwarranted 
suspicion both against the Government and the press.’ 

Voluntary censorship worked well in World War II. It worked well 
because those who administered it were governed by sound principles 
to which they faithfully adhered. It should not be resorted to again, 
in peacetime, unless the need for it is plainly demonstrated by those 
who demand it. If the need for it is demonstrated, and we doubt that 
it can be at this time, certainly it should follow the precedents estab- 
lished in World War II. 

If the crisis is so grave that facts must be withheld from citizens, 
certainly it is not so grave that they need to be denied even knowledge 
that some of the facts are being kept from them. What is operating 
at Cape Canaveral is undisclosed, ill-defined censorship of a sort 
bound to arouse uncertainties, doubts, and suspicions. Such a lack 
of candor and good faith, as Byron Price warned, will impair public 
confidence in and respect for either the press or the Government, or 
both. 


ASSISTANT SECRETARY OF DEFENSE 
? 
Pusiic AFFAIRS, 
Washington, D. C., February 11, 1958. 


Mr. J. Russett WIGGINs, 
Executive Editor, 
Wash ington Post and Times Herald, 
Washington, D. C. 

Dear Russ: This is in reference to the news article in the Wash- 
ington Post of February 9, and the editorial of February 10, concerning 
the information arrangements which have prevailed in connection 
with the satellite- and missile-launching operations at Cape Canaveral, 
Fla., since mid-January. 

The agreement entered into with respect to the most recent Van- 
guard rocket test and the Jupiter-C launching was a temporary one 
only. 

This agreement was designed to assure the press and public of a 
maximum of technological information, on-the-scene coverage of the 
launching, access to military men and scientists knowledgeable in the 
programs, and at the same time to solve certain mutual problems of 
the Department of Defense and news media. These problems in- 
cluded the avoidance of disproportionate advance buildups of the 
tests, while meeting the need for making technological and other 
background data available to newsmen on an advance hold-for-re- 
lease basis to enable them to handle the launch stories promptly and 
with a minimum of inconvenience to themselves and their parent 
organizations. 

This working arrangement was eminently successful. It achieved 
the desired results—to the credit of the newsmen on the assignment. 
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Everyone participating in the briefings and discussions during the 
period of about 2 weeks before the succes ssful launching of the Explorer 
understood that all material given out prior to the firing, as well as the 
details of the agreement, was releasable upon the firing of one of the 
rockets in the satellite program. The first such firing was the Jupiter- 
C on January 31. The det ails of the working arrangements were 
published by the New York Times and other public ations the following 
dav. 

Certainly such a temporary arrangement with all substantive facts, 

1s well as the details of the news -handling process itself, subject to 

elie disclosure immediately upon the launching of the Explorer, 
was not comparable with any wartime voluntary censorship. It is 
more comparable with the hold-for-release arrangements which are 
routine in your business. 

It would be unrealistic and unfair to assume that any media repre- 
sentatives who entered into such an agreement would have done so 
had either they or their parent organizations considered this agree- 
ment to be in any way contrary to the public interest. In fact, 
Maj. Gen. Donald N. Yates, commanding general at the Missile Test 
Center, has received ¢ omme ndations from the media for the improved 
press relations which developed during this period. 

I cite the following letter from Mr. Edward F. Ryan, chief of the 
news bureau of the Washington Post Radio Station WTOP: 

“Dear GenerRAL Yarss: I want to thank you for the cordial and 
helpful treatment you and your public relations officers accorded me 
when I visited Patrick Air Force Base this past week to cover the 
thrilling satellite-launching story. 

“T enjoyed very much the chance to meet and talk with you and 


will be looking for more opportunities to cover some of the great news 
stories that are coming out of the Air Force Missile Test Center 
these days. 
“With best regards. 
“Sincerely, 


“EpwarpD F. Ryan.” 


There are no special agreements now in effect. Should circum- 
stances in the future point to the possible desirability, from the stand- 
point of the public, for any special arrangement, it will be made the 
subject of consultation at the Department “of Defense with re presenta- 
tives of the Washington bureaus of all affected media. 

The matter of announcement of any such arrangement would be 
discussed along with other elements of any such proposed plan. 

The news policy with relation to military missile tests is to make 
public as much information as possible within the bounds of military 
security. To supplement information released concerning specific 
tests, the Department of Defense has arranged for press briefings on 
the state of the missile art, such as the 4-hour briefing for 110 news- 
men at the Pentagon on February 5, and we plan to provide increased 
access to the missile center to the extent permitted by security. 

You will understand there are many more problems in connection 
with missile tests than with the satellite program because of the secu- 
rity aspects. We will continue our efforts, however, to provide a 
maximum of information and I believe you will agree that we have 
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already, in the past few months, made considerable progress in this 
direction. 
Sincerely, 


MuRRAY SNYDER. 


[Article from the Bulletin of the American Society of Newspaper Editors for 
March 1, 1958] 





CENSORSHIP AT CANAVERAL 








By J. R. Wiggins, Executive editor, the Washington Post and Times Herald 





















The arrangements at Cape Canaveral governing the release of 
information on rocket and missile firings raise two important questions: 
(1) Was there a secret voluntary system of wartime censorship? 
and (2) Are such arrangements, under the cloak of temporary secrecy, 
acceptable in a free society? 

Of these two questions, the second is the more important. What’s 
done is done. Still, 1 think we ought to be as clear on the facts as 
possible. It is my view that there was a voluntary code of censorship 
respecting missile firings and that secrecy about the agreement itself 
was a part of the understanding between the press and the Govern- 
ment. I base this on the descriptions of the agreement in the New 
York Times (February 1), in Time magazine, in the Associated 
Press story of February 6 and on information obtained from wire 
services, and from the Defense Establishment. 





DEFENSE ESTABLISHMENT 





The Associated Press log of January 23, summarizing the arrange- 
ments, said: “‘The Associated Press would enter into a reasonable 
agreement in the interests of national security and would respect it 
to the letter unless and until it is broken by anyone eslse. In such 
circumstances, we must be free to report available facts. Such are 
the principles under which we operated in wartime and there is no 
reason why different standards should apply now.” 

Paul R. Mickelson, general news editor of the Associated Press, in 
response to questions of the Washington Post, furnished this deserip- 
tion of what happened: 

“Our agreement at Cape Canaveral is the same as that of some other 
30 news media on the scene to report and picture missile firings. It 
boils down to this: 

“We agree to treat in confidence all confidential briefings by the 
military. This includes official information we could not get otherwise 
such as the exact times set for firings, the countdowns and the week’s 
schedule. AP has agreed to keep such information confidential just as 
long as others in the agreement do likewise. 

“Anything we can see or get on our own can and will be reported. 
This includes a report on ground weather, the fact that a rocket has 
been placed in a launching pad and the fact that searchlights are 
playing on the rocket. 

“Naturally, the agreement does place us and other media at the 
mercy of the briefing officer at the Cape but there is no workable 
alternative. Either there is a fast agreement or we and others go 
back to distant observation spots and only guess and miss. 
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“T don’t think anyone involved in the agreement likes it. We have 
tried our best to better it. Right now, we are doing our best to get 
permission to move at least a confidential-not-for-publication note to 
editors when a firing is imminent. 

‘All this answers the last question in your telegram: Yes at the de- 
mand of the officials in charge at Cape Canaveral, we have agreed to 
a wartime code of voluntary censorship respecting missile operations.” 


COMPLICATIONS ARISE 


A part of the agreement as noted in the AP log of January 23-29 
was that the press would “‘ignore occasional firings of some minor test 
missiles.’”” No one has defined “‘minor missiles’? but one Defense 
official thought anything short of large satellite rockets should be so 
defined. This seems a little in conflict with Mickelson’s letter sum- 
mary. Others agree that one of the objects of the agreement, sought 
by Defense offic ials was to conceal miscellaneous rocket firings, even 
when observable from Cocoa Beach. This was desired on the theory 
that reporting of all firings will disclose to the enemy our progress in 
the art. 

The voluntary agreement was not reduced to writing, according to 
Assistant Secretary of Defense Murray Snyder, so there is still con- 
siderable disagreement and confusion about exactly what was to be 
printed and what withheld. This vagueness resulted in some report- 
ing that rival services described as a breach of the agreement. 


AGREEMENT NOT PUBLICIZED 


A complicating aspect of the matter arises from the civilian nature 
of the Vanguard project. This launching vehicle is a part of the Inter- 
national Geophysical Year which is nonmilitary in character and to 
which military security does not have application. However, the 
launching was on a military base which the Defense authorities con- 
trolled and some of the mechanisms involved are classified. 

As the New York Times of February 1, reported, whatever the 
agreement: ‘‘an important corollary of the agreement was that the 
agreement itself should not be publicized in any way.” 

On February 12, Murray Snyder, in a letter to the Washington 
Post, said that “there are no special agreements now in effect.”” He 
also stated: “Should circumstances in the future point to the possible 
desirability, from the standpoint of the public, for any special arrange- 
ment, it will be made the subject of consultation at the Department of 
Defense with representatives of the Washington Bureaus of all affected 
media.” 

He kept open the question of “announcement of any such arrange- 
ments” and said that would be discussed at the same time. 

That’s where the matter stands for the future. There is no agree- 
ment now in effect. If there is any proposed in the future it will be dis- 
cussed in Washington and not just with reporters in the field, on the 
spot. 

At the same time Snyder defended what had been done. He thought 
the restrictions were ‘not comparable with any wartime voluntary 
censorship” but more resembled “‘hold-for-release arrangements which 
are routine” in the newspaper business. 
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Snyder acknowledges that one of the objects of the restrictions was 
“avoidance of disproportionate advance buildups of the tests.” 


‘VOLUNTARY CODE’ 





DEFINING 





Much of the controversy over what has been done and what may be 
done in the future is semantic in character and concerns the real 
meaning of ‘‘voluntary code of censorship.” A rereading of the record 
of World War II censorship is recommended as a help in clearing this 
up. For practical purposes, it seems sound to me to identify ‘a 
voluntary censorship code” as an agreement by all the news adh. 
with the Government, under which the press voluntarily refrains from 
reporting facts available to it by independent observation. 

With or without censorship, the Government can withhold informa- 
tion, or blind reporters to off-the-record agreements of one kind and 
another. The test is the universality of the agreement among the 
media and the extent to which it limits the reporting of observable 
phenomena the knowledge of whose existence the Government cannot 
control. The issue is whether the press agrees to refrain from report- 
ing what can be seen from the civilian domain, by independent 
observation. 

It is not necessary to settle this semantic argument to get at the 
principles that ought to govern us in future. If what happened at 
Cape Canaveral was not the equivalent of a voluntary code of war- 
time censorship it was, in any case, an agreement by the media to 
withhold from the public, ment, by agreement with the Govern- 
ment, information that was avs ailable by independent observation from 
Cocoa Beach. 

Whenever such compacts are made, they ought to be governed by 
the rules that Byron Price so patiently set up, at the end of World 
War II. Here they are: 

(1) Voluntary censorship must deal only with questions involving 
security. 

(2) It must never base a request on any security consideration 
which may be questionable. The danger to security must be real, 
and must be backed up by a solid and reasonable explanation. 

(3) It must avoid any interference whatever with editorial opinion. 
Such opinion could not possibly be controlled on a volunteer basis, 
even if it were desirable. 

(4) It must never be influenced by nonsecurity considerations of 
policy or public needs. Any involvement in these fields would de- 
stroy its effectiveness elsewhere. 

(5) It must make no requests which would put the press in the 
position of policing or withholding from publication the utterances of 
responsible public officials. 

(6) It must make every effort to avoid multiple censorship, and on 
no account withhold from‘ the American public any information 
which has been generally disseminated abroad. 

(7) It must never undertake to vouch for the truth or accuracy of 
any news story. 

(8) It must never undertake to regulate release dates or other mat- 
ters of newspaper ethics. 

(9) It must be absolutely impartial and consistent. 
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(10) It must operate openly, advising the public of every request 
made of tne press. To do otherwise would undermine public confi- 
dence and foster unwarranted suspicion both against the Govern- 
ment and the press.”’ 

These are sound rules that have emerged out of our experiences in 
two World Wars. ‘They should not be lightly abandoned. They 
should not be evaded by calling requests for news suppression by 
another name. If we are to withhold information known to us by 
ordinary powers of observation, let it be done under an explicit agree- 
ment that meets these standards. 


MANY VIOLATIONS CITED 


The Cape Canaveral understandings violated many of these rules. 
They violated rule (1) by going beyond questions involving security; 
rule (2) by basing requests on other than security grounds; rule (4) by 
acting on nonsecurity considerations of policy or public need (avoid- 
ance of disproportionate buildups of the tests); rule (8) by attempt- 
ing to regulate release dates and rule (10) by operating secretly. 

Whether the press wrote too much or too little about the first 
Vanguard firings is a matter for debate and decision by newspapers 
and other media. They frequently write too much or too little about 
many things. Hitherto, in our system of Government, it has never 
been thought that these excesses or deficiencies were an appropriate 
area for Government regulation and control. If this is a proper area 
for government intervention the Government might more effectively 
have corrected the satellite coverage by discouraging stories about 
Sputnik I and Sputnik II. Media coverage of these events is what 
really led to extensive coverage of Vanguard. Whatever necessities 
for military censorship arise, let us hope that this sort of Government 
meddling in responsibilities that belong to the press is not in the 
offing. We have hitherto left the correction of such error to the 
people and the press; and there is no evidence that we cannot con- 
fidently leave them to the people and the press in the future. 

When and if Murray Snyder approaches the Washington bureaus 
with the purpose of perfecting some future arrangement for voluntary 
restraint, these principles ought to be kept in mind. 


ANY CENSORSHIP MUST BE OPEN 


The American people’s right to know does not belong either to the 
press or to the Government and neither of them has a right to put a 
mortgage on it, whether operating alone or together. If the Nation’s 
military sec urity, in the judgment of both of them or either of them, 
requires such restraint in the future, the people are entitled to know 
what area of information any such proposals will affect. If restraints 
are imposed they are entitled to know to what extent they cannot 
thereafter rely on news media for normal coverage. If shes i is to be 
any censorship at all, it must be an open censorship, operating under 
plainly defined and explicitly stated rules, limited to matters of military 
security along the lines laid down in World War II. 

Reporters covering isolated local developments such as those at 
Cape Canaveral (or Washington bureaus) have not been given any 
commission by the American news media, or by the American people, 
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to impose upon the country a secretly devised and secretly executed 
censorship. It is doubtful that there is presently a case for volunta 
wartime military censorship. It is even more doubtful that there 1s 
a case for a conspiracy between the press and the Government to con- 
ceal facts which, if disclosed, might cost the Government embarrass- 
ment or discomfiture. 




















Exuisir VI-—J 





DePARTMENT OF THE Ark Force, 
OFFICE OF THE SECRETARY, 
Washington, February 28, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. CHartrMan: I refer to your letter of February 13, 1958, 
to Maj. Gen. D. N. Yates, commander, Air Force Missile Test Center, 
Patrick Air Force Base, Fla., and to your request for information in 
reply to questions pertaining to the release of information at that 
installation. 

Forwarded herewith, in response to your queries, are replies per- 
sonally prepared by General Yates. 

I sincerely trust that the information provided will be of assistance 
to your subcommittee. 

Sincerely yours, 
Jor W. KE ty, 
Major General, USAF, Director, Legislative Liaison. 








[Received by the subcommittee on February 28, 1958] 


Replies to QuEesTIONS BY CHAIRMAN JoHN E. Moss, GoveRNMENT 
INFORMATION SUBCOMMITTEE 
















“What, precisely, were the changes in the availability of infor- 
tion following the test of December 6, 1957—in particular, 
information about the scheduled dates for further sa itellite launching 
tests, explanations of delays, countdowns, et cetera?” 

There were no changes in the type of information made available 
on the satellite launching tests after December 6. There was, how- 
ever, an improvement in the manner and timing of the presentation 
of information covering the Vanguard and Jupiter-C shoots in January 
and early February. Actual access to the countdown systems on the 
cape and closeup camera sites were made available, and advice of the 
approximate launch date was provided further in advance to permit 
more extensive coverage by the news mediums. 

2. “Please explain, in detail, the enforcement and expansion of 
restrictions on the taking of photographs and on access to areas in the 
vicinity of the missile test center following December 6, 1957.” 

A special investigation of security of classified missile operations at 
the cape was conducted by the Inspector General, Headquarters, 
USAF, aud his Office of Special Investigations between the 10th and 
2%6th of Se ptember, 1957. As a result of this investigation and 
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certain recommendations emanating therefrom, action was initiated 
in early November on an improved security program. On November 
4, 1957, I sent a special letter to all commanders, staff agencies and 
tenant activities, contractors and range users reminding them of the 
categories of classified information and of the disciplinary action to 
which violators in the various categories would be subject. I particu- 
larly pointed up the danger of loose talk and requested cooperation of 
all personnel in enforcing the security restrictions. (A copy of this 
directive is attached.) On November 6 the Cape Canaveral facility 
was Officially designated a restricted area under the provisions of the 
Internal Security Act of 1950. From that time up until the present, 
additional actions have been taken. For example: All radio trans- 
missions have been monitored for possible security compromise and all 
classified information has been placed in code. Access to Govern- 
ment property adjacent to the cape has been restricted to bearers of 
cameras, firearms, binoculars, and so forth, in similar manner to the 
restrictions governing access to the cape facility proper. Countdown 
information has been taken off loudspeaker systems located at the 
various instrumentation sites on the beach outside of the cape area. 
Official Government telephones have been monitored to determine 
possible disclosure or unauthorized transmission of classified informa- 
tion. Special security investigations have been conducted and 
violators and loose talkers have been subjected to disciplinary action 
as appropriate. This program is continuing and is showing promise of 
effectively tightening up our difficult security problem. “No restric- 
tions of any kind have been or will be imposed outside of Government 
property. 

3. “Were the changes in 1 and 2 directed or suggested by the 
oi tment of Defense or were they made by you solely ¢ as a command 
function? Please explain in detail.” 

Changes in 1, that is, improvement of information to news mediums, 
were coordinated generally with the Department of Defense. Changes 
in 2 were carried out as a routine command responsibility. 

4. “On or about January 13, did you inform the news mediums 
representatives that coverage of activities at Cape Canaveral would 
continue to be tough and, if necessary, that you would make them 
even tougher?” 

Though I do not recall using the exact words, they express my 
sentiments completely as they apply to the possible subjection to 
compromise of classified information through disclosure to unauthor- 
ized persons, whether by news mediums or any other source. 

5. “What, specifically, were the details of the proposal as initially 
presented by you to the news mediums on or about January 14 
concerning the availability of information about the satellite launch- 
ing tests?’ 

I presented no specific proposal as such to the news mediums at 
my first meeting with them on or about January 3. In a discussion 
with some twenty-odd press representatives I advised them that I was 
under instructions from the Secretary of Defense to take special 
precautions that there be no untoward buildup in information pre- 
ceding the firings of the Vanguard and Jupiter-C satellite vehicles. 
I requested their advice as to how I could best accomplish this objec- 
tive and at the same time insure that they could adequately cover 
these obviously newsworthy events. They indicated their dissatisfac- 
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tion with their vantage points on the beach several miles from the 
cape and particularly with their lack of advance information on 

rojected firings. They openly deplored the December 6 fiasco and 
Boned that through the provision of adequate information and 
facilities to them and their own intelligent handling of this information 
a repeat performance could be avoided. They indicated a desire for 
improved dissemination of information regarding newsworthy firings 
of classified missiles. ‘They requested off-the-record briefings to 
enable them to report on firings more objectively and suggested that 
information of this type could well be covered on a hold-for-release 
basis. 

6. ‘“‘What changes were made in that proposal as a result of your 
negotiations with the news mediums, and what were the exact details 
of the first agreement reached, and when was it reached?” 

As a result of extensive discussions with the news mediums, an 
initial, informal agreement was reached, I believe on January 14, 
along the following lines: I would endeavor to assure that the press 
would not miss those firings which would have news value with par- 
ticular attention to the satellite launchings and with the understanding 
that information provided them for planning purposes must not be 
released. Further, that existence of this informal agreement was not 
to be publicized until some future date, probably the launching of the 
first satellite vehicle; that facilities including telephone lines, camera 
sites and viewing vantage points, closer to the missile operation than 
available at that time to the press, would be provided; that, specifi- 
cally with respect to the next Vanguard firing and the Jupiter-C 
satellite attempt, that all information provided them would be held 
for release until a firing attempt had been completed. Further, it 
was understood that the agreement would be dissolved and we would 
return to a status quo at the request of any individual present or any 


representative of news mediums who might join the group in the 
future. 

7. “Please relate in detail how this agreement worked in practice, 
what changes were made and when, and the reasons for those changes. 
In particular, what change was made in the agreement as a result 
of the delay on the Vanguard firing schedule? Was an official state- 
ment on the delay authorized, and if so, by whom, and was this 
statement attributable or unattributable?”’ 

Though there was almost daily discussion of terms of the agreement 
and developments concerning missile operations, no essential change 
was made until after the major postponement on the Vanguard firing 
schedule. From my point of view, the agreement worked extremely 
well under the most unfavorable possible conditions. After the major 
postponement on the 26th of January, I met with the press at 6:30 
p. m. and suggested that they report the launch attempt of the 
Vanguard and its postponement for a few days. They were given 
technical information supplied by Navy and coordinated by Depart- 
ment of Defense attributable to “official sources.’”’ During a period 
of about 1 day, speculation was published on the possible Jupiter-C 
launch date and then, at the request of the news mediums, they were 
alerted for the firing, provided the vantage point for witnessing it 
and given prefiring briefings on a hold-for-release basis. In this case 
we were more fortunate in getting the Jupiter-C off with only a 2-day 
delay and other than the approximate launch time and official DOD 
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background information, there was no hold-for-release burden placed 
on the group. At 1000 hours on February 1, the day following the 
successful Jupiter-C firing, I commended the mediums on their 
handling of the firings and confirmed their release of all details 
concerning the agreement and associated arrangements. 

8. “In the process of your negotiations with news mediums did you 
consult with and obtain concurrence of the Assistant Secretary of 
Defense (Public Affairs) on the agreements and all changes?” 

I discussed general terms and most details of the agreement and the 
information that was passed to the news mediums on practically a daily 
basis with the Assistant Secretary_of Defense (Public Affairs), and 
received his general concurrence. 

9. ““Was any of the information proffered to the news mediums on a 
hold-for-release basis under the agreements classified under Executive 
Order 10501—in particular, scheduled dates for satellite test launch- 
ings, explanations of delays, etc.? Please specify in detail what infor- 
mation was and what information was not so classified.”’ 

None of the information proffered news mediums was classified under 
Executive Order 10501. Details of schedule times sufficient for plan- 
ning and explanation of delays, information on the countdown, etc., 
were handled in a “for official use only”’ category not for release. 
After firing or postponement, authority was given for release of the 
firing time, explanation of delays, and occurrences leading to the actual 
countdown. 

10. ‘‘What authority do you have for withholding nonclassified 
information about satellite-launching tests or restricting it to a hold- 
for-release basis?” 

My authority for withholding nonclassified information emanates 
from the Office of the Secretary of Defense. That Office approves in 
detail the formal press statements normally submitted to that Office 
for coordination concerning both the Vanguard and Jupiter-C pro- 
grams, and issues instructions pertaining to its hold-for-release status. 
Inherent in my position is the responsibility for exercising reasonable 
precaution to avoid release of misleading and inaccurate information. 

11. ‘‘Was it implied in, or part of, the agreement at any time that 
the agreement itself would not be publicized until a satellite was 
successfully launched? Please explain fully.” 

It was understood that the so-called agreement would not be pub- 
licized, primarily as a measure to avoid a buildup out of proportion, 
prior to the satellite launch attempt. Once the firing was accom- 
plished it was understood that the details of the agreement could be 
made public. 

12. “Did the agreement with news mediums continue in any form 
after February 1, and if so, is it still in force? If not, what is the 
current policy on the availability of information about further satellite 
test launchings—in particular, information about scheduled dates for 
tests, explanation of ‘delays, if any, etc.?” 

No agreement as such was continued after February 1. I have 
agreed to provide the press with advance planning information in 
order that they not miss any future satellite test launchings. They 
will be alerted in advance and provided transportation to the cape 
and facilities for observation, will be given explanations of delays, if 
any, etc., and after each launch attempt will be free to report all 
information made available to them. 
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To summarize subjectively my feelings on the overall problem, I am 
more than pleased with the results. ‘Though working with the press 
almost continuously during the past month has consumed a tremen- 
dous amount of my time, I feel the results far outweigh the effort 
involved. From comments of practically all of over 100 news media 
representatives whom I met during this period, and letters of appre- 
ciation from several, I am convinced the news media in general are 
delighted with the arrangements. The ability to report accurately on 
firings of their choice, the provision of information to them regarding 
schedules and background on the various firings, plus ideal facilities 
from which to observe, photograph and report these events, has 
enabled them to cover more objectively and completely items of public 
interest. In addition, the elimination of practically all speculation 
and cutthroat competition for facts has given our security program a 
tremendous shot in the arm. 

Up until the December 6 firing no official information had been 
made available to the press prior to any firing. All coverage was 
slipshod, photography was of poor quality—in short, the results were 
hardly worth the tremendous effort expended. Though the reaction 
to the December 6 firing was unfortunate, it provided a motive for 
more serious consideration of the requirements of the news media and 
stimulated the informal arrangements discussed above. 

It is hoped that the procedures now in effect will permit intelligent 
coverage on all unclassified missile shoots, and within bounds of 
security certain selected classified operations. I hope an absolute 
minimum of hold-for-release material will be required and that this 
shall include, besides planning information on approximate firing dates, 
the necessary background material, photographs, etc., which normally 
comprise a press briefing kit. Arrangements are being completed to 
familiarize the press with our installations at Patrick, the cape, and 
downrange. 

I trust the information I have provided will assist your investiga- 
tion, and that the relations with the news media at Cape Canaveral 
will continue to improve at the rapid rate evidenced in the past several 
weeks. 


[Editorial from Washington Post and Times Herald of March 9, 





1958] 
Eprror YATES 


The answers which Maj. Gen. Donald N. Yates submitted to 
Representative Moss about censorship at Cape Canaveral in January 
and February clearly disclose that the Defense Establishment has 
embarked on something that is for this country a new experience. 
It is undertaking openly, by the withholding of information, to govern 
and influence reporting, in a nonsecurity area, so as to produce a 
propaganda result desired by the Government. 

Happily, the outright censorship aspects of the plan have been 
dropped and the issues are now reduced to the usual ones of with- 
holding information. It is nevertheless alarming to see that the 
Government no longer is afraid to acknowledge that it is interfering 
with news for other than security reasons. 
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“T was under instructions from the Secretary of Defense,” said 
General Yates, “to take special precautions that there be no untoward 
buildup in information preceding the firings of Vanguard and 
Jupiter-C.”’ At another point, the general disclosed his promise to 
tell the press about “firings which would have news value.” 

General Yates acknowledged that he bound the press to agree to 
keep secret the very fact that there was an agreement. It was 
explicitly stated that ‘‘none of the information proffered news media 
was classified” or, in other words, involved security issues. His 
authority for withholding nonclassified information, General Yates 
said, ‘‘emanates from the Office of the Secretary of Defense.” The 
general is happy with the results and advised the Moss committee 
that his plan resulted in “‘the elimination of practically all speculation 
and cutthroat competition for facts.” 

These disclosures raise some serious questions that must be asked 
of the Government. It is to be hoped the Moss subcommittee will 
get the answers. (1) Where did the Secretary of Defense acquire 
the right and authority to regulate the space, headlines, and emphasis 
given by the press in advance of any public event? (2) By what 
procedure has the decision on what is of news value been taken away 
from the press and given to General Yates? (3) Where does the 
power of the Secretary of Defense to withhold nonsecurity informa- 
tion arise? (4) Who gave the Secretary of Defense or General Yates 
any commission to eliminate or diminish competition in the gathering 
of news? 

The Government, hitherto, has not attempted to regulate the 
amount of attention the press gives an event, before, during or after 
its occurrence. Editors and not generals, heretofore, have presumed 
to say what military efforts have news value. Competition, up until 


now, has been regarded as a healthy thing. 

The Department of Defense has a large job to do in running the 
Military Establishment. At that job it has not achieved a success 
so tremendous as to constitute a recommendation for the additional 
responsibility of running the press. 


Exuipit VI-K 


[Memorandum from Assistant Secretary of Defense Murray Snyder, dated 
March 3, 1958] 


Memorandum for Secretaries of Army, Navy, and Air Force. 
Subject: Procedure for press coverage of firings at the Missile Test 
Center, Cape Canaveral, Fla. 

1. Members of the press covering the missile test center will be 
notified by the commanding general sufficiently in advance, for plan- 
ning purposes only of proposed firings which will be open to press 
coverage from special facilities within the missile test center. These 
firings include IGY satellite vehicles and, generally, those military 
missiles the external configurations of which have been declassified. 

It is understood that this notification is not to be considered as 
official notice that such a firing will actually take place, since all such 
schedules are subject to postponement or cancellation due to weather 








CO me be ee 


est 


be 
in- 
ess 
ese 
wy 
ed. 


as 
ich 
her 

















AVAILABILITY OF INFORMATION 207 






and other factors. The purpose of the notification is to allow mem- 
bers of the press to make adequate preparations for covering the shoot. 

2. A special observation site equipped with adequate communica- 
tions will be provided within the test center from which the press 
may observe these firings. Members of the press corps covering the 
center will be brought to this observation site at least 1 hour before 
proposed firing time. 

On nonmilitary shoots, such as the IGY satellite vehicles, technical 
information concerning preparation for the shoot will be made avail- 
able to the press at the site on a hold-for-release basis. The hold for 
release is necessary because of the extreme flexibility of test firing 
schedules. Premature publication of the details of prefiring activities 
could result in serious confusion and tend to mislead the American 
people. The hold for release, however, will be automatically termi- 
nated at the time the missile is actually fired or the firing preparations 
are postponed. 

Similar information will be provided on the same basis on military 
launchings, to the extent permitted by security. 

3. Firings, as determined by the commanding general, missile test 
center, which would reveal classified information, will not be open to 
press coverage as Outlined in these procedures. Advance notification 
concerning these shoots will not be made. 

4, Official announcements confirming that a firing has taken place 
will be made by the missile test center, and the Department of Defense. 

5. Information on the results of IGY satellite vehicle firings, includ- 
ing announcement as to whether or not an orbit has been “obtained, 
will be made in Washington, D. C. Results of missile tests, to the 
extent permitted by military security, will be announced at the missile 
test center as soon as the necessary information is available. 

Both still and motion pictures photographers will be given the 
same access and information as reporters under these procedures. 

These procedures do not preclude the commanding general, mis- 
sile test center, from dealing with spot problems not covered by the 
foregoing in such a manner as to assure maximum and timely access 
to unclassified information in a manner consistent with the ethics and 
practices which normally prevail. 


[Story from Washington Post and Times Herald of March 2, 1958] 










DEPARTMENT Issurs Rutes FoR CoverInNG MISSILE 


TEstTs 


DEFENSE 





Rules governing press coverage of missile firings at Cape Canaveral 
Fla., were released yesterday by Assistant Secretary of Defense 
Murray Snyder. 

A memorandum for Secretaries of Army, Navy, and Air Force sets 
forth the procedures to be followed at the missile test center com- 
mencing Monday. 

Under this directive reporters admitted to the base will be given 
hold-for-release information not to be divulged until an attempted 
firing has succeeded or failed. No restraints are imposed on infor- 
mation which news mediums obtain elsewhere or on anything that 
reporters may observe from off the military reservation. 
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SOME FIR'NGS SECRET 


The seven-point statement provides that: 

1. Reporters and photographers will be given advance notice of 
proposed firings for planning purposes. 

2. Reporters and photographers will be brought to a special obser- 
vation site at least an hour before firing time. 

They will be given hold-for-release information to be used when 
a missile is actually fired or the firing preparations are postponed. 

3. Firings which would reveal classified information will not be 
open to the press. 

4, Official announcements on firings will be made by the missile 
test center and the Department of Defense. 

5. Information on IGY satellite vehicle firings, including disclosure 
of whether or not an orbit has been established, will be made in 
Washington. 

6. Photographers will be given the same access and information as 
reporters. 

7. Special procedures for dealing with on-the-spot problems, made 
by the commanding general, are not precluded. 


NO PRECISE TIMES GIVEN 


Secretary Snyder, in disclosing the memorandum, said that since 
December 6 there had developed general agreement that “not only 
must we get out information but we must avoid advance buildup of 
the tests that could be i injurious to the prestige of the country, or the 
morale of the country.” 

He said it was the object of the new directive to meet these two 
requirements. 

At a press conference Snyder said there would be no precise advance 
information on exact schedules of firing but that the press would be 
brought to the base an hour or more ahead of time. He thought, 
however, that the press could count on being kept in touch by the 
commanding general, when firings are imminent. 

Snyder was asked if there was anything explicit or implied in the 
memorandum that would prevent the press from reporting anything 
seen or heard off the base and he said there was not. 

The plan proposed, he said, would prevent any release of informa- 
tion at the time the press is called to the base for an imminent firing. 
He said all ‘“‘hold-for-release”’ matter would have to be kept until the 
missile went up or failed to go up. 

While Snyder agreed that the memorandum imposed no restrictions 
on information obtained off the base, he thought it not necessary to 
say in the memorandum what it did not do, and declined to add such 
an explicit assurance. 

In response to pleas of some reporters, Snyder promised to study 
methods of giving out information on count-downs to press assigned 
to the Pentagon in Washington, simultaneously with its release at 
Cape Canaveral. 

OLD PLANS CRITICIZED 


Snyder, in presenting his memorandum, said that plans for covering 
Canaveral had been worked out before Secret: ary Wilson’s departure. 
These plans, in effect in December when the first Vanguard test 
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failed, he said, had brought criticism on the a mediums and 
this office,” for the handling of the firing news. This criticism, 
Snyder told the press, caused the subject to be given further study. 
He paid tribute to Maj. Gen. Donald N. Yates, commanding general 
at Cape Canaveral, for his efforts to work out the coverage. 

The plan whic h goes in effect Monday follows arrangements in 
effect off and on in January and part of February, and terminated on 
February 13. It differs in that these plans were secretly made and the 
secrecy was a corollary part of the agreement. The earlier arrange- 
ments also restricted reporting of information gained by independent 
observation off the base. These earlier restrictions were arranged at 
Cape Canaveral, between General Yates and the news mediums repre- 
sented at the base. The new memorandum is not an agreement 
between the press and the Department of Defense but consists only 
of a statement of what the Department intends to do. It was neither 
proposed, negotiated, nor agreed to by news mediums. 













VI-L 


[Excerpt from article by a Belair, Jr., entitled “President Lauds All on 
Launching,” the New York Times, Sunday, February 2, 1958] 


EXHIBIT 

















PresiIDENT Laups ALL ON LAUNCHING 


By Felix Belair, Jr. (Special to the New York Times) 








Aucusta, Ga., February 1.——* * * 

First. official word of the satellite launching came in a Presidential 
announcement after midnight today. Newsmen accompanying 
General Eisenhower and his party from Washington were told just 
before 6 p. m. yesterday that an attempt would “be made to launch 
the satellite later in the evening. 

This standby warning to newsmen was given by Mr. Hagerty after 
telling them they might not advise their editors what was afoot and 
only after inviting all but White House eens to leave. 

The head of the Georgia Press Association, Carl Broome, as well as 
the managing editor of the Augusta Chronicle were thus required 
to leave. With them went the White House correspondent for this 
ne Erepaper after explaining to Mr. Hagerty that the prohibition 
ainst advising the editors he represented was unacceptable. 














Exuripit VII-A 


CONGRESS OF THE UNITED STATES, 
Houses or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
January 30, 1958. 







Hon. ‘Tuomas S. Garss, 
Secretary of the Navy, Department of Defense, 
The Pentagon, Washington, D. C. 
Dear Mr. Secretary: At a hearing held by the House Govern- 
ment Information Subcommittee on January 21, 1958, Dr. Hiden T. 
Cox, Executive Director of the American Institute of Biological Sci- 
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ences, testified that a World War II Navy report concerning shark 
attacks on humans is still classified. 

The subcommittee staff contacted your office and was informed 
that the report on shark attacks is, in fact, still classified “secret.” 
Your office reported that the report currently is being considered for 
declassification now that the subcommittee has drawn attention to it, 

Executive Order 10501, establishing security classifications, pro- 
vides that the term ‘‘secret’’ is authorized for use only on informa- 
tion ‘‘the disclosure of which could result in serious damage to the 
Nation, such as by jeopardizing the international relations of the 
United States, endangering the effectiveness of a program or policy 
of vital importance to the national defense, or compromising impor- 
tant military or defense plans, scientific or technological developments 
important to national Feta. or information revealing important 
intelligence operations.”’ 

Please explain how the shark repellent report qualifies for the classi- 
fication “secret.’’ Please explain, also, the reason for classifying such 
a report in the first instance, and steps taken to declassify it. 

Sincerely, 
Joun E. Moss, Chairman. 


Exuisit VII-B 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 6, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee 
on Government Operations, House of Representatives, 
Washington, D. C. 


My Dear Mr. Cuarrman: Mr. Widner, of your staff, requested a 
copy from the Navy of a report called ‘Authenticated Shark Attacks 
on Human ee prepared sometime during World War II. The 
Secretary of the Navy is now in receipt of your letter of January 30, 
1958, requesting information on why the report qualifies for the 
classification secret. In addition, you requested an explanation on 
the reason for classifying such a report in the first instance and steps 
taken to declassify it. 

A thorough search was made within the Navy Department for a 
report under the above title, but none could be located. However, 
a survey report was found of recorded shark attacks that was prepared 
by the Coordinator of Research and Development, United States 
Navy, Emergency Rescue Equipment Section, under the date of 
February 16, 1944. 

The report was classifie d secret at the time it was issued because it 
was the allied policy during the war not to publish any data pertaining 
to the damage or sinking of enemy submarines or to any specific ships 
damaged or sunk, both friendly and enemy. The report deals with 
shark attacks on survivors of a number of Navy ships and gives names, 
locations, and dates, and qualified for the classification secret under 
Executive Order 10501. 

The report was located in the classified dead files of the Navy De- 
partment and upon review did not qualify today as secret under 
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Executive Order 10501. It is the policy of the Navy Department 
that when such classified material is brought to its attention, it is 
reviewed to determine if it can be declassified. ‘The shark report 
fell into this category, and it is now unclassified. 
If the subcommittee desires a copy of the report, it will be made 
available. 
Sincerely yours, 


E. C. StepHan, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison. 


Exuarsit VIII 


CoNGRESS OF THE UNITED STATEs, 
Hovusr or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
January 10, 1958. 
Hon. Murray SNYDER, 
Assistant Secretary of Defense for Public Affairs, 
Department of Defense, 
The Pentagon, Washington, D. C. ~ 

Dear Mr. Snyper: Asa result of our discussion during the hearings 
of November 18, it was my clear understanding that you agreed that 
the House Government Information Subcommittee should have access 
to the press desk records of the Army, Navy and Air Force as an 
essential part of the subcommittee’s study of the availability of in- 
formation from the Military Establishment. 

My letters of June 7, 1957, to each of the three service Secretaries 
made it abundantly clear that the subcommittee wanted access to the 
press desk records of each service. Each of the three services replied 
that my request had been forwarded to you. However, I received no 
letter from you even acknowledging your receipt of my requests to the 
three service Secretaries, although as you testified, there was telephone 
communication from your Chief of Information to the subcommittee 
staff. 

When a member of the staff called on you on November 13, 1957, 
to request access to the record of queries from, and replies to, the 
press, kept at each of the three service press desks, you insisted that 
the staff member specify a certain date. When he specified October 
10, you refused his request for access to the records, and informed him 
that you would seek Secretary McElroy’s backing for your refusal as 
required by Defense Department Directive 5400.4, V, B. 

NVhen you were called on during the November 18, hearing to ex- 
plain your attitude publicly, there appeared no doubt that you agreed 
to grant subcommittee access to the records. I refer particularly to 
the testimony on page 3113: 

“Mr. Moss. Let’s put it perfectly straight on the record, as I 
understand it. You can correct me if] am wrong. The request was 
a general request. You asked for specifics in the request. Finally, 
Mr. Southwick informed you ‘All right, let’s take this date.’ But it 
was not that Mr. Southwick came to you and asked for that particular 
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date, rather that you insisted upon a more specific request, far more 
specific than was included in my letter to you. 

“Secretary SNypDER. Well, that is correct, Mr. Chairman. The 
original concept as I got it was just the access to the papers generally, 
We recognize your interest; it is a perfectly proper interest, in the 
handling « of queries. ‘That was the reason we suggested Mr. Archibald 
come over at that time—Mr. Schooley did on my behalf. 

“We certainly have nothing to hide insofar as our providing the 
information that these reporters and other people covering the 
Pentagon ask for.’ 

As a result of your testimony on November 18, Samuel J. Archibald, 
subcommittee staff director, wrote you on December 4: “Now that 
the whole matter has been clarified, I would like to arrange for access 
to the press desk reports at the convenience of your office.” 

A day or two later, the subcommittee received from you a letter 
dated December 5, enc losing a summary of press inquiries and replies 
of October 10, 1957. This material is an entirely unsatisfactory reply 
to the subcommittee’s request for access to the press desk records 
themselves. The subcommittee, in its study of the availability of 
information, wants to see the actual requests made by the public 
press for information and the actual public, official replies made by 
the Army, Navy, Air Force, or Defense Department, as the case may 
be—not a conspectus prepared by a member of your organization. 

I hereby request you state unequivocally whether you will arrange 
for subcommittee access to the daily press desk records of the Army, 
Navy, and Air Force as originally requested in my June 7 letters, for 


any dates which the subcommittee may decide are pertinent. 
Sincerely, 


Joun E. Moss, Chairman. 


ASSISTANT SECRETARY OF DEFENSE, 
Pusiic AFFAIRS, 
Washington, D. C. January 30, 1988. 
Hon. JoHN K. Moss, 
Chairman, Government Information Subcommittee of the Commit- 
tee on Government Operations, House of Representatives. 


Dear Mr. CHarrMan: ‘This is in reply to your letter of January 
10, 1958, concerning testimony during hearings before your sub- 
committee on November 18, at which I agreed to provide queries 
received and answers given by the Press Division of the Office of 
Public Information on October 10, 1957. 

Your letter refers to your previous tetters of June 1957 to each of 
the three military departments and to a visit by a member of your 
staff to my office in November 1957. With respect to your June 
letters, as I testified at the hearings and as you conceded in your 
latest letter, there was a telephone invitation by my office to a member 
of vour staff to come over and discuss the matter, but this was never 
followed up by your committee until the subject was again raised just 
before your recent hearings in the November visit by a member of 
your staff. Since you were not present at my meeting with the 
member of your staff in November, I assume your categorical state- 
ments as to what occurred are based on your staff member's personal 
impression of what occurred. To the extent your letter reflects his 
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impressions, | must respectfully say that they differ considerably 
from mine. 

As I testified at your hearings, I asked Mr. Southwick what press 
queries and replies he wished, because I pointed out that to provide 
them for a considerable period would impose an extreme administrative 
burden. He thereupon selected October 10, and I agreed to give him 
the material. However, he then expanded his request to say that 
what he wanted, in addition to the queries and replies, was general 
access to our records and files concerning queries and replies. | 
pointed out to him that this raised a different question, which would 
have to be passed upon by the Secretary of Defense personally, and 
stated that I would take the matter up with him and attempt to obtain 
an answer before the hearings. I subsequently personally telephoned 
Mr. Southwick before the committee hearings and advised him that 
the new Secretary of Defense had stated that since this involved a 
possible refusal of information requested by a congressional committee 
he desired to have the specific request in writing before making his 
determination. During my testimony a day or so later you raised 
the matter, and we there agreed upon the material which was to be 
furnished. 

With respect to my testimony, I am afraid that you have assumed 
a great deal by reading into it a promise, to grant general access to 
the files of the Department of Defense, which is not in any way 
supported by my testimony, including the fragments you have quoted 
in your letter. You raised the matter (see p. 3107) and the following 
colloquy ensued. 

“Secretary Snyper. Mr. Chairman, you haven’t named the in- 
formation 

“Mr. Moss. I will name the information, precisely what I want. 
I want a typical day or a number of days’ requests to your office 
from the working press for information, and the type of responses 
supplied to them so we can evaluate the performance of that. office. 
I am told that we cannot have it. 

“Secretary SNypER. That wasn’t the request to me. The request 
to me was that your subcommittee be given access to the files of 
1 day’s inquiries and responses and the actual papers which were 
involved in the transmission of the query and the ultimate response, 
as a starter. 

“This was not done in writing. Of course it may not—- 

“Mr. Moss. May I correct that? On June 7, 1957, I sent the follow- 
ng letter to Hon. Wilber M. Brucker, Secretary of the Army and 
ike letter to the Secretaries of the other services: 

““Dear Mr. Secretary: The House Government Information 
Subcommittee, in its study of the availability of information from the 
armed services, needs to obtain a clear picture of the day-to-day 
working-level operation of the Army Press Branch. The subcommittee 
understands that the Army press desk in room 2E-761 keeps a daily 
record of inquiries received from press mediums and the replies made to 
the requests. The subcommittee will appreciate your making these 
daily records available so that the staff can obtain a firsthand observa- 
tion of the type and the volume of queries received and the action 
laken on them during a recent period of time such as the past 2 or 3 
months. 
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“ “Your cooperation in this matter will expedite the subcommittee’s 
efforts to evaluate and help the Army’s efforts to meet the public’s 
right to know about operations of the Government. 

“T was subsequently informed that that had been directed to your 
office because you controlled the information, rather than the services, 
(See exhibit VI-B.) 

“Secretary SnypER. Those requests by you, sir, to the three services 
were directed to our office. I had my Chief of ‘Public Information, 
Mr. Schooley, talk to Mr. Archibald on the telephone. Mr. Archibald 
said he would be over in a week or so to discuss it with him. He 
never came. 

“As far as I know, there was no further discussion of it until Mr, 
Southwick came over less than a week ago, the latter part of last week. 

“However, we were not asked for the specific inquiry submitted by 
a newspaperman, nor were we asked for the answer given to him, 
either in one instance or on a certain subject or a certain date. We 
would be perfectly happy to provide you, if you wish it, with the 
complete record of the queries received in our office—and that 
means the Department of Defense for all three of the services—for 
a day, with the replies given to the newspapermen. We will be 
perfectly happy to do that. 

“Tt would require considerable work, if that were done as a regular 
thing, because we have a limited staff. 

“Mr. Moss. May I point out most respectfully that my request 
does not ask for it on a continuing basis. I requested it as a typical 
example of workload, of the manner of handling, in order that we 
might make an evaluation. That is all I requested. 

“Mr. Mrreneti. Mr. Chairman, I think the date requested by Mr. 
Southwick was October 10. 

“Secretary Snyper. That is correct.” 

Immediately following this colloquy there ensued an exchange of 
remarks in reply to Congressman Hoffman’s questions, during which 
I furnished statistics as to the tremendous amount of information 
furnished by the Department of Defense in response to written and 
telephonic queries from the Congress from March to November. 

Subsequently (commencing at p. 3112) Congressman Fascell re- 
turned to the matter of press queries ae replies and a general dis- 
cussion followed which included the fragme “ you quoted in your 
letter. 

Your letter of January 10 describes my letter of December 5 as 
having enclosed “a summary of press inquiries and replies” and states 
that what your committee wants to see is the actual requests made 
by the press and the actual replies made by the Army, Nav y, Air 
Force, and the Department of Didier —not a conspectus”’ prepared 
by a member of my organization. Apparently someone has misil- 
formed you. My letter of December 5, which is printed in your 
hearings commencing at page 3215, supplied you with the actual 
queries received and replies given for October 10, 1957, in the cases 
where the actual queries and replies were recorded. As fully ex- 
plained in my letter of December 5, since more than a thousand queries 
are handled every week, many of them duplicates, it would be admin- 
istratively impossible to record them all and unnecessary to do 80, 
and accordingly, generally the only queries fully re corded are those 
received during normal duty hours which may be of continuing inter- 
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est and these probably represent 25 percent of inquiries received. 
Thus, despite your impressions to the contrary, you have been fur- 
nished with the actual queries and replies as you requested, to the 
extent it is humanly possible to do so. 

Sincerely, 


Murray SNYDER. 


Exuipit [X—A 


Hlousre oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., October 14, 1957 
Hon. JosepH CAMPBELL, 
Comptroller General of the United States, 
Washington, D. C. 


Dear Mr. Campspeti: The Department of Defense Directive 
5200.1, dated July 8, 1957, contains, under part 4, III. D., the Depart- 
ment’s regulations for granting access to classified defense information 
to the General Accounting Office. 

The first sentence under D. reads as follows: 

“The Comptroller General of the United States has agreed to the 
procedures set forth in this section.” 

As chairman of the House Government Information Subcommittee, 
I would like to know whether the General Accounting Office did or 
did not agree to the section cited above. I would also like to know if 
the Department of Defense discussed this section with any officials of 
the General Accounting Office before including it in the directive of 
July 8. 

Section D. subsections a. and b. separate G AO access to classified 
defense information into so-called ‘ ‘sensitive areas” and “‘other areas.’ 
Subsection a., dealing with access to “Sensitive areas of classified 
defense information’’, reads as follows: 

“There should be no frequent need for personnel of the General 
Accounting Office to inquire into such sensitive areas as plans or 
policies which are the basis for determination of requirements con- 
cerning the number and disposition of units, armament of units, 
numbers of personnel, ete. When such needs do arise, the General 
Accounting Office will make arrangements for access with the Office 
of the Secretary of the Military Department or head of other Depart- 
ment of Defense agency involved.” 

What approximate percentage of GAO investigations of the Defense 
Department over the past year has required access to classified infor- 
mation, and of this percentage what approximate percentage required 
access to information in so-called “sensitive areas’? How do these 
figures compare with the corresponding percentages 5 years ago? 
When need for “sensitive” information does arise, are arrangements 
for access made directly with the Office of the Secretary of the Mili- 
tary Department or the head of other Department of Defense agency 
involved? If the answer to this question is negative, how are ar- 
rangements for such access obtained? 

Subsection b., entitled ‘Access to other areas of classified defense 
information,” states, in part, that GAO employees must meet the 
27027—58——15 
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“need-to-know”’ 
information. 

How do GAO investigators determine beforehand, when under- 
taking any study, what specific information they will actually need to 
know? 

Finally, the House Government Information Subcommittee would 
like your views on the entire section D. as contained in DOD 5200.1, 
dated July 8, 1957, especially as to how the section compares to 
GAO’s actual relations with the Defense Department today. 

Sincerely, 


criterion before being granted access to classified 


Joun E. Moss, Chairman. 


JSOMPTROLLER GENERAL 
OF THE UNITED STATEs, 

Washington, November 20, 1957. 

B-134192 

Hon. Joun E. Moss, 

Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuarrMan: This is in further reference to your letter 
dated October 14, 1957, requesting information in connection with 
part 4, III. D., of Department of Defense Directive No. 5200.1, 
dated July 8, 1957, concerning access to classified security information 
by the General Accounting Office. 

The General Accounting Office did not agree to part 4, III. D. of 
Department of Defense Directive No. | 5200.1, dated July 8, 1957. 
The Department of Defense did not discuss the section with any of our 
officials prior to the issuance of the 1957 directive. However, pro- 
visions similar to those in the 1957 directives were included in Depart- 
ment of Defense Directive No. 5210.5, dated March 5, 1953, together 
with a like statement regarding our concurrence. ‘There is no refer- 
ence to the 1953 directive in the references cited in Department of 
Defense Directive No. 5200.1 dated July 8, 1957. Presumably, 
though, the statement in the new directive that we have agreed to the 
procedures has reference to our letter to the Secretary of Defense 
dated February 19, 1953, B—-107366, in which we approved the earlier 
directive. A copy of our letter of February 19, 1953, is enclosed. 
You will note that in our letter we also made the following stipulation: 

“However, if a situation should arise in the future w hich would make 
the present provisions unworkable the General Accounting Office 
would, of course, have to request consideration of a revision of the 
directive. 

The provisions in the 1953 directive regarding our access to classified 
security information were based on the auditing then being performed 
in the defense area. Most defense expenditures were audited on a 
centralized basis in limited terms of legality and fiscal propriety, and 
site or comprehensive audits were made of selected industrial funds, 
defense contract awards and operations, and payroll activities. The 
accent in the earlier Department of Defense directive, therefore, 
was on the relative infrequency with which we then required access 
to classified security information. This was particularly true re- 
garding the so-called “sensitive” areas of classified information, 4 
category intended to relate to basic data concerning combat activities. 
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There has been a broad expansion and rapid acceleration of our 
comprehensive audit coverage of defense programs in the past several 
years. Asaresult, our need for access to daseified security information 
has expanded considerably. We estimate that as much as 80 percent 
of the activity areas in which we are currently devoting our primary 
efforts involve a need for access to classified security information. 
This is in contrast with an estimated 20 percent of the cases under 
our prior audits. We now require access to classified information in 
a substantial part of our work, whereas 5 vears ago we had considerably 
less occasion to use such information. 

Our arrangements for access to classified security information have 
been made with the office of the secretary of the military department, 
or head of other Department of Defense agency involved, on the basis 
of individual needs in connection with specific audit or review pro- 
grams. We have followed this practice in accordance with the March 
5. 1953, directive. 

Our audit and review programing and execution processes provide ap- 
propriate controls over the access to and use of aie relevant classified 
security information. They include (1) clearly and explicitly defining 
the audit or review objectives, the areas to be evaluated for those 
purposes, and the essential elements of the activities involved, (2) 
identifying in advance, to the extent foreseeable, the significant types 
of information which would be relevant to the audit objectives and 
their elements, (3) assuring adequate testing of the entire area involved 
including the detection of need for deeper penetration than originally 
planned in specific segments, (4) developing, as the audit progresses, 
more detailed specifications as to the types of information necessary 
to adequately test and evaluate the area involved, and (5) carefully 
limiting, to the extent feasible, the gathering of information to that 
having a real bearing on the audit objectives. 

Our audit responsibilities and interests rest on our responsibility for 
evaluating and reporting to the Congress as well as to management. 
There are essential relationships between the various phases of manage- 
ment’s responsibility for defense activities from the policy level down 
through the actual execution stages. The importance of these relation- 
ships is accentuated by the scope and complexity of the activities. 
In terms of the proper discharge of our audit responsibilities, these 
relationships require that our audits and reviews extend to all phases 
of management’s responsibility for supervising and controlling 
operations. In order for our audits and evaluations to be effective 
and worthwhile, it is essential that all pertinent aspects of management 
of operations be throughly reviewed and critically analyzed. 

Our present audit approach, therefore, is to make surveys, reviews, 
and analyses and to adapt different types of audits and examinations 
according to significant management and operational features. De- 
partment of Defense Directive No. 5200.1, dated July 8, 1957, is in- 
compatible with our increased audit efforts in areas involving classi- 
fied information and the extent to which we currently have a need 
for classified information. Similarly, any arrangement which re- 
quires determinations by the various echelons within the military de- 
partments on the so-called ‘‘need-to-know” requirements only re- 
sults in inordinate delays without providing additional safeguards. 

In our present approach, it is essential that emphasis be placed on 
the general necessity for examination or review of all of the basic 
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management data which are relevant to evaluation of the manner in 
which entire programs are being carried out. Such an approach does 
not conflict with basic security precepts upon which departmental 
regulations are founded. On the contrary, it is completely consistent 
with them because of our coordinate interest in all phases of manage- 
ment’s program responsibilities and the fact that we are governed 

the same security precepts. Also, as you know, our reporting a 
sponsibilities require strict adherence to these sec urity r requirements, 

Although the existing arrangements for access to classified security 
information have been generally adequate—there have been only 
isolated instances of refusal of access by departments or field com- 
manders—these arrangements have entailed girrtencr mat inconveni- 
ence to both our representatives and those of the departments. We 
have been frequently delayed in the accomplishment of our objectives. 
Even when requirements for clearance at the secretarial level have 
been met, determinations have been made which were inconsistent 
with the intent of the 1953 directive. In our opinion the present 
directive will continue to be subject to misinterpretation until depart- 
mental regulations give complete and full recognition to our need for 
all information pertinent to matters under examination by us. 

We do not believe that continuation of the “sensitive areas” cate- 
gory is desirable or necessary in terms of protection of the interests 
of the United States. It has operated in a manner which impairs the 
efficient accomplishment of our audit responsibilities, and on one 
occasion prevented us from performing our statutory responsibility, 
The “need to know” theory in relation to our audits is largely aca- 
demic. There always is need to know all information which is relevant 
to the areas of audit interest. In answer to the question on page 2, 
paragraph 3, of your letter, it is not possible for our auditors or investi- 
gators to determine beforehand all specific information they will need 
to know. 

In view of the inadequacy of Department of Defense Directive No. 
5200.1, dated July 8, 1957, from the standpoint of our needs for access 
to classified security information, we have today requested the Secre- 
tary of Defense to amend these regulations to provide for generally 
unrestricted access by our representatives to such information. We 
have also suggested that it would be appropriate to include in such 

regulations a reference to the general directive relating to General 
Accounting Office comprehensive audits which they now have in 
preparation. 

We will be glad to furnish any further information on this matter 
which you may desire. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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Housrt GovERNMENT INFORMATION SUBCOMMITTEE, 
Washington, D. C., December 9, 1957. 
Hon. New H. McE troy, 


Secretary of Defense, Department of Defense, 
The Pentagon, Washington, D. C. 


Dear Mr. Secretary: As a result of questions first raised by the 
House Government Information Subcommittee on October 14, 1957, 
the Comptroller General of the United States wrote you on November 
20, 1957, requesting widespread changes in the present Department of 
Defense directive limiting the access which representatives of the 
General Accounting Office will be granted to classified defense 
information. 

The pertinent language in this directive—5200.1 of July 8, 1957— 
is contained in part 4, III. D. which begins by stating that “The 
Comptroller General of the United States has agreed to the procedures 
set forth in this section.” 

In two letters dated November 20, 1957, however, the first to you 
as Secretary of Defense and the second to me as Chairman of the 
House Government Information Subcommittee, Comptroller General 
Joseph Campbell has stated that “The General Accounting Office did 
not agree to part 4, III. D. of Department of Defense Directive No. 
5200.1, dated July 8, 1957. The Department of Defense did not dis- 
cuss this section with any of our officials prior to the issuance of the 
1957 directive.” 

Mr. Campbell added that the only similar directive which the 
General Accounting Office had ever agreed to was adopted more than 
4 years ago, and that even at that time the GAO had stated that its 
concurrence was only temporary. 

Subsection 1 of part 4, III. D. reads in part as follows; ‘It is con- 
sidered that in a majority of instances where General Accounting Office 
personnel will be performing audits, surveys, examinations and inves- 
tigations they ordinarily will not have need for access to classified 
defense information.” 

In his two letters of November 20, 1957, however, Mr. Campbell 
has said: “We estimate that as much as 80 percent of the activity 
areas in which we are currently devoting our primary efforts involve 
a need for access to classified security information.” He has added 
that the present Department of Defense Directive 5200.1 “is incom- 
patible with our increased audit efforts in areas involving classified 
information and the extent to which we currently have a need for 
classified information.” 

Subsection l.a. of part 4, III. D. further limits access to ‘‘sensitive 
areas”’ of classified information. 
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In his letters of November 20, however, Mr. Campbell has stated: 
‘“‘We do not believe that continuation of the ‘sensitive areas’ category 
is desirable or necessary in terms of protection of the interests of the 
United States. It has operated in a manner which impairs the effi- 
cient accomplishment of our audit responsibilities, and on one occa- 
sion prevented us from performing our statutory responsibility.” 

Subsection 1.b. of part 4, I1J. D. adds the requirement that the 
‘“need-to-know” of any GAO representative must be predetermined 
before he is allowed access to classified information. 

In his letters, Mr. Campbell has stated that “any arrangement which 
requires determinations by the various echelons within the military 
departments on the so-called ‘need-to-know’ requirements only results 
in inordinate delays without providing additional safeguards.” 

Finally, after considering the questions originally raised by the 
House Government Information Subcommittee, Mr. Campbell has 
formally requested ‘“‘that the Department of Defense regulations gov- 
erning our access to classified security information be amended to 
provide for generally unrestricted access by our representatives to such 
information.” 

Since the General Accounting Office is an arm of the Congress, re- 
sponsible for keeping the Congress informed on the efficiency and 
economy with which Executive agencies are being operated, the House 
Government Information Subcommittee is only one of many con- 
gressional groups vitally interested in this matter. In view of its 
importance, to paraphrase Mr. Campbell’s own words, I would appre- 
ciate advice of the action of the Department of Defense proposes to 
take at your earliest convenience. 

Sincerely, 
JOHN E. Moss, Chairman. 


AssIsTANT SECRETARY OF DEFENSE, 
MANPOWER, PERSONNEL AND RESERVE, 
Washington, D. C., January 8, 1988. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuatrMan: Reference is made to your letter of Decem- 
ber 9, 1957, addressed to the Secretary of Defense, regarding the 
development and implementation of Department of Defense Directive 
5200.1 as it pertains to the activities of representatives of the General 
Accounting Office and their access to classified defense information. 

Manifestly Department of Defense Directives are not binding upon 
the General Accounting Office but are merely guidance for personnel 
of the Department of Defense. The information set forth in part 4, 
III D. of Department of Defense Directive 5200.1, dated July 8, 1957, 
merely repeats the text of Department of Defense Directive 5210.5, 
dated March 5, 1953, which in turn set forth for the guidance of De- 
fense personnel the procedures agreed to between the Department of 
Defense and the Comptroller General, as indicated to you in his letter 
of November 20. As in the case of all such working agreements 
between Government agencies, the concurrence of both the General 
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Accounting Office and this Department in these procedures was subject 
to the understanding that, in the event either party felt in the future 
revision was appropriate, ‘the procedures would be reviewed. From 
the time of the Comptroller General’s concurrence on February 19, 
1953, there was no indication from the General Accounting Office that 
changes in these procedures might be appropriate, until October 11, 
1957, when informal discussions between the General Accounting 
Office and the Department of Defense were undertaken. There was 
no formal request for reconsideration until the Comptroller General’s 
letter of November 20, 1957, to the Secretary of Defense. 

The Comptroller General has now requested a review of the existing 
procedures. In his letter he has outlined as his reasons the broad 
expansion and rapid acceleration in the General Accounting Office 
audit of defense programs which, in the past several years, has in- 
creased considerably its need for access to classified information. 

Consistent with past efforts to assist the General Accounting Office 
in meeting its responsibilities to the Congress, the problem raised in 
the Comptroller General’s letter is being carefully studied with a view 
to developing and establishing procedures which will be mutually 
satisfactory. 

Sincerely yours, 























STEPHEN S. JACKSON, 
Deputy Assistant Secretary. 
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Hovusre or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEER OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., March 31, 1958. 
Hon. JosepH CAMPBELL, 
Comptroller General of the United States, 
Washington, D. C. 


Dear Mr. Campsetu: Thank you for your letter of March 26, 1958, 
enclosing a draft of the “proposed new directive dealing with unclassi- 
fied information,” and a draft of the proposed amendment to Depart- 
ment of Defense Directive 5200.1 dated July 8, 1957. Your letter 
suggested that any questions concerning the proposed directives could 
be discussed with me or members of the subcommittee staff. 

This is to advise that I read these proposed directives and then in- 
structed the staff of the subcommittee to discuss the proposals with 
GAO officials. A number of questions arise from the discussion. 

With respect to the proposed directive entitled ““General Accounting 
Office Comprehensive Audits,” is this directive intended to replace 
DOD 5210.5 of March 1953? The purpose as set forth is not clear 
as to whether this directive covers both ‘‘unclassified and classified”’ 
records, documents, papers and material. Your covering letter states 
that this directive deals with ‘unclassified information’; however, 
your representatives left the impression that it covered both “‘unclassi- 
fied and classified” information and that it was intended to convey 
to field commanders and others that the audit procedure included 
more than just an inspection of vouchers. 
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In paragraph D of this directive the following sentence appears: 

“This procedure is in keeping with the General Accounting Office 
policy to correct deficiencies through cooperation with the agency 
staffs rather than by solely reporting such deficiencies to Congress.” 

I wonder whether this sentence might be susceptible of misunder- 
standing or confusion, carrying the implication that the directive 
instructs Defense officials to negotiate correction of deficiencies 
which will, thus, not be reported to the Congress. 

The second directive purports to be an amendment to DOD Diree- 
tive 5200.1, dated July 8, 1957, specifically concerned with ‘‘classified’’ 
information. I note in paragraph D the word “relevant” apparently 
is intended to replace “need to know.” There is no indication of who 
determines whether the information is ‘‘relevant.”’” Furthermore, the 
relevancy of information apparently is based upon a determination 
of responsibilities of the GAO ‘‘as outlined in” a Defense Department 
directive. Does the insertion of this language indicate that the 
Department will determine responsibilities of the GAO and, then, 
have the power to limit the scope of GAO activities? Is the substitu- 
tion of “relevant” for “need to know” in any way an improvement? 
Exactly what is the necessity for any language qualifying GAO access 
to Defense Department information? 

Paragraph D. 1. of the proposed amendment to 5200.1 was inter- 
preted by your representatives to mean that the GAO is responsible 
for the security clearance of its own personnel and that once an indi- 
vidual is cleared for top secret he can be assigned to any project or 
mission of the GAO. Is it your interpretation of the paragraph that 
- AO would merely notify the DOD or any of its components that a 

GAO employee is being assigned to a specific job and is to be accepted 
by DOD without question? 

Paragraph D. 3. b. of the proposed amendment to 5200.1 states 
that you have agreed ‘‘to obtain prior approval from the cognizant 
military department or other Department of Defense agency having 
cognizance in the matter under consideration before dissemination 
outside the General Accounting Office.” I would like to know 
whether this phrase means GAO will get Department clearance 
before transmitting information to Congress or its committees. If 
not, would clarifying language be appropriate to make this point 
clear? 

Last September I directed that a legal research study be made con- 
cerning the functions, duties, and responsibilities of the General 
Accounting Office, as established by section 301 of the Budget and 
Accounting Act of 1921 (Public Law No. 13, June 10, 1921, 42 Stat. 
23). The primary purpose of this study was to ascertain if the 
President or any department or agency of the executive branch could 
modify, amend, restrict or qualify the performance by the General 
Accounting Office of its statutory responsibility as set forth by the 
Congress. The study clarifies the fact that the GAO is ‘“‘an arm of 
the Congress,’’ completely independent of the executive branch, and 
that there is no authority for the executive departments or agencies 
to restrict the functions and activities of the GAO. 

Your attention is directed to 34th Opinions of the Attorney General, 
page 446, dated March 21, 1925, from the Attorney General to the 
Secretary of War, which is an opinion on whether information should 
be made available to the Comptroller General who stated that the 
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material was necessary in order to make a satisfactory audit. What 
papers or data the Comptroller General should have to make such an 
audit would seem to be a matter solely for his determination. More- 
over, section 313 of the Budget and Accounting Act provides (p. 25): 

“All departments and establishments shall furnish to the Comp- 
troller General such information regarding the powers, duties, activi- 
ties, organization, financial transactions, and methods of business of 
their respective offices as he may from time to time require of them; 
and the Comptroller General, or any of his assistants or employees, 
when duly authorized by him, shall, for the purposes of securing such 
information, have access to and the right to examine any books, 
documents, papers, or records of any such department or establish- 
mt, 2:F or 

Since there appears to be no doubt of the clear intentions of Congress 
concerning the responsibilities of the GAO, no one would want to 
permit the limiting of the duties, functions or responsibilities of the 
GAO through any administrative directive, rule or regulation. 

‘The above comments are based on nearly 3 years of subcommittee 
hearings and on many exchanges of correspondence with executive 
branch officials. ‘They are presented in the spirit of assistance and 
cooperation without, in any way, implying an effort to question your 
judgment in the matter. TI sine er ely appreciate your efforts to keep 
the subcommittee informed of developments. If the subcommittee 
can be of further assistance, please let me know. 

Sincerely, 
JoHNn E. Moss, Chairman. 


CoMPrROLLER GENERAL OF THE UNITED STATEs, 
Washington, April 18, 1958. 
B-107366 
B-134192 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 


Committee on Government Operations, 
House of Representatives. 


Dear Mr. CnarrmMan: Reference is made to your letter of March 
31, ace concerning the proposed directives to be issued by the 
Department of De fe nse dealing with access to defense information by 
represents tives of the General Ace ounting Office. 

‘here are several questions raised in your letter. The questions 
ied our replies follow: 

“With respect to the proposed directive entitled ‘General Accounting 
Office Comprehensive Audits,’ is this directive intended to replace 
DOD 5210.5 of Ma rch 1953?” 

Department of Defense Directive 5210.5 was replaced by Depart- 
ment of Defense Directive 5200.1 dated July 8, 1957. At the time of 
the issuance of Department of Defense Directive 5200.1 the directive, 
by apparent inadvertency, made no reference to the 1953 directive. 
However, on er 17, 1957, the Department of Defense canceled 
directive 5210.5 

The proposed new directive entitled “General Accounting Office 
Comprehensive Audits,” is intended to clarify the right of the General 
Accounting Office to Defense information generally. It will also re- 
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place pages 1 and 2 of appendix (3), enclosure 1, to Department of 
Defense Directive 5200.1, July 8, 1957, which deals with safeguarding 
classified Defense information. 

Early in 1956, we began an acceleration of our comprehensive audit 
work in the military establishment. As a result, our examinations, 
reviews, and audits at the sites of operations gradually increased and 
our need for access to records generally increased considerably. Our 
auditors arranged for access to all official documents, records, and 
reports, including classified defense information, with the Office of the 
Secretary of the military department, or head of other Department 
of Defense agency involved, on the basis of our needs in connection 
with specific examinations or audit programs. In accordance with 
this practice, we advised the Secretary of the Army in October 1956, 
that we intended to commence an audit of the Ordnance Tank- 
Automotive Command and requested the Secretary’s cooperation in 
making available all official documents, records, and reports to facili- 
tate our audit. 

By letter dated December 19, 1956, the Secretary of the Army pro- 
posed certain procedures under which the records of the Department 
of the Army would be made available to the General Accounting 
Office for examination in the discharge of our statutory responsibilities. 
In brief, those procedures provided: 

(a) The Arm vy not be asked to make available internal audit 
reports or related working papers until they have been analyzed 
by operating personnel, corrective action has been devised, and 
sufficient time has elapsed to permit the implementation of an 
orderly program of improvement or corrective action. 

(b) Requests for audit reports and working papers be directed 
to the Office of the Secretary of the Army rather than to field 
installations or activities and other staff elements of the Army. 

(c) Official documents, records, and reports be cleared by the 
Office of the Secretary before being made available for use in 
our audits. 

We replied to the Secretary concerning these proposed procedures 
on February 7, 1957. In our letter of February 7, we stated the pro- 
posed procedures of the Department of the Army were inconsistent 
with those contemplated in the Budget and Accounting Act of 1921, 
and the Accounting and Auditing Act of 1950, and precluded a proper, 
discharge of our statutory responsibilities. We also referred specifi- 
cally to the impairment to an independent audit and to the usefulness 
of our work both to the departments and agencies and to the Congress. 
We also mentioned that there would be delays in performance of our 
work, and a consequent loss of opportunity for current operating 
improvements based on our findings. 

We forwarded a copy of our reply to the Secretary of Defense on 
February 8, 1957, advising that the arrangements proposed by the 
Secretary of the Army were unsatisfacory. We also indicated to 
the Secretary of Defense that we felt there was a need for a more 
clearly defined policy in the Department of Defense relative to in- 
ternal audit functions and the relationship of such activities and 
resulting reports and working papers to audits being conducted by 
the General Accounting Office. 

Between February and May 1957, a number of discussions were 
held with representatives of the Department of the Army and Depart- 
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ment of Defense without satisfactory results. Again on May 2, 1957, 
we advised the Secretary of Defense that the withholding of records 
was contrary to the statutory responsibilities of both the General 
Accounting Office and the departments being audited. The serious- 
ness of this matter was called to the attention of the Secretary of 
Defense and we insisted that remedial action be taken without further 
delay and our Office notified. On June 5 and July 18, 1957, we 
advised the Secretary of Defense that no replies to our letters had 
been received and unless the question of access to records was resolved 
we would be required to report the matter to the Congress. 

When arrangements proposed on July 23, 1957, by the Assistant 
Secretary of Defense (Comptroller) did not materialize to resolve the 
problem of availability, the chairman, Senate Committee on Govern- 
ment Operations, intervened on August 15, 1957, by requesting a 
report from the Secretary of Defense on the matter. Shortly there- 
after, the Secretary of the Army issued a memorandum dated August 
20, 1957, clarifying the relationships between the Department of the 
Army and the General Accounting Office, and establishing guidelines 
to be followed by the Department of the Army, including all com- 
mands, installations, and activities. 

On August 21, 1957, we acknowledged the issuance of the memo- 
randum of the Secretary of the Army, and advised the Assistant 
Secretary of Defense (Comptroller) that we understood that the 
Department of Defense intended to issue an overall directive covering 
access to records by the General Accounting Office which would be 
applicable to all of the military departments, and expressed the hope 
that such a directive could be issued in the very near future. The 
proposed directive entitled ‘General Accounting Office Comprehensive 
Audits” is intended to clarify the right of the General Accounting 
Office to defense records and information, generally. 

You will note that the proposed directive in section II A, C, and 
D sets forth the present-day audit activities of the General Accounting 
Office and our methods of operation. We believe that this is highly 
desirable. There are still many individuals who believe the General 
Accounting Office goes no further in auditing than examination of 
vouchers and related documents. This is not the case. Section II 
B specifically states the basic statutory authority contained in section 
313 of the Budget and Accounting Act of 1921 as to the right of the 
Comptroller General to obtain information of the departments and 
agencies, and his right of access to any books, documents, papers, or 
other records for the purpose of securing information. 

Section III A directs the cooperation of officials of the Department 
of Defense, and the military departments, with the General Accounting 
Office. This section directs that GAO personnel be provided with 
proper working space and facilities, and that timely assistance be 
given in making necessary information, records, and personnel 
available. 

Section ITI B 1 directs that authorized representatives of the General 
Accounting Office should be given access to and allowed to examine 
such records as are necessary to permit them to carry out their duties 
and responsibilities. 

Section III B 2 provides for the availability of audit reports of 
the military departments’ audit organizations and associated working 
papers. 
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Section III B 3 deals with the availability of budgets for future 
fiscal years, reports of non-Department of Defense agencies (including 
FBI reports), and reports of criminal or personnel investigation 
reports of the inspectors general and criminal investigation organiza- 
tions of the military departments. 

Your next question deals with paragraph D of the directive entitled 
“General Accounting Office Comprehensive Audits.”” You raise a 
question as to the sentence reading: ‘“This procedure is in keeping 
with the General Accounting Office policy to correct definciencies 
through cooperation with the agency staffs rather than by solely 
reporting such deficiencies to Congress.” 

The policy of the General Accounting Office is to report any matters 
of significance to the Congress. The intent of the sentence referred 
to was to express our policy of reporting matters requiring action to 
the agency as soon as detected in order that immediate action can be 
taken to correct the deficiencies. This does not preclude us from later 
reporting the matter to the Congress. However, in order to avoid 
any misunderstanding, the sentence has been eliminated from the 
proposed directive. 

Your next question concerns the proposed amendment to Depart- 
ment of Defense Directive 5200.1, dated July 8, 1957. You refer 
specifically to the use of the word “relevant” in section D. 

With reference to section D, which provides for access to informa- 
tion which is relevant to the performance of the duties of the General 
Accounting Office, we realize that there is a question as to who 
determines whether information is relevant. 

The intent of the document and assurance given us was that we 
would be given promptly everything relevant to the performance of 
our statutory responsibility. However, we recognize that there may 
be records of a highly sensitive nature such as war plans which we 
would not be examining in carrying out our responsibilities. In view 
of this category of information and the basic concept that disclosure 
of information not relevant to the recipients’ responsibilities tends to 
weaken the protection and control of security information, a blanket 
requirement for submission of any document requested by a General 
Accounting Office representative whether relevant or not was con- 
sidered unwise. It was, therefore, agreed to include in the directive 
the simple requirement that all information relevant to our statutory 
responsibilities, which are extremely broad, be made available. This 
was accepted with the understanding that it would provide us full 
access to all relevant information, that questions as to relevancy— 
which should be few in number—could be resolved on an individual 
case basis at top levels of the agencies concerned. We did not insist 
that the document deprive Department of Defense of any voice with 
respect to disclosure of information irrespective of its relevancy, with 
the possible result of delay or nonissuance of a needed directive. As 
a practical matter, it is our understanding that the question of rel- 
evancy will be primarily for our determination, but we will be expected 
to have a reasonable basis for such determination. 

We believe that in the great majority of cases, information will be 
made available without question. There may be an occasion where 
our personnel would consider information relevant and there would 
be disagreement in the defense area. In such a case, the matter 
would be reported immediately to me and I, in turn, would take the 
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matter up with the Secretary of Defense, or Secretary of the appro- 
priate military department. In the event agreement could not be 
reached at that level, I would report the matter to Congress. We 
might add that, in our opinion, instances of the latter type would be 
extremely rare. 

Your next question is as follows: 

“Paragraph D, 1. of the proposed amendment to 5200.1 was inter- 
preted by your representatives to mean that the GAO is responsible 
for the security clearance of its own personnel and that once an 
individual is cleared for ‘Top Secret’ he can be assigned to any project 
or mission of the GAO. Is it your interpretation of the paragraph 
that GAO would merely notify the DOD or any of its components 
that a GAO employee is being assigned to a specific job and is to be 
accepted by DOD without question?” 

The General Accounting Office clears its own personnel for access to 
security information. Once an individual is cleared he can be assigned 
to any work of the General Accounting Office in the defense area. 
The Department of Defense and the military departments have no 
voice as to who is assigned for particular work. The only requirement 
is that one of the officials of the General Accounting Office listed on 
page 3 of the proposed directive must make a certification that the 
individual assigned has been cleared by the General Accounting Office 
for access to security information. 

You also refer to section D 3 b. of the proposed amendment to 
5200.1. 

Section D 3 b. requires approval of the cognizant military depart- 
ment before dissemination of classified defense information outside 
of the General Accounting Office. This procedure follows Executive 
Order 10501 dated November 5, 1953. Section 7 C of the Executive 
order states that classified defense information shall not be dissemi- 
nated outside the receiving department or agency without consent 
of the originating department or agency. In the handling of classified 
defense information in the form of reports to the Congress, we have not 
had one instance where the Department of Defense, or any of the 
military departments, have refused to give their approval for the 
transmission of a classified report. 

We want you to know that we appreciate your comments concerning 
the proposed directives. Certainly there is no intention on our part 
to dilute the authority of the General Accounting Office in any way. 
The proposed directives are intended as a solution to a very difficult 
operating problem. As you know, in giving the Assistant Secretary 
of Defense (Comptroller) our comments on the proposed directives, 
we said that we believed that both proposed directives, if properly 
implemented, should provide a basis for a satisfactory working rela- 
tionship in the defense area. However, we also said that should any 
situation arise in the future which would make the proposed revised 

rocedures unworkable, in that the General Accounting Office would 
Ge impeded in carrying out its duties and responsibilities, we would 
have to insist that the procedures be reconsidered. 

For your information, we are enclosing the latest drafts of the pro- 
posed directives. As we have indicated, the sentence in paragraph 
D of the directive entitled ‘‘General Accounting Office Comprehensive 
Audits,” which deals with cooperation with the agency has been elim- 
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inated. Also, in both directives, the word “should” has been changed 
to “shall” in all appropriate places. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Exutipit [X-D 


CONGRESS OF THE UNITED STATEs, 
Hovusz oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
ComMMITTBE ON GOVERNMENT OPERATIONS, 
September 18, 1957. 

Staff memorandum. 

Subject: Statutory Authority of the General Accounting Office in 
Relation to Information From Executive Departments and 
Agencies. 

An examination of the legislative history discloses the General Ac- 
counting Office was established by section 301 of the Budget and 
Accounting Act of 1921 (Public Law No. 13, June 10, 1921; 42 Stat. 
23,31 U.S. C. 41 et seq.). A principal purpose of the act was to make 
the Accounting Office independent of the Executive and responsible to 
Congress. It gave the Comptroller General and the Assistant Comp- 
troller General a 15-year term and made the Comptroller General in- 
eligible for reappointment and both officers removable only by joint 
resolution of Congress or by impeachment. In this connection it is 
interesting to note President Wilson vetoed the budget law in the 65th 
Congress for the sole reason that he insisted the Comptroller General, 
like the Director of the Budget, be answerable to the Executive and 
that the Executive should have the right to dismiss the Comptroller 
General if his policy did not agree with the policy of the Executive. 

During consideration of the bill in the House, Representative Byrns 
of Tennessee, ranking minority member of the House Select Com 
mittee on the Budget, which had initiated similar legislation in the 
preceding Congress, and later chairman of the Committee on Appro- 
priations, majority leader, and Speaker of the House, said: 

«“* * * The Comptroller General is the representative of Congress. 
He does not represent the Executive in any sense of the word, and the 
whole idea of the Budget Committee was to make him absolutely and 
completely independent of the Executive * * *” (61 Congressional 
Record 1081). 

Additional statements concerning the proposed legislation are as 
follows: 

Congressman Frss: ‘This bill removes from the spending depart- 
ment the right to audit its own books, and requires the audit to be 
made by an agency wholly independent of the department whose 
books are being audited. The Comptroller is removable only by 
impeachment or concurrent resolution of Congress. This makes him 
entirely independent of the departments which spend the money, and 
subjects him to remote or ultimate control of the department which 
authorizes the expenditure. This is the item which led to the Wilson 
veto, because it makes the Comptroller independent of the President” 
(61 Congressional Record 977). 
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Congressman Goop (chairman, Select Committee on the Budget, in 
charge of the bill on the floor of the House): ‘“* * * Under the law 
it is his duty to come to the committees of Congress that have jurisdic- 
tion over appropriations, expenditures, and revenues, and explain 
to them at all times when there is any inefficiency, when there is a 
waste or a lack of economy; and when the Commissioner from the 
Bureau of the Budget, or the President’s staff, come and explain the 
budget, sitting right there they are brought to face the Comptroller 
General of the United States; and if a representative of the Bureau of 
the Budget states something that is not true, if he fails to state the 
whole truth, the Comptroller General sits there with the Committee 
on Appropriations as an arm of Congress and can supply the desired 
information. * * *” [Emphasis supplied.] (61 Congressional Record 
982.) 

Congressman BANKHEAD. ‘‘* * * This office of Comptroller General 
which we are seeking to establish is not a constitutional one. It 
is clearly within the jurisdiction and province of the Congress to 
establish an office of this character, and it may be that without any 
constitutional restraint Congress itself could name the official to 
administer the law. But be that as it may, it is a safe provision to 
allow this man who is to perform the great duties of Comptroller 
General to be absolutely free and independent of any restraint by Execu- 
tive interference. If he is to exercise the functions of that office 
independently, if he is to carry out the will of Congress as proposed in 
this House bill, and protect the Treasury and interest of the taxpayers, 
he should be free and untrammeled from any sort of interference from 
any source.’”’ {Emphasis supplied.] (61 Congressional Record 986.) 

In addressing the House on the conference report, Congressman 
3yrns stated: 

“* * * In order that he be independent of the Executive it was 
important that he should not be trimming his sails for a reappoint- 
ment. The conferees therefore agreed upon a 15-year tenure of 
office for the Comptroller General with a provision making him 
ineligible for reappointment * * * As I say, the one idee. of the 
committee and of the House in the adoption of the bill es it was 
passed by the House was to make the Comptroller General independ- 
ent of the Executive” (61 Congressional Record 1856). 

In section 313 of the Budget and Accounting Act of 1921 (31 U.S.C. 
54) there was set forth a limitation on the authority of the Comptroller 
General. Under section 313, the Comptroller General is granted the 
right to examine the records, ete., of the Government departments and 
establishments; but it is specifically provided that the authority 
granted thereunder does not apply to expenditures made under the 
provisions of section 291, Revised Statutes. Section 291 of the 
Revised Statutes reads as follows: 

“Whenever any sum of money has been or shall be issued, from the 
Treasury, for the purposes of intercourse or treaty with foreign 
nations, in pursuance of any law, the President is authorized to cause 
the same to be duly settled annually with the General Accounting 
Office, by causing the same to be accounted for, specifically, if the 
expenditure may, in his judgment, be made public; and by meking or 
causing the Secretary of State to make a certificate of the amount of 
such expenditure, as he may think it advisable not to specify; and 
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every such certificate shall be deemed a sufficient voucher for the sum 
therein expressed to have been expended.” 

In a decision to the Secretary of State, dated August 16, 1922 (2 
Comp. Gen. Ops. 121), regarding certain expenditures certified under 
section 291, Revised Statutes, the Comptroller General stated: 

“Speaking generally * * * I may say that this office recognizes to 
its full extent the discretionary power conferred upon the Secretary of 
State by section 291, Revised Statutes, and in no case will a certificate 
made by the Secretary in conformity with the provisions of that section 
and in support of a payment from the supporting appropriation be 
questioned by this office * * *.” 

The apparent rationale justifying section 291, Revised Statutes, is 
the need to meet emergency requirements essential to the furtherance 
and protection of the interests of the United States in foreign countries. 
However, attention is directed to the conditions developed by the 
International Operations Subcommittee, House Committee on Govern- 
ment Operations, during hearings in June and July 1957, captioned 
“State Department Public Opinion Polls.”’ 

In an opinion by the Attorney General to the Secretary of War dated 
March 21, 192 5, cone erning section 313 of the Budget and Accounting 
Act (31 U. 5S. 54), it was stated “that it is for the ( ‘omptroller 
General to etre what papers or data he should have to make 
such an audit.”” The full text of the opinion is attached as appendix A. 


GOVERNMENT CORPORATION CONTROL ACT 


During the consideration of H. R. 3660 (introduced by Congress- 
man Whittington) which became the Government Corporation Con- 
trol Act, approved December 6, 1945, the following statement is 
found in Senate Report No. 694 (79th Cong., Ist sess.), issued by the 
Senate Committee on Banking and Currency, at page 10: 

“The audit provisions are intended to give the Congress the inde- 
pendent audit reports of its agent, the Comptroller General, as to the 
operations and financial condition of every Government corporation 
in which the Government has a capital interest. Some of those 
corporations have sought exemption from the Comptroller General’s 
audit on the ground that they are already examined pursuant to law 
by an administrative agency of the Government. * * * Although 
such examinations are independent of the respective banks and corpo- 
rations, they are integral parts of systems of administrative super- 
vision and regulation. On the other hand, the audits of the Comp- 
troller General under Public Law 4 (approved February 24, 1945—the 
so-called George law) and under this bill are independent not only of 
the banks and corporations but also of the supervising administrative 
agency. If the audit by the Comptroller General is to be a truly 
independent audit, he must not be restricted in such a way as to 
prevent him from examining into and reporting the transactions of any 
Government corporation to the extent deemed by him to be necessary. 

The same thought was expressed by the ‘House Committee on 
Expenditures in Executive Departments in House Report No. 856 
(79th Cong., Ist sess.) to accompany H. R. 3660, at page 9. 

The following statement was made by Congressman Whittington, 
during debate: 

«# * * we have not closed the door so that he, the Comptroller 
General, the arm of Congress, the agent of Congress, can go behind 
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those if at any time he feels he should do it in order to give the facts 
to the Congress” (speaking in re duplication of audits already made 
by administrative agencies or corporations (91 Congressional Record 
8561). 

Section 105 of the Government Corporation Control Act provides: 

“* * * The representatives of the General Accounting Office shall 
have access to all books, accounts, financial records, reports, files, 
and all other papers, things, or property belonging to or in use by the 
respective corporations and necessary to facilitate the audit, and the 
shall be afforded full facilities for verifying transactions with the bal- 


ances or securities held by depositories, fiscal agents, and custo- 
dians * * *,” 
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Section 206 of Public Law No. 601, enacted August 2, 1946 (79th 
Cong., 2d sess.), provides: 

“The Comptroller General is authorized and directed to make an 
expenditure analyses of each agency in the executive branch of the 
Government (including Government corporations), which, in the 
opinion of the Comptroller General, will enable Congress to determine 
whether public funds have been economically and efficiently adminis- 
tered and expended. Reports on such analyses shall be submitted by 
the Comptroller General from time to time, to the Committees on 
Expenditures in the Executive Departments, to the Appropriations 
Committee, and to the legislative committees having jurisdiction over 
legislation relating to the operations of the respective agencies, of the 
two Houses.” 

During the hearings before the Joint Committee on the Organization 
of Congress, 79th Congress, Ist session, the following statement was 
made by Comptroller General Lindsay C. Warren (p. 530): 

«“* * * and by increasing use of the General Accounting Office on 
particular matters relating to the expenditure and application of funds, 
the Congress could better inform itself as to how expenditures have 
been made and as to the soft spots in the organization or activities of 
the agencies requesting funds. This information would be available 
for use when the agencies appeared before the Appropriations Com- 
mittees requesting funds. In other words the committee would have 
both sides of the story. While the present manpower situation and the 
tremendous job the General Accounting Office now has, due to war 
expenditures and the new corporations audit work enjoined upon us 
by the George Act, would make it impossible for the General Ac- 
counting Office to undertake the job immediately on a governmentwide 
basis, this function could be developed gradually and, I sincerely 
believe, would in time become a great aid to the Congress and its com- 
mittees dealing with appropriations and expenditures.” 











BUDGET AND ACCOUNTING 





PROCEDURES ACT OF 1950 








In Public Law No. 784, enacted September 12, 1950, it is provided 
in section 111: 

“Tt is the policy of the Congress in enacting this part that— 

“(d) The auditing for the Government, conducted by the Comp- 
troller General of the United States, as agent of the Congress, be 
directed at determining the extent to which accounting and related 
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financial reporting fulfill the purposes specified, financial transactions 
have been consummated in accordance with laws, regulations, or other 
legal requirements, and adequate internal finance ial control over opera- 
tions is exercised, and afford an effective basis for the settlement of 
accounts 6f accountable offices.”’ 

The House Committee on Expenditures in Executive Departments, 
by Chairman William L. Dawson, issued House Report No. 2556, 
to accompany H. R. 9038, which stated, at page 2 thereof: 

“The auditing of the Federal Government’s financial transactions 
will continue to be conducted by the Comptroller General of the 
United States, as an agent of the Congress, under provisions permitting 
more comprehensive ‘and more selective audits, to be developed in 
line with improved agency accounting systems, internal controls, and 
related administrative practices.” 

And at page 16, under the heading ‘‘Conclusions,” it was stated: 

“The continuation of the functions of the General Accounting 
Office, as an agency of the Congress, is essential to the maintenance of 
adequate appropriation and expenditure control by the Congress over 
the Federal Government * * *. 

“Tt is also the opinion of your committee that there is an urgent 
need for the improvement of budgeting, accounting, and financial 

reporting of the Gove oe nt. These fields should be simplified, 
modernized, and made effective to the maximum extent possible * * *, 
While H. R. 9038 provides the means for accomplishing these objec- 
tives it does not in any way lessen the control over public expenditures 
which is exercised by the Congress itself and by its agent, the General 
Accounting Office.” 

During the debate on H. R. 9038, the following statement was made 
by Congressman Holifield, a member of the committee: 

“The bill incorporates all of the recommendations of the Hoover 
Commission report on budgeting and accounting with a single excep- 
tion, that for the appointment of an Accountant General in the 
executive branch with authority over the prescribing of accounting 
systems and the supervising of accounting operations. That recom- 
mendation is contrary to a consistent congressional policy that the 
Comptroller General, as agent of the Congress, prescribe accounting 
requirements for the executive agencies so that appropriate audits 
may be made of the agencies and that C ongress may exercise control 
over appropriations and expenditures. 

“We know because that has been attempted before. In 1932 and 
1937, I believe, such a proposal was attempted legislatively and was 
turned down by Congress. We members of the committee knew that 
the Congress would not relinquish this arm of the Congress, and the 
Comptroller General is the arm of the Congress, the wate hdog of the 
Congress on expenditures in the executive departments.”’ (Emphasis 
supplied.] 

During the wartime and other emergency situations numerous 
statutes were enacted by Congress granting authority to administra- 
tive officials to make expenditures without regard to general laws con- 
trolling and safeguarding the use of public funds. No attempt will 


be made in this memorandum to list the various enactments. How- 


ever, in his testimony before the Joint Committee on the Organization 
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of Congress, Comptroller General Warren submitted a list of 36 
statutes covering fiscal years 1943 and 1944 (pp. 550, 561, hearings). 
In the main, such exemptions were from the civil service and classifica- 
tion laws or section 3709 of the Revised Statutes (advertising and 
obtaining bids on furnishing goods or services). In another area, in 
the case of veterans’ payments, the certification of the Veterans’ 
Administration is final and conclusive on the Comptroller General. 

In the Contract Settlement Act of 1944 (58 Stat. 649) it was pro- 
vided in section 16 (41 U.S. C. 116) that— 

“Any other provision of law notwithstanding, the function of the 
General Accounting Office with respect to any termination settlement 
made, authorized, ratified, or approved by a contracting agency shall 
be confined to det termining, after final settlement (1) whether the 
settlement payments to the war contractor were made in accordance 
with the settlement, and (2) whether the records transmitted to it, 
or other information, warrant a reasonable belief that the settlement 
was induced by fraud. For this purpose the General Accounting Office 
shall have the authority to examine any records maintained by any 
contracting agency or by any war contractor relating to any termina- 
tion settlement.” 

CONCLUSION 


The General Accounting Office and the Comptroller General is to 
be independent of the Executive and responsible only to Congress. 

The Comptroller General is the arm of the Congress, the watch- 
dog on expenditures in the executive departments. 

The Comptroller General is authorized by law to have access to 
and to examine any books, documents, papers, or records—except 
those pertaining to certain funds for purposes of intercourse or treaty 
with foreign nations—of all departments and agencies for the purpose 
of securing information regarding the powers, duties, activities, 
organization, financial transactioas, and methods of business of their 
respective offices. 

4. Nothing could be found indicating any intent to limit the data 
available to the Comptroller General. Accordingly the statement 
contained in the Opinion by the Attorney General (34 Op. Atty. Gen. 
446)—‘‘what papers or data he should have * * * would seem to be 
a matter solely for his determination.’’ would be applicable at this 
time. 

Aprenpix A 


INFORMATION FURNISHED YO CoMPTROLLER GENERAL BY DEPART 
MENTS AND ESTABLISHMENTS, Crrep UnpgsR Tirute 31, Unirep 
Srates Copg, Secrion 54 


The Comptroller General states that in order to make a satisfactory 
audit of expenditures the General Accounting Office should be fur- 
nished with information relative to contracts showing that the lowest 
bid was accepted or, if otherwise, a detailed statement of the reasons 
for accepting other than the lowest bid. 

This requirement is Warranted by section 313 of the Budget and 
Accounting Act, and it alll seem that it is for the Comptroller 
General to determine what papers or data he should have to make 
such an audit. 
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84 Op. Atty. Gen. 446 


DEPARTMENT OF JUSTICE, 
March 21, 1925. 
The Secretary or War. 

Sir: Your letter of January 2, 1925, states that under a decision of 
the Comptroller General your Department is called upon by the 
General Accounting Office to furnish information relative to contracts 
showing that the lowest bid was accepted or, if otherwise, a detailed 
statement of the reasons for accepting other than the lowest bid. 

The decision referred to is that of March 8, 1924 (3 Dec. Comp. 
Gen. 604). In it reference is made to the statute providing that all 
contracts requiring the advance of money or in any manner connected 
with the settlement of public accounts shall be deposited in the 
General Accounting Office (R. S. 3743, sec. 304 Budget and Accounting 
Act of June 10, 1921, 42 Stat. 24), and it was said (p. 605): 

“The requirement of section 3743, Revised Statutes, as amended, 
that all contracts shall promptly be deposited in this office is obviously 
for the purposes of a satisfactory audit of the expenditures thereto, 
and in connection therewith it is competent for this office to prescribe 
the papers which shall constitute or accompany the contracts to be so 
deposited. 

“The acceptance by an administrative officer of other than the low- 
est bid would ordinarily not be questioned if the reasons assigned for 
that action appear satisfactory, but the action in that respect by 
administrative officers is not conclusive on the accounting office. It 
appears, therefore, that a satisfactory audit of expenditures, whether 
pursuant to formal or informal contracts, requires at least an affirma- 
tive showing that the lowest bid was accepted, or, if otherwise, a de- 
tailed statement of the reasons for accepting other than the lowest 
bid.” 

You request an opinion “as to whether, according to law,” you are 
bound to furnish this information. 

It will be observed that the Comptroller General states that this 
requirement is made necessary in order that a satisfactory audit may 
be made. What papers or data he should have to make such an audit 
would seem to be a matter solely for his determination. Moreover, 
section 313 of the Budget and Accounting Act provides (p. 26): 

“All departments and establishments shall furnish to the Comp- 
troller General such information regarding the powers, duties, activi- 
ties, organization, financial transactions, and methods of business of 
their respective offices as he may from time to time require of them; 
and the Comptroller General, or any of his assistants or employees, 
when duly authorized by him, shall, for the purpose of securing such 
information, have access to and the right to examine any books, 
documents, papers, or records of any such department or estab- 
lishment * * * 

“Respectfully, 
“JoHn G. SARGENT.” 
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CONGRESS OF THE UNITED STaTEs, 
Houses or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., December 20, 1957. 
Hon. Neitz H. McEtroy, 


Secretary of Defense, Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: Enclosed herewith is a “top secret clearance”’ 
agreement which has been signed by Mr. Paul Southwick, a member of 
the staff of the House Government Information Subcommittee of the 
Committee on Government Operations and witnessed by me as 
chairman of the subcommittee. 

Reference is made to a letter dated July 8, 1957, signed by Fred H. 
Bounds, colonel, USAF, Deputy Director (Investigations), Office of 
Legislative Liaison, transmitting the agreement and requesting Mr. 
Southwick’s signature on the agreement. This is to advise that Mr. 
Southwick has signed this agreement without reservation. 

At the time this agreement was received, I directed that a legal re- 
search study be made relative to “the provisions of the Espionage Act 
(title 18, U.S. C., sees. 793 and 794), as amended,” and the “excerpt 
from the Espionage Act’’ which is attached to the agreement, I am 
advised that there is absolutely no qualification in the Espionage Act 
in any way abridging the right of Congress or ‘‘any regularly consti- 
tuted committee of the Senate or House of Representatives” to obtain 
information or records from the Federal departments and agencies. 

Your attention is directed to section 798 (c) of title 18, United 
States Code, as added by section 24 (a) of Public Law 248 enacted 
October 31, 1951 (65 Stat. 719), which reads as follows: 

“(e¢) Nothing in this section shall prohibit the furnishing, upon 
lawful demand, of information to any regularly constituted committee 
of the Senate or House of Representatives of the United States of 
America, or joint committee thereof.”’ 

The legislative history of this section fails to reveal any qualification 
or limitation imposed on the information to be given to Congress on 
request. Neither is there any reference made to a ‘‘need-to-know” 
basis or criteria. 

In view of this clear statutory declaration I reserve, as chairman, 
the right to determine what information this subcommittee will 
require to carry out its assignments. 

Sincerely, 









Joun E. Moss, Chairman. 
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DEPARIMENT OF THE AiR Force, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 4, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives. 
Dear Mr. CHairMan: This is to acknowledge your letter of March 
26, 1958, and your request that directives be provided the subcom- 
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mittee concerning coordination of information with the Office of 
Assistant Secretary of Defense (Public Affairs) relative to missile 
activities at the Air Force Missile Test Center, Cape Canaveral, Fla., 
prior to its referral to Congress. 

In compliance with your request, I am submitting herewith copies 
of memorandum, dated October 25, 1957, and February 28, 1958, 
respectively, prepared by the Assistant Secretary of Defense (Public 
Affairs) and dealing with procedures for release of information on 
missile activities at Cape Canaveral, Fla. 

In response to your specific request, I should like to advise that 
immediately following receipt of the October 25, 1957, memorandum 
referred to above, I received verbal instructions from the Office of 
the Assistant Secretary of Defense (Public Affairs) to coordinate all 
replies to Congress concerning activities at the Air Force Missile 
Test Center with that office. The wording of this verbal instruction 
was simply to the effect that all replies to Congressional requests 
for information relative to missile activities at that Air Force installa- 
tion would be coordinated with the above-mentioned office. 

In further response to your request for a report concerning the 
procedure observed by the Air Force in coordinating proposed replies 
to congressional quesries on this subject, prior to signature correspond- 
ence setting forth desired details is finalized, coordinated with appro- 
priate Air Staff agencies, and submitted to the Assistant Secretary 
of Defense (Public Affairs) for his additional review and coordination. 
The letter is then signed and dispatched. 

I trust that the above details provide the information desired. 

Sincerely yours, 
Jor W. KELty, 
Major General, United States Air Force, 
Director, Legislative Liaison. 


ASSISTANT SECRETARY OF DeEFreNnsEe (PusBiic AFFaIRs), 
Washington, D. C., October 25, 1957. 
Memorandum for Director, Office of Information Services. 
Subject: Press information on missile test firings at Cape Canaveral. 


The following supersedes memorandum of April 25, 1957, pertaining 
to release of informaticn on missile test firings at Cape Canaveral: 

Liaison will be maintained between the commanding general, 
Missile Test Center, Cape Canaveral, Fla., and the Office of the 
Assistant Secretary of Defense (Public Affairs) to assure a continuous 
flow of information concerning test schedules and expeditious reports 
to the press and public of nonsecurity information, following missile 
test firings. 

The military service responsible for a missile test in advance of 
usual detailed report to the Department of Defense on such test, will 
transmit to the Assistant Secretary of Defense (Public Affairs) a flash 
summary report of test results for approval for public announcement. 
Such announcements will be made simultaneously by the Department 
of Defense at the Pentagon and at Cape Canaveral. 

The following classified information is not releasable: 

. Warhead design details; weight and yield. 
. Detailed technical data of flight tests. 

3. Details of specific ballistic missile weapons systems. 
. Test schedules. 
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5. State of progress of development program. 
}. Certain performance characteristics: 
(a) Accuracy; 
(6) Precise information on such things as range, 
velocity at reentry, trajectory, time of flight and fuze. 
7. Type of guidance. 
8. Operational readiness dates. 
‘The Department of Defense will be consulted by the missile test 
center concerning the reply to any inquiry not covered by this 
memorandum, 


_ 


MurRrRAY SNYDER. 
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DePARTMENT OF THE Arr Forcr, 
Washington, D. C., May 16, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Repre Sé ntlative =. 

Dear Mr. Cuarrman: My attention has been called to recent press 
releases in which you were quoted as saying that I have received both 
written and verbal instructions to clear all Air Force missile informa- 
tion to be furnished the Congress with Assistant Secretary of Defense 
Murray Snyder. 

It appears that this impression is a result of my recent exchange 
of correspondence with you, and telephone conversations with your 
staff, concerning information requested by your subcommittee with 
regard to Air Force activities at Cape Canaveral, Fla. I should like to 
clarify this matter since there seems to be some misunderstanding 
concerning instructions I am reported to have received. 

Primarily, let me assure you that it is a matter of established ve 
Force policy that all information requested by, or to be furnished to, 
congressional source be referred to the interested Air Staff ageney, 
and to the appropriate Department of Defense agency, when deemed 
advisable, for review and coordination. The purpose for this is to 
insure that information furnished to the Congress is both accurate and 
complete in every respect. As you know, from comprehensive hear- 
ings by yvour subcommittee, items relating to public information 
activities of the several services, including those activities at the Air 
Force Missile Test Center, Cape Canaveral, Fla., are the overall 
responsibility of the Assistant Secretary of Defense for Public Affairs. 
Accordingly, I feel that it is a completely routine procedure for com- 
munications by this office to Congress involving such activities to be 
coordinate d with that Assistant Secretary. 

Vith regard to my letter to you of April 4, 1958, I should like to 
emphi size that my references to procedures iaiielial by this office 
and instructions received, concerned those dealing with public infor- 
mation activities and not the overall Air Force missile program. 
The written memoranda attached to the above letter refer only to the 
matters per taining to press information. 

There is, nor has been, no requirement, oral or written, that all 
Air Force missile information must be cleared by Mr. Snyder. My 
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telephone conversation with your staff memberzconcerning the infor- 
mation in question at that time, as I recall, concerned security review. 
Information for Congress on missiles or other subjects that has a 
possibility of containing classified information, and might be made 
public, are processed routinely through Security Review for clearance 
or proper classification. The Air Force is continually transmitting 
missile information, classified and unclassified, to Congress in response 
to queries to both Members of Congress and committees including 
testimony during various hearings without reference to the Office of 
the Assistant Secretary of Defense for Public Affairs. 

I sincerely regret that a misunderstanding concerning this matter 
has occurred and trust that the above comments will serve to clarify 
the Air Force position relative to the providing of information on the 
missile program to the Congress. 

Sincerely yours, 
(Signed) Jorn W. Ketty, 
Major General, USAF, 
Director, Legislative Liaison. 


Exuisit X 


AMERICAN Society OF NeEwspPAPER EpirTors, 
FREEDOM OF INFORMATION COMMITTEE, 
July 21, 1956. 
Hon. Geratp D. Moraan, 
Special Counsel, The White House, 
Washington, D. C. 

Dear Mr. Morean: When Executive Order 10501 was put into 
effect on November 5, 1953, the office of the General Counsel was 
assigned the task of generally supervising the execution of this order. 
Newspapers and others with any complaints to make about its 
administration were directed to refer these complaints to the office 
you now occupy. 

On June 27, the retiring Chief of Staff of the United States Army, 
Gen. M. B. Ridgway, directed a letter to the Secretary of the Defense 
Establishment. The contents of this letter were printed in The 
New York Times of July 14. On July 15, Mr. C. H. Schooley of the 
Defense Establishment made the following statement to the press: 

“Mr. Wilson has authorized me to say that he received a letter 
from General Ridgway, in the nature of a final report on his retire- 
ment as Army Chief of Staff. In order to permit opportunity for 
study and review, Mr. Wilson asked Secretary of the Army Stevens 
to appropriately and temporarily classify the letter. The Army sub- 
sequently advised him the letter had been classified ‘confidential’ 
with all copies accounted for. With open publication of the letter 
today, copies will be made available on request at the Defense news- 
room in the Pentagon.” 

On Wednesday, July 17, the following exchanges took place at 
Secretary Wilson’s press conference: 

“The Press. How about Ridgway’s strategic analysis, probability or 
possibility of the use or nonuse of nuclear weapons by the Russians? 

“Secretary Wiison. Well, I don’t want to talk about that at all. 
In view of the sessions that are starting tomorrow morning it would 
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be—I am too far away to do any good and I am close enough that out 
of context I might add to the difficulties, and that is the last thing in 
the world I want to do. And that is the only reason, when I glanced 
through the letter, that I temporarily asked that General Ridgway’s 
letter be classified. I thought the time was very poor to announce 
a position that anyone had with relation to the matter, correct or 
incorrect. I didn’t think the timing was good. The President and 
Foster Dulles and the State Department people have sufficient 
problems over there without any of us adding to them in any way.” 

“The Press. Mr. Secretary, would you comment on General 
Ridgway’s strategic analysis of the possibility of Russian use or non- 
use of atomic w eapons in war? 

“Secretary Wriison. I don’t believe I should comment on that 
subject at this time. The reason I suggested to the Secretary of the 
Army that General Ridgway’s letter be temporarily given a proper 
confidential status was just on this point. The last thing I would 
want to do at this time would be to make any statement in regard to 
the matter that out of context could be misunderstood and add to 
the complications or difficulties of the present Big Four conference 
that is going to start tomorrow in Geneva. Incidentally, I am some- 
what hopeful of some ultimate good coming from that conference, and 
the last thing in the world I would want to do would be say anything 
that in any way would detract from the opportunities of progress.”’ 

The classification of the Ridgway letter in the confidential category, 
according to the information released by Mr. Schooley and divulged 
by Secretary Wilson, was based upon the Secretary’s opinion that 
“the time was very poor to announce a position that anyone had 
with relation to the matter, correct or incorrect.”’ 

In his second statement he indicated fear that the letter might be 
“misunderstood.” 

Whether or not these are sound policy considerations for not pub- 
lishing or release the Ridgway letter is an issue that is not germane 
to the complaint that we now make. That complaint is that the 
Secretary of Defense utilized a classified designation for the purpose 
of secreting and withholding a document not appropriately given the 
confidential classification under Executive Order 10501. 

The definition of “confidential’’ contained in section 1, paragraph (c) 
is as follows: 

“‘(¢) Confidential: Except as may be expressly provided by statute, 
the use of the classification ‘confidential’ shall be authorized, by 
appropriate authority, only for defense information or material the 
unauthorized disclosure of which could be prejudicial to the defense 
interests of the Nation.” 

It is important to note that neither Mr. Schooley’s statement or 
Secretary Wilson’s statement contained any contention that the con- 
tents of the Ridgway letter were such that if disclosed it ‘‘could be 
prejudicial to the defense interests of the Nation.’”’ Neither of them 
seems to have entertained the thought that it could have been, or to 
have even affirmed that the classification resulted from a dete rmins- 
tion that the contents might be prejudicial. The sole grounds ad- 
vanced for using this classification were policy grounds not provided 
for in any of the paragraphs of Executive Order 10501. 

We are concerned not only with this particular incident, but we 
are also apprehensive that if the Secretary himself uses the classified 
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categories for the purpose of withholding policy matters, this practice 
may “be general in the Defense Establishment. 

I call your attention to the statement made at the White House 
when this order was promulgated, and I quote from it the following 
paragraph of the objects the President had in mind: 

“By more clearly defining the officiel information which is subject 
to classification, and by making the requirements of the defense 
interests of the United States the test as to whether, and how, informa- 
tion may be classified under the order, the danger of misuse of the 
order to hamper freedom of information, so vital to preservation of 
our form of government, is minimized.” 

You will note that the very purpose of the order was to make 
“defense interests of the United States” the test of classification. 

While the Ridgway letter has been released now, there has not yet 
been any acknowledgment anywhere that the powers granted in 
10501 were improperly used. Until this is acknowledged there is no 
assurance that it will not continue to be the policy of the Defense 
Establishment to similarly use the classification categories on matters 
that do not meet the test of ‘‘the defense interests of the United 
States.” 

We would like very much to have your views and we hope that we 
may have some assurance that the Defense Establishment, in the 
future, will limit the employment of classified designations to those 
materials clearly within the definitions of Executive Order 10501. 

Sincerely yours, 
J. R. Wiaerns, Chairman, 


{XHIBIT XI 


[Speech of Mr. Robert Cutler before the Associated Harvard Clubs, May 14, 1955, 
from the Harvard Alumni Bulletin of June 4, 1955] 


THe SEAMLESS Weressp—Some CoNSIDERATIONS AFFECTING THE 
PUBLICATION OF SECURITY INFORMATION IN TIME OF PROPAGANDA 
WAR 


tobert Cutler, 1916 


Security information may be defined as all kinds of sensitive 
security material meriting classification as confidential, secret, top 
secret, or eyes only. Some examples of such material are information 
concerning new weapons projects, thermonuclear test results and 
developments; deficiencies, shortfalls, and slippages in our national 
defense operations and productions, as well as successful developments 
therein; the content of our security policies and our diplomatic 
exchanges leading to and resulting therefrom; the confidential advice 
to the President by his advisers in sensitive areas; intelligence 
collected from all over the globe, as evaluated and integrated by our 
experts in this field—all the v ‘ast paraphernalia that goes into Execu- 
tive decisionmaking, and is imbedded in Executive decisions, in the 
field of national security. A more precise definition is not possible, any 
more than it is possible to define the bounds of a fluid square foot in 
a rapid river. At a recent press conference, the President offhand 
referred to this sensitive material as “‘secret war plans, war policies,{war 
purposes, and war equipment. This is the kind of material, that 
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foreign intelligence systems spend thousands of dollars to get—unless 
we give it to them for nothing.” 

I am not now concerned with unclassified information, however 
strategic its value to a hostile opponent. Nevertheless, I believe 
that Government does well when it seeks to advise citizens of the 
risks involved when they provide to a rapacious, insatiable opponent 
strategic information about any aspect of their homeland. Let me 
give two examples of such unclassified but strategic data; (1) geodetic 
survey maps of our harbors, which any American citizen may purchase 
from his Government; (2) air photographs of our industrial. American 
complexes, taken by enterprising American firms for domestic com- 
mercial use, but also taken at the exact proper height and slant best 
to guide incoming enemy planes to the target. 

In relation to this strategic but unclassified category of material, 
we have set up in the Department of Commerce an Office of Strategic 
Information. The purpose of this office is to advise and counsel with 
individuals who wish advice on how not to help an enemy to cut our 
throat. There has been a great todo over this sensible project in cer- 
tain parts of the press. Suffice it for the moment to say this: I do 
not think many Americans really wish, in the name of free speech, to 
provide to Russian spies and agents data which—though in the public 
realm—will tend to strengthen the hands which are stretching toward 
America’s throat. I think most Americans will welcome guidance on 
how to meet and defeat this added threat to our existence. 

Walter Bagehot said somewhere, ‘“To illustrate a principle, you must 
exaggerate much and must omit much.” I shall try neither to exag- 
gerate nor to omit as I now outline some considerations that should 
affect our judgment in deciding what sensitive security information to 
make public. 

The first consideration is the nature of the opponent. Long before 
I went to Washington, I had conceived the Soviet regime as a ruthless, 
unscrupulous, determined force, inexorably dedicated to achieving 
dominion for communism over the world. Everything that I have 
since learned at the apex of Government has reinforced and clarified 
and strengthened this view. He who thinks otherwise is whistling in 
the dark or lives in a fool’s paradise. The Kremlin means to destroy 
the free world. And today’s fresh enactment of the ancient confronta- 
tion of liberty by bloody tyranny is rendered in our age lastly most 
terrible by two factors: first, the bipolarization of power, so that there 
is none between us and them to take up the shock of collision; and 
second, by the possession at both poles of power of nuclear capabilities. 

Make no mistake about it. I do not refer to legal niceties or to 
semantic distinctions. I do refer to the raw fact of survival as a free 
people. I do not present this dreadful fact in fear or to alarm. I 
present it as a deep conviction from all that has gone into my mind 
and living for 24% years. 

There is plenty that is being and can be done to cope with this 
threat to our survival as a free people. But I suggest that one of the 
things that will least help the free world to come through free is lack 
of discrimination in making security information available to an 
implacable gang dedicated to ruling the world. 

The second consideration is the nature of the opponent’s warfare. 
Does the free world really understand the kind of game which the 
Communists play? Communism has been likened to the incoming 
tide, pushing inland through the creeks and inlets, receding where 
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repulsed by rocks and higher land, but ever seeking a soft spot, a 
fissure, an opening to the land beyond which it aims to drown at 
full tide. I know no_better simile. For, in my view, the Soviets do 
not intend to wage shooting war against the free world so long as the 
free world stays strong. ‘The subtler ways of subversion, overload, 
overextension, neutralization, threat, bluster, and cunning deception 
are cheaper for the C ommunists; and, if their ways take longer, they 
leave for conquest a far more desirable prize than a land ravaged by 
shooting war. Europe going full blast industrially is the prime 
target. Europe destroyed in ‘nuclear war would be a hollow shell. 

I say the Kremlin leaders do not intend or wish a world war now or 
in the forseeable future. But we must never overlook miscalculation. 
War may come through error. Hitler’s gross miscalculation of the 
‘bulldog breed”’ was a potent factor in bringing on World War II. I 
am as sure that general war will not in the near future spring from 
Russian intent as I am sure that it might grow out of mistake, or 
unbridled action and counteraction, of loose talk that war is inevitable. 
There’s nothing good or bad, but thinking makes it so. There’s 
nothing makes war so inevitable as often intimating its inevitability. 

May I interpose to differentiate the Chinese Communists from the 
Soviet leaders? ‘The sleeping giant of China has awakened into a 
braggart and a bully. Red China has much to gain and little to lose. 
In the running sap of her violent spring, she may choose to take in- 

valculable risks. We do not understand the Chinese mind. But we 
san certainly understand that the same amount of force that could 
lay waste industrial America would do little potential hurt to peasant 
China. 

To return to the nature of the Communist warfare which keeps 
today’s world on tenterhooks. It is a war of fear and worry, induced 
by untrutbs repeated over and over again. Every lying repetition of 
a lie thrice told is part of the pattern of this subtle struggle for the 
minds and wills of men. It is the quintessence of propaganda, as 
Hitler showed, to drum the lie home until it makes truth a liar. 

The third consideration is skillful diplomacy. The average Amer- 
ican distrusts diplomacy as something somehow degrading to red- 
blooded men. A diplomat perforce must wear striped pants, drink 
tea, and use an effete accent. 

Yet diplomacy, in the hands of a strong nation, may well be the 
sovereign weapon to avert general war. It is not at all partisan to 
say the recent completion of the western European accords and treaties 
is a transcendent triumph for our diplomacy. As I have said before, 
Western Europe is the golden prize; not Korea, nor Vietnam, nor even 
Japan can compare with the industrial might, the skilled capabilities, 
and the free heritage of Europe. And Western Europe has stayed 
on the free world’s side—without a shot, without a bomb. 

The events culminating in this diplomatic triumph have mightily 
stirred the Kremlin cauldron. Stalin dead, Beria dead, Malenkov 
sinking, the Soviet agricultural program askew, the satellites still 
yearning to be free, the burdensome drain of Red China’s warmaking 
demands. * * * I do not mean to overplay or draw false hopes; but 
I believe that something is rotten—and it is not in Denmark 

This is the time, then, to give rein to diplomacy. Iam one, perhaps 
because I have sat constantly at the foot of a great man who abhors 
war and thinks without ceasing how it may be honorably averted lest 
the whole globe sink in flames, who believes general war can be 
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averted, must be averted, and will be averted. But there are condi- 
tions for the American people, if they wish to win through at peace: 
(1) Be strong; (2) be calm, as only a strong man armed can be calm; 
(3) give diplomacy, bipartisanly supported, the fullest chance. And, 
as a corollary, don’t give away our strengths and our weaknesses to an 
nsatiable opponent. 

This third consideration, the skillful use of diplomacy, may point a 
different road than the first two considerations which I mentioned. 
For it may be that the skillful diplomat can profitably use sensitive 
security information in his dealings with an opponent. But the 
diplomat uses it as a rapier. He never uses it as a club or as a give- 
away. 

The fourth consideration is the infinite complication of today’s 
decisionmaking. Ninety-five percent of the policy recommendations 
made by the National Security Council to the President are based 
on carefully conceived, painstakingly staffed papers. These papers 
pass through the NSC Planning Board, the agency over which I 
presided as chairman, composed of representatives (of Assistant 
Secretary rank) of Council members. In this acid bath all points of 
view are represented, heard, explored, and fought out. Normally 
three or more long meetings are held on a single paper, which is con- 
stantly revised in the process. Often it will take four or more weeks 
before the planning board is convinced that it has fully covered the 
ground, sharply focused the issues, frankly phrased the differences of 
view; only tetas is the paper ready for consideration and discussion 
by the Council prior to recommendation to the President. 

Now in this long preparatory process, which seeks to establish the 
facts, to integrate the views of all who are cognizant, to present the 
issues for national decision—are we to let in the public while this 
preparatory work goes on? Are the propagandists of one view or 
another to be given opportunity to argue the pros and cons in the 
press? 

Certainly those who are engaged in active business would answer 
“No.” While the staff of a business executive is working up a 
problem to present to him, the working papers and the preliminary 
views which fluctuate and change in successive conferences are kept 
under lock and key. If this confidential procedure is sensible for 
decisionmaking in business, surely it is doubly so in matters of national 
security which affect the lives of our people and the survival of the 
Republic. 

It is my concept that all papers, all considerations, all studies, all 
intelligence leading to the formulation of national security policy 
recommendations to the President, are the property of the Chief 
Executive. They are his working papers, they have no other stand- 
ing to be recognized. Only he can dispose of them. 

In fact, any other concept would lead to chaos. If the sometimes 
conflicting views of the President’s principal advisers at the Council 
table and of their junior assistants in the Planning Board are pub- 
licized, America would soon have, not integrated policy, but disin- 
tegrated policy. 

The clear answer to such a nonsensical idea is, of course, that until 
the President has acted, until he has approved a policy recommenda- 
tion made to him by the National Security Council, nothing has 
happened. The Council, by statute, is advisory only. The President 
is quite free not to take its advice. A Chief Executive should have 
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the right not to take the advice of principal advisers, appointed by him, 
witbout the penalty of public disclosure. These matters are personal 
to the Chief Executive in the course of discharging his duty to all the 
people. The people may always call him to an accounting for his 
acts and omissions to act. 

I have somewhat labored this fourth consideration, because for the 
last 2% vears I have lived close to 11 hours a day amidst this arduous 
process of policy formulation. I am convinced that leaks to the press 
of matters in a discussion stage, of working papers, or oral Council 
deliberations, of bits and pieces of the vast paraphernalia that go 
into careful, reasoned, sensible policymaking, play into the enemy’s 
hands. Publicized differences of view among the President’s chief 
advisers afford a ruthless enemy the rarest of chances to make 
trouble—to drive a divisive wedge between friends, between counse- 
lors, between allies. In the face of the Soviet will and power and 
fixed determination, to give such a chance is to flirt with survival. 

The fifth consideration is the effect of public dissemination of 
sensitive security information, even after the Presidential decision has 
been taken. The world we live in today is a seamless web. There 
are no convenient compartments in which to take isolated action. A 
touch upon the fabric here or there and strands of its warp and woof 
everywhere are pulled out of place. America’s voice speaks in Echo 
Lake. The United States is undoubted leader of the free world. 
Every action or nonaction, every significant move, every pronounce- 
ment of American leadership has its impact on other nations and other 
peoples. 

Many and varied seismographs throughout the globe pick up the 
tremors occasioned by our domestic actions. Let us count up the 
audiences that are immediately sensitive to what we do and say at 
home. 

A. The American people: often, but not always, the primary 
audience to whom a disclosure is addressed. 

B. The peoples of the allied nations of the free world: our friends, 
those whose goodwill and strength we need as much as they need ours. 

The peoples in the uncommitted nations of this world. 

D. The subjugated people of the Soviet satellite nations, oppressed 
by the cruel yoke of their servitude and grasping for fragments of 
freedom on clandestine wireless. 

E. Communist regimes in Moscow and Peiping. In this case only, 
you will note, it is not the people but their masters who make up the 
audience. ‘Their people receive only such perversion of our voice as 
passes through their masters’ color filters. More often, they receive 
nothing at all. 

If the United States is to release sensitive security material we must 
weigh each fact and idea to be released in terms of relative effect upon 
their recipient audiences. What is the objective we seek to obtain 
in such release? Will the move forward to that objective to be ex- 
pected from telling a fact to audience A, be canceled out by the 
repercussive effect on ane mee B, or by the chance for propaganda 
distortion by the manipulators who make up audience EK? 

This concept that the hearing world is a seamless web is exemplifie od 
in the story of the Atomic Energy Commission’s release on “Fallout,” 
which was cleared on February 15,1955. Since mid-1953, some people 
high in our Government were favoring the formal release to the 
American people of more facts as to the effect of the atomic weapons. 
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This course was pressed by some scientists. The thesis was that the 
American people could take bad news; officially apprised of facts 
already speculated upon in the press, they would be more self-reliant, 
more understanding, more ready to bear the costs of defense. This 
thesis was today’s version of the World War II concept that the best 
soldier was the best informed soldier. Things progressed as far as 
the sketching out of an operation known as candor. 

But other and, I think, wiser counsels prevailed. We had fallen 
into the error of thinking rather exclusively of but one of the unseen 
audiences, the American people. It was safe enough to tell them of 
the then deficiencies in our continental early warning system and in 
our ability to defend against atomic air attack. Surely, the American 
people could take it. But we had failed to count fully the other costs: 
The resulting alarm to our allies and te the neutrals, the deepened 
despair of the subjugated peoples, the glee in Moscow—perhaps even 
an intensified risk of attack upon a homeland that was then deficient 
in defense. We turned from Operation Candor, at the best a back- 
against-the-wall type of exercise. Instead, the administration threw 
upon the world the strongest beam of hope and peace yet to penetrate 
the atomic murkiness—the President’s great “‘Atoms for Peace” speech 
in December 1953. Here was a truth that scored on every audience. 
Here was a perfect bull’s-eye. 

There is another seamlessness in our complex world: the fabric of 
our national defense. Perhaps the most potent argument against 
public disclosure of secret projects or of shortfalls (which inevitably 
always exist) in any one aspect of our national defense is that such 
disclosure builds up a Potomac propaganda war to rectify that defect 
or overfinance that project. But if you devote larger resources to one 
area of national defense, you are apt to imbalance the rest. 

After all, what is continental defense? It is fully true, I believe, 
that our great airbase at Ben Guerir in north Africa, our air squad- 
rons on Okinawa, our submarines deep in farthermost seas, are as 
much a part of the defense of the continental United States as a Nike 
battery on the outskirts of Washington or the mid-Canada early warn- 
ing line. You cannot strengthen one part of this fabric without affect- 
ing all the other parts. And despite what some would have you think, 
the question of doing or not doing does not turn so much upon money. 
Much more often the question is one of available resources in brains, 
in technology, in inventive skill, in the capacity to produce. 

It was a particular care with me while special assistant in Washing- 
ton to speed up certain programs for continental defense that seemed 
to lag. Today, this balance is being rectified. But the most whole- 
some byproduct of such rectification has been a widening conviction 
that our national security programs, military and nonmilitary—upon 
which we are spending 50 billions a year—are a seamless web. They 
intermingle, they integrate and fuse so as to defy and make perilous 
any attempt to separate and compartmentalize. Before any moves 
are made, an all-round, overall look must be taken. 

It is equally inevitable, and equally important for Americans to 
understand that any word we speak and any action we take falls 
upon the ears and affects the lives of many different peoples all over 
the world and in radically different ways. 

These, then, are at least five of the considerations which affect the 
decision-making of those who have responsibility to decide whether 
to make public sensitive security information. If you see this seam- 





246 AVAILABILITY OF INFORMATION 


less web of world affairs, then I shall be satisfied. There are no more 
Alexander Selkirks and no more Robinson Crusoes. Each one of us 
is a part of the whole, affecting it and being affected by it. 

In this world, where freedom as never before struggles rawly for 
survival, what is the role of free speech and free press in the United 
States with respect to publication of secret security matters? Is it 
enough today merely to assert these great principles in order to 
enjoy the right of their exercise in these secret and sensitive areas? 
Or should free speech and free press here validate their right to be 
heard? I suggest that, in these areas, they must make clear how 
they will contribute to our survival; they must prove to us that the 
widespread, public disclosure of our secret projects will make the free 
world stronger, and the neutrals better disposed; will rally the subject 
peoples, and will put the Communist regimes at disadvantage. 

The press which tries honestly to report the facts; the journalists 
who deal with large principles—they will find no handicap here and 
will lend a hand. But there will be others, I fear, who will run wailing 
to the Constitution: those who print upon rumors; those who receive 
‘leaks’ for an advantage or to further some intramural cause; those 
who would leave our national security to the grinding of the propa- 
ganda mills; those who neglect the diamond of fact for the plate-glass 
headline that can be written if a wedge is driven between friends and 
associates in the public service. 

The secrets that I have kept and keep are not held for secrecy’s 
sake or to deny to our people what they might know if it were only 
their ears that were tuned to hear. Today, every piece of sensitive 
security information before being made public must be weighed and 
appraised against an insatiable enemy. This scrutiny is required by 
the intrinsic value of the truths to be told. But even more, this 
scrutiny is required because our truth-telling will pull and twist the 
other strands that make up the seamless garment of our very existence. 


Exuisit XII 
[Story from New York Times of March 10, 1958] 


Ranpom Notes IN WASHINGTON: THERE’s No News LiKE Goop 
News—Hacerty Tres Hanp at KeEepine SATELLITE FAILURES 
Out or Wuite Hovussr’s Orsit—Nrixon Deuays PLANS For TRIPS 
ABROAD 

Special to the New York Times 


Wasurineton, March 9.—James C. Hagerty inadvertently tipped 
reporters last week to one of his secrets for assuring that good news is 
associated with the White House and the not-so-good with other 
agencies. 

While the country waited to learn if the Explorer II had orbited 
successfully, White House reporters consulted the press secretary on 
how the news would be handled. 

“Tf it is in orbit,” Mr. Hagerty explained, ‘‘we would have an an- 
nouncement.’”? When Explorer I was fired successfully, the President 
shared the spotlight by making the announcement from his vacation 
site at Augusta, Ga. 
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Suppose Explorer II did not orbit successfully, Mr. Hagerty was 
asked. Would the announcement still come from the White House? 
His one-word reply was, ‘‘No.”’ 

It did not. 







NIXON DELAYS SOVIET VISIT 
























After talking it over with Secretary of State John Foster Dulles, 
Vice President Richard M. Nixon has abandoned for the time being 
any thought of an official trip to the Soviet Union. 

The Vice President had also been thinking about a short trip to 
Western Europe during the Easter lull on Capitol Hill, but this too is 
now out. The probability is that he will make the European trip 
after Congress adjourns this summer. The chances of a Soviet tour 
then, what with the probability of a summit conference this year, 
remain a question mark. 

Both Mr. Nixon and Mr. Dulles, incidentally, may make 10-day 
tours of Latin America this spring to calm complaints that Washing- 
ton is again ignoring the southern part of the hemisphere. 


RESORT STUDIED FOR PARLEY 






One reason Washington is uncertain about having Nikita S. Khru- 
shchev and Premier Nikolai A. Bulganin visit here is the security angle, 
which could be extremely delicate. Hence, there is now some talk 
that if they come for a conference, the scene should be a relatively 
isolated resort area. 

LYING DOWN ON JOB 


The office of the Washington Psychoanalytic Society has no couch. 


FOLLOWUP TO MOSCOW 






The administration practice of having gumshoes shadow reporters 
to detect their sources for delicate news stories continues unabated 
here. 

It has become standard practice, when the administration is par- 
ticularly annoyed at seeing one of its secrets in print, to force under- 
lings to sign affidavits swearing they did not leak the story. 

In some cases telephones are tapped both within and without the 
Government and bureaucratic hawkshaws are assigned to report on 
reporters’ movements. One correspondent here, who has also covered 
Moscow, reports that he is getting the full treatment. 

Moscow taught him to spot a policeman in all his shapes but it was 
never as bad as covering Washington, he contends. The other day 
he insists, his wife was shadowed throughout her afternoon shopping 
including her tour of the neighborhood supermarket. 
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{Story from New York Times of March 11, 1958] 
Special to the New York Times 


“GumsHoE”’ Cuarce Amazes Hacerty—“I Just Don’t BELieve 
It,’ He Comments oN Report THat NewsMEN ARE SHADOWED 


Wasuineton, March 10—Nothing could be more futile than having 
a “gumshoe”’ follow a newspaperman to learn his news sources, James 
C. Hagerty, White House press secretary, said today. 

Mr. Hagerty’s comment was in response to a question on an article 
in the New York Times that “the administration practice of having 
gumshoes shadow reporters to detect their sources for delicate news 
stories continues unabated here.” 

“This is the first I have heard of anything like this,’ Mr. Hagerty 
said. ‘I just don’t believe it.” 

The press secretary conceded that when news stories involved a 
breach of security, ‘‘we try to make a check with our own people.” 
He continued: ‘But I have never known anything—having what they 
call gumshoes or hawkshaws following newspapermen or following 
their wives on a shopping trip; it just doesn’t make sense.” 

“T can think of nothing more futile,’ Mr. Hagerty said of the 
reported shadowing of newspapermen. 

The press secretary said he had personally checked with the Federal 
Bureau of Investigation and been advised that no tailing of newsmen 
had ever been authorized. 

Mr. Hagerty was asked whether he had made a similar check with 
Military or Naval Intelligence at the Pentagon or with the Central 
Intelligence Agency. The secretary replied that he had checked with 
one of the agencies, which had said the shadowing of newspapermen 
had not been authorized. There was no answer from the two others. 

At the Pentagon, particularly, some news reporters have gained the 
impression of being followed about the building to learn the sources 
of their news dispatches. There have been cases where reporters 
were requested by friendly officials not to visit their offices because 
they had been accused of leaking news prematurely. 


Exuisir XITI-A 
INFORMATION SERVICES PRoGcRaM, 1956-57 


This guidance covers only the first portion of the entire information 
services program. Periodically, additional advance guidance will be 
offered commanders and ISO’s. The monthly headquarters, USAF, 
publication, Program Bulletin, will supplement and coordinate this 
guidance to assure uniform program execution throughout the Air 
Force. The Program Bulletin will contain information services ob- 


jectives, detailed mediums approaches and methods, and will forecast 
national Air Force activities. 


OBJECTIVE 


The objective of the information services program is to win public 
confidence and support for the United States Air Force. This is to 
be done by emphatically demonstrating how the mature capabilities 
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of the United States Air Force and its personnel fill a national need 
for military security. The term “Air Force” includes the Active 
Establishment and the Reserve components. 

There is no doubt that the United States Air Force is the principal 
force of our national policy. The President of the United States has 
stated in his guidance to the Secretary of Defense: ‘Our first objective 
must, therefore, be to maintain the capability to deter an enemy from 
attack and to blunt that attack if it comes—by a combination of 
effective retaliatory power and a continental defense system of 
steadily increasing effectiveness. These two tasks logically demand 
priority in all planning. ” General Twining, in a recent speech at 
Oklahoma City, said: “I need not elaborate upon the main reason 
this Nation is not at war, or why our allies have not been attacked. 
It is not our traditional forms of military power that have held the 
Reds in check. The Soviets fear our power in the air, and airpower 
has been the main reason for our peace and safety so far. It is 
airpower that gives us and our allies the best chance for staying safe 
in the future.’”’ Today’s Air Force is the finest in the world, battle 
tested and cloaked in a tradition of victory. Our Air Force leaders, 
from Gen. Billy Mitchell to the present, have been visionary thinkers 
in all aspects of military conflict, not hidebound by tradition or 
selfish motives. Now it is our job to make certain that all Americans 
understand why the Air Force is the principal force, and what must 
be done to keep our Air Force the mightiest in the world. This is vital 
if the Nation is to survive. It is dependent on the capacity of the 
American citizen to understand the true military aspects of today, 
and, having understood, to act swiftly and with decision. 

As this Nation enters the challenging second decade of the atomic 
era, our Nation’s survival is no longer guaranteed by the span of 
oceans, the vigor of our economy, or the enterprise of our industry. 
The people must know that our monopoly on long-range nuclear 
airpower is ended. They must understand the decisive destructive 
capability of nuclear airpower and the significance of this power in the 
hands of other nations. 

3. We must face a public relations challenge that will long continue. 
These are days of frightening developments and, in some cases, public 
fear could overcome reason. 

4. Public understanding of the Air Force has reached a point of 
confusion. Air Force responsibilities, capabilities, and accomplish- 
ments are obscure in the struggle for the public mind. 

We must take the public past the point of uncertainty. We 
must convince them that investment in the Air Force will net a super- 
lative payoff in continued freedom and safety. Convincing the public 
will take a long-range public-relations blueprint and the best efforts 
and enthusiastic support of all. Commanders at all levels will review 
their individual programs and initiate aggressive action to support this 
ear eet 

The Chief of Staff and the Secretary of the Air Force have ap- 
loved a public-relations program full of vitality, encompassing all 
required fundamentals, directed to a few, but extremely pertinent, 
objectives. This program has a philosophy. It has no intention of 
merely passing out information. Flooding the publie with facts is 
very helpful. But facts, facts, and more facts are quite useless unless 
they implant logical conclusions. Facts must be convincing, demon- 
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strated, living salesmen of practical benefits. These are the only 
kind of facts that mold opinion and channel the vibrant tensions of 
public thinking, always deciding issues in the end, altering military 
policy as surely as defeat in w ar—they make public opinion the most 
powerful tool of all, more powerful, even, than war itself. 

7. The Air Force has developed specific campaigns to focus public 
attention on basic tenets and doctrines of the Air Force, to build and 
sustain public confidence in USAF airpower. 

8. For this program to be successful, however, it must have two 
things: First, the full and continuous support of all commanders. 
Information and public relations is a responsibility of command. 

9. Secondly, we must voice a consistent explanation of Air Force 
doctrine. We must not compete among ourselves and confuse the 

ublic by attempting to salads each area of Air Force activity. 
his is a long-range, USAF program. It will not in any of its facets 
take issue with the other services. 

10. To successfully implement this program, the following facts 
must be clearly understood and forcefully brought home to the 
American citizen as well as to our own Air Force personnel. 

(a) For the first time in history, aggressor air forces exist capable 
of wreaking devastation and destruction on the heartland of our 
Nation. The horror this evokes has brought a new public awareness 
of the terrible possibilities of total war. 

(b) Fear of superior power is the only block to the ambitions of 
present potential aggressor nations. This power must be active, 
ready to strike anywhere with the most advantageous type of wea ons, 

(c) The United States Air Force airpower is the military threat 
restraining the enemy. It gives the United States the initiative in 
developing a climate of freedom in areas that might otherwise be 
enslaved morally, politically, or economically. 

(1) USAF airpower is the dominant, decisive force. Control 
of the air determines success or failure in all forms of conflict, 
USAF airpower has spectacular mobility. This mobility, 
coupled with a completely versatile arsenal of destructive weap- 
ons, outmodes the most modern surface forces. 

(2) The domination of USAF airpower can be applied anywhere, 
anytime, in any strength. It can effect a decision in small wars 
independently, or in combination with surface forces. It is the 
only existing United States military force capable of applying 
total nuclear warfare. 

(3) The superiority of USAF airpower to inflict global, mas- 
sive, staggering blows on the enemy is overwhelming. This 
superiority has been and will continue to be the prineipal deter- 
rent to enemy military aggression. 

(4) Although manned aircraft, primary means and deterrent 
to waging global nuclear war, will not be entirely replaced by 
missiles in the foreseeable future. Missiles are an air weapon 
and, by their very nature, fall into the Air Force arsenal. Tac- 
tics in global missile warfare are identical to present employ- 
ment of USAF airpower. The USAF history of achievement, 
its encouragement of fresh new concepts, plus its unequaled ex- 
perience in airpower, offers limitless opportunity for missiles or 
any other new air development. We should use initiative, inge- 
nuity, and resourcefulness in associating the Air Force with 
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missiles at every opportunity. (A fact sheet will be forthcoming 
on the Air Force missile program in the near future. Your 
suggestions on this subject are eagerly beseeched.) 

(d) America’s reliance on the USAF as its shield for preservation of 
peace and freedom should be translated into more effective public 
understanding. 

(1) The USAF is and must continue to be the mightiest in 
the world. Its needs must always be adequately supplied. Pub- 
lic support must insure more and better air weapons, accelerated 
research and development, career fields equaling civilian enter- 
prise, etc.—in short, budget allocations compatible with the 
requirements of the nuclear air age. 

11. The program is divided into two major parts. The first, a true 
and inspired publicity effort of several months duration focusing the 
American public’s attention on past accomplishment and present 
capability of the USAF. Its theme is factually based on a decade of 
security through global airpower. USAF’s global nuclear airpower 
has provided a deterrent to aggressor nations for the past 10 years. 
The second part is an extended worldwide campaign lasting through 
mid-1958. Since public attention is now focused this campaign has 
more far-reaching undertakings. These, as well as its theme, are 
designed to get at the roots of USAF public relations problems through- 
out the world. This second campaign is based on (1) confirming that 
the USAF is the acknowledged bulwark of freedom today, and (2) 
establishing USAF airpower as the backbone of that freedom. Most 
of the operations of this campaign weld public opinion into active 
support of Air Force interests. 

12. The concept of the initial campaign to begin March 21, 1956, 
is relatively simple: Focus public attention on the USAF by obtain- 
ing maximum media space and time. Use this to elaborate or supple- 
ment the campaign theme, “A decade of security through global 
airpower.”’ 

13. Ordinarily this type of public relations concept is not affected 
by timing. However, 1956 is an election year. Politics is a tough 
and unreasonable competitor for all media and audiences. For this 
reason, in the fall of 1956, USAF will be forced to relinquish most of 
the national stage to political exposition. During this period, USAF 
emphasis and concentration will shift to community relations and 
internal activities; opportunities in national media will continue to 
be exploited but probably at a considerably slower pace. 

14. Fall will also see, interwoven with the ‘“‘decade” theme, the 
beginning preparations for the second campaign. This preparation 
is the shaping of active and articulate support in civic groups and 
Air Force affiliates—groups who may collectively voice and advance 
the real meaning of and need for Air Force manpower. The first 


major peak of the second campaign, ‘‘USAF Airpower—Backbone of 


” 


Freedom,” occurs January, February, March, and April, 1957. 
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Exuisit XIII-B 


Hovusk oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., April 2, 1958. 


Hon. James H. Dova.as, 
Secretary of the Air Force, Department of the Air Force, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: The staff of the House Government Infor- 
mation Subcommittee recently requested through Legislative Liaison, 
copies of an Air Force guidance entitled ‘Information Services, 
1956-57,” along with copies of a memorandum for ISO, dated Feb- 
ruary 29, 1956 and signed by Brig. Gen. Robert L. Scott, Jr., Director 
of Information Services, and an attachment entitled ““A Decade of 
Security Through Global Airpower.” 

Maj. Edgar L. Secrest replied that all copies of the requested docu- 
ments had been destroyed at the direction of then Assistant Secretary 
of Defense Robert Tripp Ross. 

When, and by what method, were the documents destroyed? Why 
were they destroyed? If instructions to do so were issued by the 
Assistant Secretary of Defense, what were those instructions? If the 
instructions were written, please supply copies. Also, if the Air Force 
issued written instructions, please provide copies. 

The subcommittee will appreciate your cooperation in explaining 
this action. 

Sincerely, 
Joun E. Moss, Chairman. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, April 17, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
Committee on Government Operations, House of Represe a 


Dear Mr. Cuatrman: I refer to your letter of April 2, 1958, 
which you requested information concerning the Air Force njormedial 
services program, 1956-57, and a memorandum for Information 
Services Office, dated February 29, 1957, with the inclosure, Decade 
of Security Through Global Air Power. 

The information services program, 1956-57, was transmitted by the 
Director of Information Services, Headquarters, United States Air 
Force, to all major commands in February 1956. In September 1956, 
certain amendments to this program were dispatched to the major 
commands. Copies of these amendments, together with the letter of 
transmittal, are submitted herewith. 

It appears that there was some misunderstanding by Major Secrest 
when he stated to a staff member of the subcommittee that the above- 
mentioned document, dated February 29, 1957, was destroyed at the 
direction of Mr. Robert Tripp Ross. The first 14 paragraphs of this 
document were amended by mutual agreement following discussions 
between the Directorate of Information Services and the Office of the 
Secretary of Defense. Since some of the language used was regarded 
as overenthusiastic, the destruction of the original 14 paragraphs of 
that document was accomplished as a normal procedure to dispose of 
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obsolete material, as is the custom when a document is amended. A 
copy of the revised document is also submitted herewith. 

As a matter of information, the current United States Air Force 
information program is outlined in Air Force Manual 190-4, copies of 
which have been previously furnished your subcommittee. 

Sincerely yours, 
Jorn W. KELLy, 
Major General, United States Air Force, 
Director, Legislative Liaison. 


Exuisit XIII-C 


DEPARTMENT OF THE AIR FORCE, 
HEADQUARTERS UNITED States Arr Force, 
Washington, D. C., September 10, 1956. 



















SAFIS. 
Subject: Information services program 1956-57. 
To: All major commands. 

The inclosed amendatory introduction is to replace and supersede 
paragraphs 1 through 14 of the information services program 1956-57. 
Request you make the necessary changes to this program. 

By order of the Chief of Staff: 

ANDREW J. KINNEY, 
Brigadier General, United States Air Force, 
Director of Information Services; 


USAF InrorMaTIon Services ProGRAM 







1. The maintenance of public confidence in, and support of the 
National Military Eastablishment is basic to averting catastrophic 
war. It becomes, therefore, a fundamental objective of the Air 
Force, as a member of the national security team, to seek by all 
proper means to merit public esteem. The Air Force program of 
public information can contribute much to this objective, if it exhibits 
those qualities of moderation, responsibility, and good judgment 
that are the hallmarks of maturity. In expressing truths about the 
Air Force through our information services, we must not allow our 
natural and justifiable enthusiasm for the Air Force to obscure the 
steady fact that it is the national interest, above all else, which must 
be served. This consideration constantly will counsel us toward a 
prudent concern for the welfare of the entire national security organi- 
zation and effort. Moreover, to be effective our public information 
program must rest on a reputation for good judgment and mature 
attitudes. Such a reputation will be most enhanced by an Air Force 
public information program that brings the American people unhesitat- 
ingly to accept information received from the Air Force as accurate 
and truthful, all the information that security considerations permit to 
be furnished, and nothing else. That kind of reputation is invaluable 
to any organization: It is essential to the American Military Estab- 
lishment, on which the security of the free world so directly depends. 

2. The American people are supporting the Air Force with their 
influence, their good will, their manpower, and a very great amount 
of their money. Within security bounds, they should be informed 
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what these heavy personal investments produce, in terms of air- 
power. 

First, they have a Strategic Air Command capable of delivering on 
an aggressor the most devastating retaliatory attack potential in 
existence. 

Second, they have an air defense of the United States capable of 
inflicting such losses on attacking bombers that even by surprise 
attack they cannot hope to destroy our retaliatory forces before they 
are launched. 

Third, they have a tactical Air Force capable of striking blows 
against enemy forces in the field which exceed by far the total tactical 
air effort of World War II. 

Fourth, they have a logistical air fleet capable of providing airlift 
necessary to support combat operations and the troop carrier airlift 
for swift deployment in combined operations. 

Fifth, they have research and development activities sufficient to 
insure, so far as human judgment can insure anything, our qualitative 
position in the years ahead. 

Sixth, they have reserve forces ready to carry out their essential 
roles in time of war or national emergency. 

3. The following important message from the Chief of Staff 
quoted for your information: 

“Public speeches are a very valuable part of Air Force public 
relations ma Air Force officers are encouraged to accept invitations 
to speak. 

“However, it should be remembered that it is easily possible to be 
within the bounds of security and yet prejudice the Nation’s defense 
interests because either a specific remark or the general context of 
the speech is untimely or could be interpreted to be inconsistent with 
current policy of the Air Force, Department of Defense, or the State 
Department. 

“Our global Air Force is a powerful instrument of national policy. 
Its effectiveness and influence must not be weakened by involvement 
in public controversy. 

“Some service enthusiasts mistakenly believe that to ‘sell’ their 
own service they must deny the importance and capabilities of other 
elements of the national security program. This belief is squarely in 
opposition to the facts. Most particularly it collides with the record 
of events—with the history of public support of the Military Estab- 
lishment in our democracy. Public reaction to disparagement of one 
United States military service by another has consistently been to 
the discredit of both. The record shows clearly that, when public 
support of national security programs in general declines, public 
support of each element of our national security establishment 
likewise declines. 

“Furthermore, the deterrent effect of our defenses is diluted when 
real or imagined soft spots are called to the attention of a potential 
enemy. All the elements of our defense position are interrelated and 
interdependent. Disparaging one element could weaken the overall 
deterrent effect. 

“The Air Force is a very important member of the defense team. 
While it is proper to bring this out, we should at the same time 
strengthen the team as a whole by acknowledging the competence of 
the other members. Regardless of the origin of controversy, we must 
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direct our efforts to building strength against the possible enemies of 
the United States rather than waste our time in inconclusive, intra- 
mural contests. 

“Tf there is any question of policy or propriety, the Office of Infor- 
mation Services, Office of the Secretary of the Air Force, is available 
for guidance. 

“If you are to appear before a congressional committee, the Director 
of Legislative Liaison is always available to lend assistance. Inas- 
much as unsolicited information needlessly consumes the valuable 
time of busy committees, the Director of Legislative Liaison will out- 
line the areas of committee interest so that you may eliminate unnec- 
essary material from your prepared statement. Remember that both 
the Air Force and the committee expect a witness to speak the truth 
and to be completely factual. Your prepared statements and your 
answers to committee questions should either be consistent with cur- 
rent Air Force policy, or if you give a different personal opinion, you 
should identify it as such. 

“The Air Force objective in dealing with the public is to help build 
confidence not eure in the Air Force but in the entire national 
security program. Let us go about this task with pride in the positive 
achievements of the Air Force. Negative material will bring only 
negative results.” 






















Exurisitr XIII-D 


[Letterhead of the Assistant Secretary of Defense, Manpower, Personnel, and 


Reserve] 
JANUARY 31, 1958. 


Memorandum for the Assistant Secretary of the Army (Manpower, 
Personnel, and Reserve Forces). 


One of the reasons that I called you yesterday about the information 
program is because it has been apparent to me for some time that it 
it in the Army that we need the greatest help. Members of Congress 
have received a great deal of correspondence from people in the 
Armed Forces about the Cordiner pay proposal. Most of it is in 
opposition to the proposal and it comes very largely from Army 
people. 

It has been apparent to me that there is uncertainty amongst 
Army people as to whether to be for or against this proposal. I 
think it is because Mr. Bourjaily has been opposed to the Cordiner 
proposals from the time the Cordiner Committee itself started. 

Nowhere do we need the dissemination of information as much 
as in the Army. It is my hope that when the Army becomes more 
unanimous behind this project it will stop a lot of antiletters which 
Congress is now receiving. The only real source of information about 
the bill that people in the Army have been able to get up to now is 
that written by Mr. Bourjaily. 

I find the attached article particularly offensive. This is not the 
job of areporter. This is rather the writing of a zealot who poses as 
the greatest expert in the field and is determined to have his own way. 

I think the Army should get something done about this. 


H. R. Mappvux, 
Major General, United States Air Force, 
Director of Manpower Requirements. 
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HovsE or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., February 27, 1958. 
Hon. Nem H. McE troy, 


Secretary of Defense, Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: It has been called to the attention of the 
House Government Information Subcommittee that Maj. Gen. H. R. 
Maddux, Director of Manpower Requirements in the Office of the 
Assistant Secretary of Defense, on January 31, 1958, addressed a 
memorandum about Army information policy to Mr. Hugh M. Milton, 
II, Assistant Secretary of the Army (manpower and Reserve forces). 

According to information received by the subcommittee, General 
Maddux stated: 

“One of the reasons that I called you yesterday about the informa- 
tion program is because it has been apparent to me for some time that 
it is in the Army that we need the greatest help. Members of Con- 
gress have received a great deal of correspondence from people in the 
Armed Forces about the Cordiner pay proposal. Most of it is in 
opposition to the proposal and it comes very largely from Army people. 

General Maddux continued: 

“‘Nowhere do we need the dissemination of information as much as 
inthe Army. It is my hope that when the Army becomes more unani- 
mous behind this project it will stop a lot of antiletters which Congress 
is now receiving. The only real source of information about the bill 
that people in the Army have been able to get up to now is that written 
by Mr. Bourjaily.”’ 

General Maddux, apparently referring to an article by Mr. Monte 
Bourjaily, Jr., of the Army Times, said further: 

“T find the enclosed article particularly offensive. This is not the job 
of areporter. This is rather the writing of a zealot who poses as the 
greatest expert in the field and is determined to have his own way.” 

As you know, the House Government Information Subcommittee 
has been concerned about the manipulation of public information in 
an effort to “‘manage the news.’”’ General Maddux’s memorandum 
appears to be an appalling effort to do just that. 

To make factual public information freely available is one thing. 
To use the Army’s information services to propagandize a legislative 
proposal and smother the free exchange of opinion is something 
else again. 

The subcommittee will appreciate your immediate attention to this 
matter with a full report on General Maddux’s efforts and how they 
fit in with the information policies of the Department of Defense 
and the Department of the Army. 

Sincerely, 
JoHN E. Moss, 
Chairman, Special Government Information Subcommittee. 
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ASSISTANT SECRETARY OF DEFENSE, 
MANPOWER, PERSONNEL AND RESERVE, 


Washington, D. C., March 18, 1958. 
Hon. Joun E. Moss, 


House of Representatives. 


Dear Mr. Moss: This is in response to your letter of February 27 
to the Secretary of Defense, concerning recent comments on Mr. 
Monte Bourjaily, Jr., by Maj. Gen. Harold R. Maddux, Director, 
Office of Manpower Requirements. 

I have carefully studied the memorandum in which General Mad- 
dux complained of Mr. Bourjaily’s writings. As a result, I can un- 
derstand both your own concern and that of Mr. Bourjaily. At the 
same time, however, I believe that this matter is much more one of 
hasty language and mistaken zeal on the part of the officer in question, 
rather than an evidence of Defense Department intent to infringe 
upon free and unfettered journalistic expression and opinion. 

I wish to state, most emphatically, that General Maddux’s memo- 
randum to the Assistant Secretary of the Army (MP&RF) did not 
constitute an official expression of this office, did not constitute a 
Defense Department estimate of Mr. Bourjaily’s professional ethics 

or ability, a most definitely did not constitute a recommendation 
of this office as to procedure to follow in placing the Defense view- 
point before the public. 

I do not believe, however, that General Maddux proceeded from 
any kind of malicious intent. On the contrary, I believe that he 
intended nothing more than to stimulate the Army into a greater 
information effort with respect to the Cordiner legislation. I under- 
stand that his principal concern was getting all aspects of this legis- 
lation betore the widest possible readership in the Army and that he 
had no thought of “slanting” the news or otherwise altering the facts. 

I believe that General Maddux is a highly conscientious officer 
who sometimes permits himself to be swayed by the intensity of his 
convictions. However, as I have indicated, I am certain he did not 
intend to suggest an improper course of action to the Army Informa- 
tion Services or to any other Department of Defense news mediums. 
I consider that he was ill advised to phrase his comments on Mr. 
Bourjaily as he did and to proceed without prior consultation with 
his superiors. I do not anticipate any further such expression in the 
future. 

Mr. Bourjaily was kind enough to stop by my office at my request 
and we have had a pleasant visit. I expressed to him the apologies 
of the Defense Department for any inconvenience occasioned him by 
the matter in question, and assured him of our desire to cooperate 
fully and completely with him at all times. I believe he recognized 
that the official position of this agency continues to be one of seeking 
good relations with the press and of willingness to clear up any mis- 
understanding brought to the attention of responsible authority. 

Mr. Bourjaily, in turn, told me that the services of his newspaper 
were available at any time to present the Defense Department’s 
position should we ever consider that his coverage was inadequate, 
or his information inaccurate. I consider this the role of a responsible 
journalist who is interested in getting the facts to the public. 
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Trusting that this explanation will meet with your approval and 
that you will call upon me in the event vou require further informa- 
tion, I am 

Sincerely yours, 


(Signed) W. H. Francis, Jr. 


Exarsit XIV—A 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., November 26, 1957. 
Hon. Neri. H. McEnroy, 


Secretary of Defense, Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: Testifying before the House Government 
Information Subcommittee on November 18, 1957, Mr. Trevor 
Gardner, former chief of Air Force research and development, was 
questioned about a speech he had given at Dayton, Ohio, on March 
15, 1955. 

Mr. Gardner indicated that he had received permission to give this 
speech from Harold Talbott, then Secretary of the Air Force; that 
the initial version of the speech had been cleared, with deletions, by 
the Department of Defense’s Office of Security Review; that addi- 
tional changes made by Mr. Gardner en route to Dayton had been 
teletyped to the Office of Security Review in Washington upon 
arrival; and that OSR approval of the changes was teletyped to 
Dayton before Mr. Gardner gave the speech. 

Nevertheless, Mr. Gardner testified, his superiors in the Depart- 
ment of Defense later informed him that President Eisenhower 
personally considered the speech in question a violation of security. 

“Since I considered this a very serious charge, in spite of the 
informal way in which it came to me,’ Mr. Gardner testified, “I 
reexamined my own records, and recalled that I had delayed making 
the speech in Dayton until we had each addition approved by the 
Office of the Secretary of Defense, and also that even though it was 
extremely dull for the audience, I read every word that was in the 
speech and added no additional words so that I was satisfied that we 
had complied with every rule of security that then existed”’ (hearing 
transcript, November 18, 1957, pp. 94 and 95). 

Testifying before the Government Information Subcommittee the 
following day (November 19, 1957), Assistant Secretary of Defense 
Murray Snyder stated that he had ‘‘checked’’ on the specific speech 
by Mr. Gardner referred to above: ‘This particular speech was cleared 
in its original form,’’ Mr. Snyder testified. “He (Mr. Gardner) made 
a number of changes on the train en route to Dayton. He teletyped 
these changes to the Office of Security Review. Then he got on the 
platform to speak. He had not received final clearance of the speech, 
and the principal news of his speech was his revelation of his naming 
for the first time the Falcon air-to-air missile. This had been a 
security matter (hearing transcript, November 19, 1957, p. 256). 
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“The Falcon material,’’ Mr. Snyder added, ‘“‘was not in his original 
text which had been cleared. It was classified material. He chose to 
make it public” (hearing transcript, November 19, 1957, p. 257). 

Mr. Snyder was not asked to comment on this matter; he volun- 
teered the statements quoted above. And by so doing, he directly 
contradicted the testimony of an earlier witness before the subcom- 
mittee. 

I, therefore, request that properly cleared members of the subecom- 
mittee staff have access to the full and complete Department of De- 
fense file on security review of the Trevor Gardner speech made at 
Dayton, Ohio, on March 15, 1957. In fairness to the parties in- 
volved, I trust this can be arranged in the next few days. 

Sincerely, 





















JoHN E. Moss, Chairman, 


Exuisitr XIV—B 


To Whom It May Concern: 


In regard to the missile speech given on March 15, 1955, at USAS 
Institute of Technology at Dayton, Ohio: 

The entire text of the speech was cleared by Security Review, 
OSD, prior to my departure from Washington, D. C., on the morning 
of March 15, 1955. The speech was edited en route and prior to its 
being delivered, teletype clearance was obtained from OSD on all 
changes. OSD not only approved the speech in detail but released 
various motion pictures and official press statements concerning the 
Falcon missile which was one of the major topics of the speech. 


(Signed) Trevor GARDNER. 






Dated: December 9, 1957. 


AFFIDAVIT 
























This is to certify that to the best of my knowledge and belief the 
events transcribed below relating to the measures taken for security 
clearance for the speech delivered by then Assistant Secretary of the 
Air Force for Research and Development, Trevor Gardner, to the 
Air Force Institute of Technology at Dayton, Ohio, on March 15, 1955, 
are true and correct: 

An original text of Mr. Gardner’s speech was completed some time 
during the morning of March 14, 1955. This speech was hand car- 
ried by me personally to the Air Force Office of Security Review for 
Air Force eunieiiaat and for forwarding by that office to the Office 
of the Secretary of Defense for security clearance from that agency. 
This original document was cleared and returned to me during the 
afternoon of March 14, 1955, with the appropriate security release 
stamps from both the Office of Security Review, Department of 
Defense and the Office of Security Review, United States Air Force. 
As I recall it there were some minor deletions made to the original 
text. However, the original text as approved by the Office of the 
Secretary of Defense and the Air Force did contain substantially the 
same information and statements concerning the Falcon missile as 
was finally delivered by Mr. Gardner in his actual speech at Dayton. 
In this connection there is attached a copy of an official Defense 
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Department release dated March 14, 1955, which states, “Hold for 
release until 1100 hours, March 15, 1955.’’ This release contained 
substantially the same information about the Falcon missile as re- 
leased by Mr. Gardner in his speech in Dayton and was, to the best 
of my knowledge, prepared by the Defense Department to coincide 
with Mr. Gardner’s speech on March 15, 1955. At the same time 
the March 14, 1955, Defense Department release was made, the 
Defense Department released a motion picture of the Falcon missile 
being demonstrated against drone aircraft targets. This movie was 
also held for release until after Mr. Gardner’s speech but was released 
on or about March 14, 1955. The movie was shown on several 
nationwide television news programs on March 15, 1955, and I am 
sure that copies can be obtained from the Defense Department on 
request. 

Subsequent to obtaining official Defense Department approval of 
Mr. Gardner’s original speech, he decided that it would be necessary 
to effect some minor changes in organization of the speech and to 
clarify some of the verbiage. I do not recall that he made any signifi- 
cant changes concerning the identification of missile programs, 
specific operational characteristics and performance data for any of the 
missiles mentioned in the speech or other information concerning 
operational employment, availability dates, or other information 
which could have been considered to be of a classified nature. In any 
event, as soon as Mr. Gardner announced his desire to effect some 
changes, I made arrangements with the Air Force Office of Security 
Review to establish an open teletype circuit between the Pentagon 
message center and the message center of Headquarters, Air Material 
Command, at Wright-Patterson Air Force Base, Dayton, Ohio. I 
made arrangements for this circuit to be operational upon Mr. Gard- 
ner’s arrival at Wright-Patterson Air Force Base on the morning of 
March 15, 1955. The purpose of this arrangement was to establish a 
means whereby the complete text of the revised speech could be 
transmitted to the Pentagon for approval prior to its delivery at 
10 a. m., central standard time, at Dayton, Ohio. Mr. Gardner and I 
worked part of the evening of March 14, 1955, effecting the necessary 
revisions and then we took off for Dayton in an Air Force aircraft at 
approximately 0700 hours (eastern standard time) on the morning of 
March 15, 1955. During the approximately 24-hour flight he con- 
tinued to make his revisions and completed his final text prior to 
arrival at Dayton at approximately 0830 a. m., central standard time. 
We were met at the airplane by Maj. Gen. Ralph Swofford, who was 
then commandant of the Air Force Institute of Technology, and 
members of his staff. I proceeded directly to the message center, 
Headquarters, Air Material Command, with the new text and it was 
immediately transmitted in total to the Air Force Security Review 
personnel in the Pentagon who were standing by to receive it. This 
consumed approximately 35 minutes. Approximately 15 or 20 
minutes later, we received word from the Pentagon on the teletype 
circuit that the new speech was approved and at 10 a. m., central 
standard time, Mr. Gardner began his delivery. 

As his military executive officer, I feel that every possible action 
was taken to make sure that the text he finally delivered was cleared 
for security content in the most complete and expeditious way possible. 
In no way did Mr. Gardner intend to, nor in fact did he, release 
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information which had not been properly cleared by the responsible 
authorities. I believe this fact is confirmed by a subsequent action 
taken by the Defense Department which officially released the final 
text on March 15, 1955, without reservation. A copy of this Defense 
Department release is also attached for the committee’s information. 
(Signed) R. A. Batitwea, Jr., 
Colonel, United States Air Force Reserve. 
Dated: December 9, 1957. 





Exuisir XIV-C 


GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington, D. C., January 24, 1958. 
Hon. Jonn E. Moss, 


Chairman, Subcommittee on Government Information of the 
Committee on Government Operations, House of Representatives. 

Dear Mr. Cuarrman: This is in reply to your letter dated Novem- 
ber 26, 1957, concerning the testimony of Mr. Trevor Gardner and 
Assistant Secretary Murray Snyder during hearings of your subcom- 
mittee, November 18 and 19, on the question of whether or not 
Mr. Gardner had received clearance from the Office of the Secretary 
of Defense prior to delivery of the speech made by him as then 
Assistant Secretary of the Air Force at Dayton, Ohio, on March 15, 
1955. 

Mr. Gardner testified, in substance, on November 18: That after 
making the speech he had been criticized by his superiors for having 
violated security; and that he had, accordingly, reexamined his records 
and recalled having delayed making the speech until each addition had 
been approved by the Office of the Secretary of Defense. Assistant 
Secretary Snyder (who had not been with the Department at the time 
the speech was made) on the following day stated, in substance: That 
he had checked on this at the Pentagon and had found that changes 
in the speech had been teletyped to the Office of Security Review; that 
Mr. Gardner had not received final clearance of the speech before he 
delivered it; that the principal news of the speech was revelation 
for the first time of details on the Falcon air-to-air missile, which 
had been a security matter; that, accordingly, Mr. Snyder believed 
Mr. Gardner probably did not recall accurately the manner in which 
the clearance of the speech was handled; and that the security stamp 
was put on copies of the material after the fact in the light of the 
previous public dissemination. 

In view of your further,inquiry,fmy Office has reviewed the matter 
including examining the file of the Office of Security Review; obtain- 
ing all available information from the Department of the Air Force; 
and contacting an Air Force officer, now stationed overseas, who was 
the action officer in the Office of the Secretary of Defense, Office of 
Security Review, who handled the matter. 

This review has failed to produce any support for Mr. Gardner’s 
recollection that he had received clearance from the Office of the 
Secretary of Defense prior to delivery of the speech, and, in fact, 
confirms Mr. Snyder’s interpretation of the record. 

For example, the Security Review file shows that the entire lengthy 
revised speech—not just changes—was teletyped from Dayton; and 
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that the Office of Secretary of Defense action officer (now stationed 
overseas) had noted in writing “speech received at 1100 after Mr. 
Gardner had given speech.”’ This action officer was contacted over- 
seas through my Office and confirmed having made the notation, 
stating that he had been called to view the speech coming in on 
teletype and made the notation after his visit to the teletype room 
about 11 a. m. on the 15th in the light of the scheduled time for 
delivery of the speech being 10 a. m., eastern standard time. 

Information furnished by the Air Force shows that Mr. Gardner 
traveled to Wright-Patterson Air Force Base by air, arriving at 
approximately (900 hours eastern standard time (Dayton time 
being the same as that of Washington, D. C.) on the day of the 
speech and that Mr. Gardner delivered his address to the graduating 
students at approximately 1015-1045 hours. 

Air Force contacted another officer, now stationed overseas, to 
whom Mr. Gardner’s entire teletyped revised speech had been ad- 
dressed at the Pentagon as a representative of the Air Force Informa- 
tion Office, and that officer stated that the speech started arriving 
via teleprinter at approximately 0930 on the day of the speech; 
that the complete text was received by 1100; and that paragraphs 
were still arriving after the time for scheduled delivery of the speech. 
Although this officer further indicated that he thought he might 
have communicated by teleprinter the substance of any comments 
which might have been made by himself or the representative of the 
Office of Security Review between 0930 and 1100, in the teletype 
room, the Air Force has been unable to find any record either in 
Washington or in Dayton, of transmission of any such messaye. 

If you will bave Mr. Archibald contact this Office I will be glad to 
arrange for him, or some other authorized representative, to examine 
the Office of Security Review file in this matter and the other informa- 
tion obtained, to which I have referred. 

Sincerely, 
(Signed) Rosertr Decuert. 


Exuipit XIV-D 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., January 27, 1958. 
Mr. Trevor GARDNER, 
Hycon Manufacturing Co., 
New York, N. Y. 

Dear Mr. Garpner: The enclosed letter has just been received 
from the Department of Defense. 

Before we follow up the matter referred to in the last paragraph of 
that letter, I thought you might like to make some comments of your 
own, especially as they may guide the subcommittee staff in its study 
of the Office of Security Review files. 

Four specific questions also suggest themselves: 

First, were you told what specific information on the Falcon was 
considered a security violation? (This is important, since some of the 
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Falcon details were approved by OSR in the original version of your 
speech.) 

Second, were the changes in your speech teletyped to Washington 
before the entire revised text, or just as they came up in transmitting 
the full speech? 

Third, was clearance of the revised speech received by the tele- 
printer in Dayton? If so, did this clearance come after the entire 
revised speech had been transmitted to Washington, or was transmis- 
sion from Dayton interrupted by clearance from Washington on a 
section-by-section or paragraph-by-paragraph basis? 

Fourth, what was the nature of the security clearance notifications 
you testified you carried about in your pocket? Were these off the 
teleprinter in Dayton? 

I will ask the subcommittee staff to hold up its check of the OSR 
files until I hear from you. 

Sincerely, 
Joun E. Moss, Chairman. 


Exuisit XIV—-E 


Hycon Manuracturina Co., 
Washington, D. C., February 10, 1958. 
Hon. Joun E. Moss, 
House of Representatives, 
House Office Building, Washington, D. C. 

Drar ConGrEssMAN Moss: Since writing my interim reply of 
January 29, I have had an opportunity to discuss with Colonel Ballweg 
the questions you raised in your letter of January 27. With his 
assistance I am now prepared to respond to the questions asked in 
your original letter. 

In reply to your first question, I was not told what specific informa- 
tion on the Falcon was considered a security violation. As I believe 
you are aware, the original version of my speech contained quite a 
lot about the Falcon missile as did the release made by the Defense 
Department March 14, which included release of operational films 
showing the Falcon in action. 

The answer to your second question is contained in the affidavit 
submitted to your committee by Colonel Ballweg on December 11, 
1957. This affidavit states that the entire revised speech was trans- 
mitted on the teletype to Washington and that word was received back 
from the Pentagon that the new speech was approved. 

Your third question is in part answered by the foregoing. However, 
with further reference to Colonel Ballweg’s affidavit, clearance for 
the revised speech was received before delivery of the speech. The 
clearance was for the entire revised speech which had previously been 
transmitted to Washington and was not on a section-by-section or 
paragraph-by-paragraph basis. 

In connection with your fourth question, the security-clearance 
notation which I carried in my pocket were the official clearance 
stamps and initials from both the Air Force and the Defense Depart- 
ment for the original speech. As stated earlier in this letter and in 
previous statements which Colonel Ballweg and I have made to your 
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committee, the official clearance for the revised speech was received 
via the teletype at Dayton from Washington. 

After reading Mr. Dechert’s letter, it is of some interest to note 
that Major Nauwirth indicated that ‘“‘While he may have communi- 
cated by teleprinter the substance of any comments which might have 
been made by himself or the representative of the Office of Security 
Review between 0930 and 1100, the Air Force has been unable to find 
any record either in Washington or in Dayton of transmission of any 
such message.”’ 

Both Colonel Ballweg and myself are positive in our recollection of 
the events which we have described to you. As my military executive 
officer, Colonel Ballweg was completely aware of his responsibilities 
in this matter. The facts described in his affidavit are true and 
correct. I would also like to add that my own personal recollections 
coincide with his. 

As the committee is well aware, the issue involved in my testimony 
concerned itself with describing the overcautious use of security 
restrictions which precluded keeping the United States public ade- 
quately informed without compromising our military security posture. 
I am sure you will agree that the contents of the finally released speech 
which I delivered in Dayton contained no security implications which 
would be of comfort or assistance to our enemies. Additionally, I 
feel this has been completely substantiated by the fact that the 
Defense Department saw fit to release this and more information 
about the Falcon missile through other means. 

If there is any further way which I can be of service to the com- 
mittee, I shall be happy to do so. 

Sincerely, 


TREVOR GARDNER. 


Exuisit XI] V-—F 
Future release Please note date 
No. 247-55 
DEPARTMENT OF DEFENSE, 


OrFicE oF Pusiic INFORMATION, 
Washington, D. C. 


{Hold for release until 10 a. m. (c.s. t.), 11 a. m. (e.s. t.), Tuesday, March 15, 1955) 
New Arr Derense Rocket DeEscripep BY SECRETARY GARDNER 


First details of the Falcon guided-aircraft rocket, whose mission is 
the destruction of enemy bombers, were revealed today by Assistant 
Secretary of the Air Force Trevor Gardner in a speech before the 
goes class of the USAF’s Institute of Technology at Dayton, 

i0. 

At the same time, the first photographs of the new air-to-air defense 
weapon were released by the Air Force in Washington, D. C. 

Conceived by the Air Force and developed and produced by Hughes 
Aircraft Co., Tucson, Ariz., the Falcon is one of the more advanced 


guided missiles. It soon will be installed in Air Force interceptor 
aircraft. 
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When the Falcon is launched from the interceptor plane which 
carries it, the missile travels supersonically and seeks the target 
which has been pointed out to it. The electronics intelligence of the 
Falcon system is designed to hold it on a course to hit the target 
despite evasive maneuvers of the enemy bomber. 

The Falcon has been under development for the Air Force since 
1947. Hughes launched its first test rocket in 1950, and the weapon 
has since been knocking target drones out of the air even without 
explosive charges. 

Secretary Gardner emphasized that the successful development of 
the Falcon as aircraft armament pushes America’s defense frontier 
farther away from our cities and homes and increases the “‘kill’’ 
probability against attacking bombers. 

“T believe it is safe to say that the Falcon will be one of the most 
important contributions to the defense of the North American Conti- 
nent against air attack since the development of radar,” Secretary 
Gardner said. 

‘‘What the American people will, perhaps, take greatest comfort in 
knowing is that the Falcon is designed for use in Air Force inter- 
ceptors at bases in far-off Arctic regions and other locations many, 
many miles from our centers of population’’, he added. 

(Photographs available at Pictorial Branch, room 2D 780, extension 
75331.) 





Exuisit XIV-G 


[Caption on four still photographs showing closeups of men handling the Falcon 
and the Falcon striking aircraft in flight] 


[Hold for release until 11 a. m. (e. s. t.), Tuesday, March 15, 1955] 


152201 AC: The United States Air Force’s Falcon, a guided-aircraft 
rocket, developed and produced by the Hughes Aircraft Co., carries 
its own powerplant, which drives it at supersonic speeds. The 
Falcon’s own guidance system can direct it to a maneuvering target, 
and the attached warhead can destroy a bomber. It is the smallest 
guided missile in production, and will be carried in quantity by USAF 
interceptor aircraft. The interceptors are guided to the proper firing 
— by electronic control systems which lock on an enemy bomber 
»y radar and fire the Falcon missiles automatically. In test, the 
Falcon has knocked down maneuvering QB-17 and QF-80 jet air- 
craft, even when no explosive warhead was attached. 

Washington, D. C., March 15, 1955. Official United States Ai 
Force photo, released by Department of Defense. 

Please observe release date. 

No objection to publication on grounds of military security. 

March 14, 1955. 

Orrice oF Pustic INFORMATION, 
DEPARTMENT OF DEFENSE. 
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Exuisit XV—A 


CONGRESS OF THE UNITED STATES, 
Housr or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., March 24, 1958. 
Hon. New H. McE roy, 


Secretary of Defense, Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: The House Government Information Sub- 
committee has information to the effect that you have issued orders, 
either written or verbal, restricting civilian or military leaders, or 
both, in the Pentagon from expressing their opinions about possible 
se ane Ye of the Department of Defense or the Joint Chiefs of 

tail. 

The subcommittee will appreciate a report from you on any such 
orders or instructions, with copies of them if they were written or 
an accurate description of them if they were verbal. Also please 
inform the subcommittee when they were issued and to whom and for 
what purposes. 

Sincerely, 
JoHNn E. Moss, Chairman. 


ASSISTANT SECRETARY OF DEFENSE, PuBiic AFFAIRS, 
Washington, D. C., April 11, 1958. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. Cuarrman: This is in reply to your letter dated March 
24, 1958, addressed to the Secretary of Defense inquiring as to whether 
he has issued orders, either written or verbal, restricting civilian or 
military leaders in the Pentagon from expressing their opinions about 

ossible reorganization of the Department of Defense or the Joint 
hiefs of Staff. 

Secretary McElroy has asked me to inform you as follows: That 
while he has issued no formal written or verbal orders, he did, in the 
course of one or two periodic meetings held with key officials of the 
Department during the time proposed plans and policy actions relating 
to reorganization were under active consideration within the executive 
branch, remind such officials that public discussion of the pending 
proposals by the principals of the Department would be inappropriate 
and much more likely to be confusing than helpful during the period 
that the Department was reaching some cunilicieed. t the same 


time these officials were informed that their views regarding organiza- 
tion improvement would be sought and given careful consideration 
because of the obviously informed and, therefore, well-qualified nature 
of this advice. 

The Secretary has asked me to further advise you that now that 
the final decisions have been reached and the reorganization plans 
have been made public, he believes the applicable principles are as 
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stated by him in the following response to a question put to him at 
the National Press Club luncheon on April 10, 1958: 

“T can see no excuse for military or civilian members of the Defense 
organization undertaking to make public speeches in their official 
capacities in opposition to the program of their Commander in Chief 
to strengthen the Nation’s defenses. 

“On the other hand, officials of the Department are required, when 
testifying before Congress, to give their personal judgments and 
opinions when asked for them. Certainly I would expect each Depart- 
ment witness to answer such questions frankly and fully in the light 
of his professional knowledge and experience and with consideration 
of his position as a member of the defense organization which is 
commanded by the President. 

“T would think if a man of integrity and conscience felt so strongly 
opposed to the basic policies aod programs of his organization that 
he could not effectively discharge his responsibilities, he would so 
advise his superiors. I know this is what I would do.” 

Sincerely, 


Murray SNYDER. 
Exuipit XV-B 


[Editorial in Missiles and Rockets magazine, June 1958] 





M/R Eprrortat Viewroint: No PLACE FOR SNYDERISMS 

Here’s a news item which nobody can put an official stamp of 
suppression on: Ruefully awakened newsmen covering Cape Canav- 
eral have overwhelmingly voted Murray Snyder the public official 
they would most like to see take the first trip in a manned (but not 
recoverable) earth satellite. 

We can readily assume that this distinctive title also has the blessing 
of the Washington press corps which must deal daily with the Penta- 
gon, some Members of Congress who are pushing for freedom of 
information, and Snyder’s own Defense Department public informa- 
tion colleagues. 

Snyder’s record as “czar of Pentagon information,’ while never 
envied, has become despotic in the past 9 months. With the launch- 
ing of the first sputnik, he hastened material into picture, print, and 
air waves to assure this Nation that anything the Reds could do, 
we could do better—as if this could make up for 5 lost years between 
1945 and 1950 when the pleas of missilemen fell on deaf Defense 
Department ears. 

Snyder managed to build up the December 6 Vanguard firing, an 
unproven, scientific experiment, into a classic fiasco of politically 
inspired and mishandled publicity that put the hopes of a free people 
at an unparalleled low. 

When he realized he could not keep satellite launchings and missile 
firings a secret from the public at the goldfish-bowl Canaveral testing 
area, Snyder masterminded an ingenious deal with some unthinking 
newmen, who now realize they sacrificed some professional ethics 
by going along with him. The deal appeared harmless. 

In exchange for certain “‘privileges, not classified” information, cor- 
respondents would not give an advance publicity buildup to a missile 
firing. Concessions even included grandstand seats inside the test 

























i] 
i 
; 
| 


268 AVAILABILITY OF INFORMATION 


area. It meant binoculars used at Coca Beach and the hours of 
waiting in unseasonably cold weather were at anend. Correspondents 
were to be informed in advance of any test. 

This publication was not, and never shall be, a party to this or any 
other such agreement. We do not want “privileged” information 
declassified by Snyder for politically expedient reasons, but informa- 
tion the public has an inherent right to know. Newsmen who went 
along with Snyder at Canaveral learned their lesson when several 
tests went through without that ‘“‘promised”’ advance notice. 

Since October, Snyder, for so-called policy reasons which no one 
can define, has clamped down a lid on information that will not en- 
danger national security. Legitimate unclassified news, purely sci- 
entific papers and even advertising copy have been the victims of his 
policy reasons. 

Now, by Presidential sanction and Snyder’s own admission to the 
House Armed Services Committee, he is more than willing to take on 
the task of deciding what information the American public should 
have and understand about our defense and participation in the new 
era of space. 

Snyder admits he will become a Supreme Censor in the proposed 
“consolidation” of public information functions of all branches of the 
Armed Forces. 

Snyder’s new role should raise him to new heights. But he should 
remember that unlimited power can corrupt the possessor and where 
law ends, tyranny begins. Suppressed news, when it eventually 
comes out, bites with keener fangs. We, for one, do not intend to 
stand by and let him tell a free nation what he wants them to read 
and think. We'll continue to spell things out. 
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AVAILABILITY OF INFORMATION FROM FEDERAL 
DEPARTMENTS AND AGENCIES 


(Department of Defense) 


MINORITY REPORT 
I. Wuo Is Reatity “MANAGING THE NeEws’’? 


Even with an effort at charity, it is necessary to describe the majority 
report as, at best, a heavily padded, repetitive and confusing master- 
piece that, by its cleverness and its very bulk, might well lead a casual 
reader, or one entirely dependent on this report for his knowledge of 
the subject to conclude that it must constitute an impressive catalog 
of errors on the part of the Defense Department. 

It carries a skillful attempt to convey the impression that the sub- 
committee and its staff could and would do a more efficient, economical 
job of carrying out the duties of the Department than can those who 
have been specially trained for and have had years of experience on 
the job. 

To anyone with sufficient time and interest to read the majority 
report, I recommend strongly a reading of all the exhibits, which help 
to offset the skillful “scissors and paste” job done in the body of the 
report. However, since the exhibits naturally reflect only corre- 
spondence and other documentary evidence, and not the testimony 
heard by the subcommittee, it is necessary to add to the already 
tedious length of this report in the hope of providing some safeguard 
against false conclusions. 

Even if every supposed error cited by the subcommittee could be 
accepted as an actual one, this superficially impressive report is based 
on the most flimsy of foundations, both numerically and in substance, 
which accounts no doubt for the now habitual practice of belaboring 
the same few ‘‘dead horses’”’ over and over again, as the chairman has 
done in previous committee publications, public speeches and state- 
ments to the press, and now in this report. 

Further, this foundation is even more flimsy than it would appear 
from the report’s cryptic and one-sided selective statement of the cir- 
cumstances in the cases to which it refers, most of which cannot be 
conceived of as errors at all if one makes any attempt to evaluate 
objectively the sensible explanations of the circumstances provided 
by the knowledgeable officials. Later in these remarks, the most 
glaring instances of these tortured examples will be pointed out. 

Probably the best general observation that can be made is that 
many of the activities conducted in the name of the subcommittee 
constitute true ‘‘management of the news,” a fact that makes it all 
the more inconsistent for the report to make that undeserved charge 
against the Defense Department. No one could fairly doubt the 
truth of this observation after watching for any length of time the 
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adept issuance of well-timed, slanted, and often misleading prepared 
statements and press releases that flow endlessly from this subcom- 
mittee’s headquarters. It is a supreme triumph of ‘“‘press agentry.” 


Il. Wuose “Artirupg’”’ Is Wronec? 


It is necessary to comment at the very outset on the report’s com- 
plaint concerning the “attitude” of the key Defense Department offi- 
cials whose duties involve them in the information field. This repre- 
sents an excellent and rather transparent example of the majority’s 
always reliable tactic of pummeling furiously a carefully constructed 
strawman. To demonstrate this, let us try to discover from what 
this conclusion as to “‘attitude’’ could be derived. 

It certainly cannot be derived from the attitude of the principal 
Defense witnesses during the period covered by this report, Mr. 
Snyder, Assistant Secretary of Defense (Public Affairs), and Mr. 
Dechert, General Counsel of the Department. A few samples follow. 

In his first appearance before the subcommittee in April 1957, soon 
after taking office, Mr. Snyder stated (hearings, p. 2227): 


Since I went to my first newspaper job with a daily paper 
in 1928, I have spent far more time thinking of how to get the 
stories out, out of public and private sources and files and 
into the papers, than I have of how to sit on a story and 
prevent publication. 


At the close of that set of hearings, he observed (hearings, p. 2312): 


I think I felt very, very different, indeed, from a defendant, 
but I would like to say that I have been gratified by the 
attitude of the committee with respect to the present 
personnel of our office, that is the attitude that you are 
looking ahead more than you are looking backward, and 
that is what we are doing. We hope that several months 
from now we will be able to produce a record that will be 
consonant with the objectives of this committee, and with 
the objectives of the news media that have been so zealous 
in fighting for and protecting the peoples’ right to informa- 
tion. 


In reporting to the subcommittee during his most recent testimony, 
Mr. Snyder said (hearings, p. 3093): 


On the whole, I have found the attitude of the Department 
and its personnel to be excellent for accomplishment of the 
necessary objectives. I have found the basic policies to be 
sound. 

However, we must always try to improve our operation. 
In the 8 months I have been in office many changes have been 
made which I feel have enhanced our ability to do a better 
job. New and revised directives have been issued, which 
I sincerely believe more clearly have let our people know what 
is expected of them. 

Some have had immediate results and some will pay 
longer range dividends. I have effected a reorganization in 
my own office, which has considerably improved matters. 

We have established a new Office of Declassification Policy, 
which I am sure you all agree is a trailblazing step,in;im- 
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proving the flow of information. In view of Admiral Hos- 
kins’ appearance before you, I shall not, at this point, taken 
[sic] any more time as to his office. 

I know that we have worked hard to maintain good coop- 
eration with the information media. Certainly my own office 
door has been completely open to them and there have been 
many mutually beneficial exchanges of thought between 
media representatives and myself on the matter of handling 
information. 

The output of hard news has been increasing, and we 
have been achieving success in making knowledgeable offi- 
cials, from the Secretary down, increasingly accessible to 
the press. 


Similarly, Mr. Dechert, the General Counsel, has striven for a coop- 
erative atmosphere (hearings, pp. 2183-2184): 


We are trying to develop, as I understand it, sir, an atti- 
tude of cooperation between two great departments, and an 
inquiry into what we are trying todo. By the way that this 
has started, we have focused on what is only a tiny, tiny 
matter in the whole situation. And I hope the fact that, in 
that human way of carrying on affairs, we have focused on a 
tiny thing doesn’t throw this whole matter out of focus. 

We are prepared and shall be glad to indicate why we 
are endeavoring to do what any decent citizen would do, to 
cooperate in every possible way and to see that this Govern- 
ment is carried on in the best possible way. 


Again, he said (hearings, p. 2220): 


May I indicate, sir, in connection with that, you said a 
moment ago, sir, that you had been studying this problem 
for a couple of years and that the result of that study led you 
to be skeptical. 

I do not know of any number of examples of refusal of 
ace which would justify that skepticism, and if you 
have those examples, I would be glad to study each one of 
them and to let you know about them, because from my ex- 
perience and from any study of this situation, I do not think, 
sir, that skepticism is justified. 


Nor can an unfavorable conclusion as to attitude be drawn from the 


ee of the pertinent DOD directives. For example, the much- 
maligned directive 5200.6 states these governing policies. 


It is the fundamental policy of the Department of Defense 
to make the maximum information available to the public as 
to its operations and activities (par. IV). 

Arbitrary and unreasonable withholding of information 
must be avoided (par. VJ). 

Nothing in this directive shall be deemed to authorize the 
withholding of information, otherwise releasable, because its 
release might tend to reveal administrative error or ineffi- 

ciency, or might be embarrassing (par. VI). 


Much has been made of the fact that the directive lists exceptions 
| in order to furnish guidance as to the types of information that require 
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special protection from misuse, some pursuant to specific statutory 
requirements. Apparently this is one of those cases in which the 


Department’s officials won’t be permitted to win no matter what they © 


do, for even the majority report concedes the need for exceptions, and 
one can imagine the cries of outrage if the DOD directive did not state 
candidly that certain information requires protection, or failed to 
provide guidance as to the nature of that information. 

Finally, the only remaining logical basis for a conclusion that an 
uncooperative attitude exists—the record of the Defense Department’s 
actual performance in the information field—likewise does not even 
begin to support any such conclusion. Permit an examination of a 
number of the examples cited as instances of improper information 
practices, and an endeavor to puncture this theory with the most 
effective of all weapons, the facts, 

Before passing to particular cases, however, it seems appropriate to 
call attention to the continuing attempt on the part of the majority to 
attribute questionable motives and attitudes to responsible Defense 
Department officials, while proclaiming only the most pious and sin- 
cere motives on behalf of the subcommittee. 

A stranger to the record, reading the report, would conclude that the 
subcommittee and especially its chairman and staff members are 
infallible—the Secretary of the Department and his subordinates 
always wrong, harboring intentions i bad, 

The report causes one to wonder how much the chairman really cares 
what the attitude of these officials is, and one wonders how sincere the 
desire is to cooperate in the solution of some of the very difficult prob- 
lems with which the Department’s officials are confronted in initiating 
the flow of a vast amount of information to the public, and answering 
all sorts of complicated inquiries, concerning the globe-circling opera- 
tions of the world’s largest organization. 

The continuous flow of press releases, of adverse judgments carried 
in the opening statements, tend to create the suspicion that the sub- 
committee, convinced of its own wisdom, certain that the subcom- 
mittee, its staff, are infallible, entertain at least a more substantial 
interest in publicity than in a fair, clear, and unbiased attempt to 
correct faults in the Department. 

Consider, for example, the unforgivable and discourteous manner in 
which Mr. Dechert and Mr. Snyder were rebuffed when they attempted 
to offer the briefest of explanations in response to one of the blasts 
with which the chairman normally opened a session of hearings. 

Since this is one of the most atrocious examples of muzzling high 
Defense officials attempting to explain their views, my protest of this 
incident, which was printed in an earlier limited report of the sub- 
committee, is here incorporated (23d report, House Committee on 
Government Operations, Apr. 22, 1958, H. Rept. No. 1619, 85th 
Cong., 2d sess., pp. 81-82): 


The hearings upon which this report is based furnish a 
striking illustration of the chairman’s unfortunate tendency 
to state conclusions for the record and for immediate publica- 
tion by the press before hearing the testimony of witnesses 
supposedly summoned to provide the subcommittee with 
information necessary to the development of sound con- 
clusions. After important issues have been prejudged 
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against them, Government witnesses frequently are ham- 
pered in responding effectively to the charges made in the 
opening statement because they are confined in their re- 
marks by a different or somewhat narrower line of ques- 
tioning. 

When I asked whether Assistant Secretary of Defense 
Murray Snyder might as a part of his prepared remarks 
comment on the chairman’s opening statement, the record 
shows I received this reply (hearings, p. 3092): 

“Mr. Moss. I am not going to get into the position of 
indulging in argumentation over the opening statements.” 

Is this position perhaps prompted by the fact that the 
effectiveness of these one-sided declarations would be largely 
nullified if a prompt and coherent rebuttal were permitted? 

After delivering his opening statement, the chairman 
refused Mr. Dechert an opportunity for ‘2 minutes of 
statement in answer,” giving as his reasons that the sub- 
committee had a schedule to which it would adhere and 
that it would serve no purpose to go into argument or 
rebuttal (hearings, pp. 3034-3035). 

The matter again arose at the beginning of the afternoon 
session, when Mr. Dechert attempted to submit for the 
record in writing the comments he had sought to make in 
the morning. The chairman refused to recognize Mr. 
Dechert; he gave no reason except that Mr. Dechert had not 
been requested to appear. 

I then attempted to introduce a copy of Mr. Dechert’s 
written statement but was unable to obtain definite ap- 
proval from the chairman. The statement was never made a 
part of the record and is introduced for the first time in 
these additional views. (Mr. Dechert’s complete statement 
appears at the end of these additional views.) 

Mr. Snyder then stated that he would make the same 
request when he appeared, but he was advised by the chair- 
man that this request would be dealt with when made and 
that he was not at the present time on the witness stand 
(hearings, p. 3066). 

The question next came up when Mr. Snyder was about 
to read his prepared remarks and requested permission to 
include a portion of Mr. Dechert’s comments. The chair- 
man refused saying (hearings, p. 3092): 

“The entire injection of this issue was out of order and 
I don’t intend to tolerate it any longer.” 

In view of the insistence of the subcommittee and its staff 
that the people have a right to know how the people’s Gov- 
ernment is operated, it seems inconsistent for the subcom- 
mittee chairman to gag top officials of the Department who 
would attempt to explain their operation. 

While it is understandable that the chairman, upon 
reflection, may have regretted his rather arbitrary muzzling 
of Mr. Dechert and Mr. Snyder in a public hearing de- 
voted to the “people’s right to know,” and that he would like 
to avoid further embarrassment in the matter, it is not be- 
lieved that a deliberate exclusion of a pertinent statement 
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from the record is justified. It might be noted that this ex- 
clusion was rather futile since, in addition to the record of the 
hearing itself, contemporaneous newspaper accounts of the 
occurrence, based on attendance at the hearings, amply 
portray what actually happened. 


Following the filing of the additional views, which included the 
above remarks, the chairman inserted his own further additional 
views at the end of that report. In those additional views, the chair- 
man outdid even himself in calling black white when he found it 
necessary to try to explain his arbitrary refusal to admit either an 
oral or written statement by the General Counsel of the Department 
of Defense. He explained his refusal in this way (23d report by the 
Committee on Government Operations, April 22, 1958, H. Rept. 
No. 1619, 85th Cong., 2d sess., p. 89): 


Mr. Dechert had not been called as a witness, now was he 
serving as counsel to any of the Defense Department officials 
who had been called. The Defense Department witnesses 
already were accompanied by counsel, Mr. Leonard Nieder- 
lehner, Deputy General Counsel, Department of Defense. 
The chairman, therefore, refused to recognize Mr. Dechert. 
Later in the day, when Mr. Dechert interrupted for the 
third time, the chairman offered Assistant Secretary of 
Defense Murray Snyder, then in the witness chair, the 
opportunity of accepting Mr. Dechert as his counsel (hear- 
ings, p. 3107). This would have permitted Mr. Dechert to 
enter his remarks in the record. Mr. Snyder declined the 
offer. 


A more ludicrous “explanation” would be hard to imagine, in view of 
its total inconsistency with the actual events. This inconsistency 
should appear from the portion of my additional views quoted above. 
If there is any doubt, however, it will certainly be resolved by a 
reading of the record itself at the pages cited. 

Just consider the chairman’s “explanation” for a moment, it seems 
readily apparent that he is proclaiming a rather unique doctrine; 
namely, that the General Counsel of an executive department is 
deprived of all status at a hearing by the presence of his own deputy. 

Further, there is the absurd misstatement of fact that Mr. Snyder 
declined the opportunity of accepting Mr. Dechert as his counsel, 
which would have permitted Mr. Dechert to enter his remarks in the 
record. 

First, I would refer the reader to the unsuccessful attempts by Mr. 
Snyder and by me, which are recounted in my additional views quoted 
above, to have these very remarks of Mr. Dechert’s included in the 
record by the chairman. 

Second, the chairman obligingly cited page 3107 as support for his 
remark concerning this alleged declining of Mr. Dechert’s services, 
but that point in the hearing did not involve at all the issue concerning 
Mr. Dechert’s statement, nor did it really raise the question whether 
Mr. Snyder accepted Mr. Dechert as counsel. 

The record at page 3107 shows that, during Mr. Snyder’s testimony, 
the chairman referred to a previous exchange of correspondence with 
Mr. Snyder on a particular case; that Mr. Dechert stated: “Mr. Chair- 
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man, you have raised a legal question and I would like to know whether 
you would like me to comment on it—’’; and that the chairman re- 
plied: ‘“Mr. Dechert, please, if Mr. Snyder desires to seek the advice 
of his counsel, that is his privilege, but he is on the stand at the 
moment and I will leave it entirely to his judgment as to whether or 
not he wishes to seek your guidance.” The ensuing testimony shows 
that Mr. Snyder made no comment whatsoever on the question of 
seeking legal advice, but instead proceeded to answer the question 
raised by the chairman on the basis of his own familiarity with the 
facts of the manner. 

Unfortunately, the above-mentioned incident was not the only 
occasion on which defense witnesses were so badly handicapped in 
their testimony that this member felt obliged to protest. As the 
result of a somewhat similar, though less grievous, incident in the hear- 
ings 6 months before, a statement was made by me which can be found 
at page 2315 of the hearing. 

Congressional committees are entitled to cooperation from the 
executive departments. The Congress is equally obligated to assist 
the departments. 

Congressional committees are entitled to the respect of not only the 
lay witnesses but of the officials of the departments and the depart- 
mental employees who appear before them. 

Congressional committees never will be given the respect to which 
they should be entitled, which is their due, until they learn that not 
only Cabinet officers, minor officials in the departments, but the 
humblest citizen appearing before them is entitled, not only to fair, 
decent treatment, but to courteous consideration. 

In the past, congressional committees have more than once been 
justly criticized by the press because witnesses have been treated 
discourteously. 

In my judgment—and it is only, of course, my judgment—Assistant 
Secretary of Defense Snyder and ‘General Counsel Dechert were not 
only denied an opportunity to present their case, to answer the charges 
made against them, but were gratuitously discourteously treated—a 
situation which does not contribute to harmonious cooperation be- 
tween the legislative and executive departments of our Government. 

When it is remembered that the directing members of the subcom- 
mittee’s staff are former newspapermen, whose attitude seems to be 
that their first duty is to pass out acceptable publicity to their former 


press associates, it is not strange that department witnesses are treated 
so brusquely. 


Query: Whose “attitude” is wrong? 


Ill. Tue “Evipence’”’ 


Now, let us look at some specific cases and see what all the shouting 
is about. 


“BOW AND ARROW’ REPORT 


Probably no other matter received quite the ballyhoo that this did 
as an example of supposed administrative absurdity. The newspapers 
are not to be blamed for their initial reaction on the basis of the brief 
and rather casual reference to this matter originally made by a scien- 
tist testifying before the subcommittee. However, the ridicule that 
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was heaped upon the Defense Department and its officials proved 
unjustified when the Department finally had an opportunity to explain 
the situation and seems beneath the dignity of a congressional com- 
mittee. 

This bow and arrow was no relic of the Davy Crockett era. The 
report in question was entitled ‘‘Report on Silent, Flashless Weapons,”’ 
and described in detail and with illustrations experiments being 
conducted for the OSS in 1943 and 1944 on a group of ingenious 
devices, one of which could hurl a 60-millimeter mortar shell and 
another of which could drive steel darts through 12 inches of horse- 
meat. (Note that the majority report omits all description of the 
nature of the weapons.) These devices were beind developed during 
World War II, at the suggestion of the British Commandos (who 
rendered efficient service in an exceptionally difficult and dangerous 
situation.) The bow and arrow may have been useful in combating 
the deadly jungle warfare in which our then enemy, the Japanese, 
were so skillful. 

The experiment obviously was an important one at that time, and 
the devices being developed were sufficiently unique to warrant pro- 
tection from enemy knowledge and their possible adoption of them or 
development of countermeasures. In short, the report was very 
properly given a low security classification during World War II, and, 
it may be noted, the majority report is careful to avoid emphasis of 
this point, which it could scarcely deny. 

As a means of obtaining favorable publicity, as a successful effort to 
ridicule the Defense Department and some of its officials, the bow and 
arrow incident was a hit. Analyzed and properly evaluated, it was 
a dud. 

Then comes the second aspect of the question: Why had this 
report not been formally declassified by 1958? The reason is a very 
simple one, well known to all members of this subcommittee, and 
freely admitted time and again by Defense Department witnesses. 
There is an enormous backlog of classified information that was 
generated during the war years in such volume as to make totally 
uneconomical a document-by-document review at the taxpayers’ 
expense. 

A special high-level office in the Defense Department, the Office of 
Declassification Policy, was established over a year ago and has been 
attacking this problem vigorously and keeping the subcommittee 
informed of its progress, including plans for issuance of a general de- 
classification order declaring most of this wartime backlog to be de- 
classified without necessity for individual review. 

Finally, in the interim before this declassification order is ready for 
issuance, the classification on an old document does not leave it 
buried beyond reach, as has been implied. As soon as the Department 
was advised that there was an interest in this document on flashless 
weapons, it was obtained promptly from the Archives, reviewed, and 
released. 

It is true that there has been mention of an unsuccessful attempt 
in 1949 to have this report declassified. Whatever may have hap- 
pened in 1949 is rather poor evidence as to the attitude or efficiency 
of the officials now conducting the affairs of the Defense Establishment 
for the Eisenhower administration. 
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In addition, it is interesting to note that no effort was made (or at 
least the outcome is not reported) to determine to whom a request may 
have been made in 1949, whether it was to a Sudeiedanabie person, 
whether the person even knew where the report was in the confusion 
of the immediate postwar years, whether the inquirer really pressed 
his request or merely made a casual inquiry, etc. 

In the event of another war—and, again, who knows when the next 
one will break—the so-called bow and arrow or some similar deadly, 
flashless, noiseless weapon may be a necessity. Should such a situa- 
tion come to pass, some congressional committee will probably criticize 
the Department for its declassification of the material in question. 

To recapitulate, the facts are: 

(1) An important report, fully justifying protection from the 
enemy during World War II, was given a suitable classification at 
that time. Would the majority have exposed the results of this clever 
experiment to the enemy? 

(2) The document subsequently became one of the millions trans- 
ferred to storage in inactive files, adding to a total that no one denies, 
least of all Defense Department representatives, creates a serious 
problem and expense. The Defense Department is taking active and 
imaginative steps to solve this problem. Can the majority deny full 
knowledge of these facts as the result of extended hearings on this 
very problem? 

(3) When interest was expressed in this document, it was separated 
promptly from millions and millions of others and made available by 
the present incumbents in the Defense Department. 

All in all, by the dropping of a misleading hint and the failure to 
present the matter in the context of the broad general knowledge 
possessed by this subcommittee, the public was permitted to draw 
the wrong conclusion at the expense of the Defense Department but 
to the gain of much news space for the subcommittee. It was a sorry 
parody on the “‘people’s right to know.” 

Even worse is the continued attempt to cite this matter as an ex- 
ample of an improper attitude on the part of Defense officials, when 
it really illustrates the atrocious attitude and tactics with which 
situations are sometimes handled on behalf of the subcommittee. 


RESTRICTED WEATHER REPORT 
The majority report states on page 5: 


The penchant for placing restrictions on public information 
was illustrated by the verbal classification applied to weather 
information which could be obtained by calling a Pentagon 


number prominently listed on the front cover of the Pentagon 
telephone directory. 


The objection was to a statement, at the end of a 1-minute recorded 
weather report, that the information was “for military use only and 
dissemination to the public is not authorized.”” The writer could not 
agree more that this statement would be laughable, if it were intended 
as a protection against an enemy’s spies obtaining the information, 
as the report suggests. 

But is it seriously believed that the Air Force is that dumb? They 
are not, of course, and a full explanation is given in a letter to the 
chairman which the majority report is kind enough to print as ex- 
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hibit IV, but which is not quoted even in pertinent part on page 5 
where the report has fun with its version of the matter. 

Unlike the chairman, who by now must look behind every tree for 
some “suppressed information,” the Air Force was not even thinking 
about security or keeping information from the public, which obviously 
can get the local weather information from the Weather Bureau, 
either directly or through the newspapers and other sources. As was 
explained in the letter of March 21, 1957, from the Defense Depart- 
ment to Chairman Moss: 


The phrase ‘‘is for military use only and dissemination to 
the public is not authorized” was not intended to suggest a 
security classification. It was appended at the direction of 
the ninth weather group, Air Weather Service, to avoid any 
appearance of encroaching on the United States Weather 
Bureau’s prerogatives to serve the general public. 


Thus, the quite common scrupulous regard of one Government 
agency for the jurisdictional prerogatives of another agency is parlayed 
into a space-catching press release. 

Again, the former reporters on the subcommittee staff hit the jackpot 
with a press release. The working reporters’ task is minimized by 
the acceptance of a handout even though it attempts to belittle and 
ridicule Defense Department officials. 

Let the reader glance over the letter tucked away in exhibit IV (pp. 
172-174), and then return to the report’s half story on page 5 to 
contemplate whether the majority report is respecting the reader’s 
“right to know”’ or whether there may be a little bit of “management 
of the news.” 

CIVIL WAR BOOK REVIEW 


Several statements were issued to the press on this matter, which 
is mentioned again in the report, and the unwary reader might be 
led to believe that the Department of Defense was withholding 
information concerning the Civil War. 

All that was involved was that the editor of the magazine Armor 
voluntarily sent in to the Department a proposed book review by Maj. 
Gen. Ulysses S. Grant III, retired, on a book of memoirs first published 
in 1879 by a Confederate general. The Department of Defense 
offered no objection or criticism. 

The point that the chairman belabored in lengthy correspondence 
with the Department and the magazine editor was that it is objec- 
tionable for the editor to have solicited on his own initiative any advice 
the Department’s public information experts might have. This 
apparently is believed so even though the editor explained (when the 
chairman demanded he justify his action) that Armor is published by 
the United States Armor Association, the staff of which consists of 
1 officer and 3 sergeants all on active military duty, and that the 
information officials had on other occasions (hearings, p. 3222)— 


given me advice and guidance which I believe has materially 
assisted me in publishing a better professional, first-class 
military publication. 


_It would seem that the editor, an Army lieutenant colonel, his 
sincerity and patriotism unquestioned, gave no reason for criticism 
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when he attempted to use his own judgment as to the advisability of 
sending in the book as he did. 

Certainly it was not the fault of Mr. Snyder, or of his Office of 
Security Review, that the editor voluntarily sent in the book review, 
and, once having received the manuscript, even the majority report 
can find no fault with the Department’s disposition of it since it was 
sent back without objection. 

One thing is sure and that is that the press releases of the chairman 
prepared by his newspaper staff, cannot be adequately answered in a 
minority report of limited cire ulation. 

The harm to the Department, the lack of confidence in the Nation’s 
defense agency created by unsound, critical press releases, sometimes 
sensational in their contents, is accomplished when the press release is 
given out by a cupposedly unbiased, factfinding congressional com- 
mittee—which is suspected by some (perhaps unjustly) of an attempt 
to raise heck with the executive departments. 

The most that can now be done to minimize the harmful effect is to 
state the simple facts of the case in view of certain other letters from 
the chairman, released to the press, which blended references to this 
book review with comments on an entirely different later dispute (over 
a desired “fishing expedition’ into Defense Department files) in such 
a way as possibly to mislead one into believing the Department had 
raised objections or taken some restrictive action in connection with 
the book review. 

SHARK REPELLENT REPORT 


This is another heading well calculated to prompt a laugh at the 
foolishness of the bureaucratic muddling it suggests. The Chairman 
was perfectly justified in writing to the Secretary of the Navy and 
saying (exhibit VII—A, p. 210): 


Please explain how the shark repellent report qualifies for 
the classification “‘secret.’”’? Please explain, also, the reason 
for classifying such a report in the first instance, and steps 
taken to declassify it. 


It is impossible, however, to understand why he is not satisfied 
with the response, in which it was made entirely clear that the report 
was not classified because of any sensitivity ascribed to sharks, but 
that (exhibit VII-B, p. 210)— 


The report was classified “secret’’ at the time it was issued 
because it was the allied policy during the war not to publish 
any data pertaining to the damage or sinking of enemy sub- 
marines or to any spec ific ships damaged or sunk, both 
friendly and enemy. The report deals with shark attacks on 
survivors of a number of Navy ships and gives names, loca- 
tions, and dates, and qualified for the classification secret 
under Executive Order 10501. 


This report was a part of the backlog from World War II, and pre- 
sented the same problem discussed in some detail above in connection 
with the flashless weapons report, which problem, it was pointed out 
there, is being attacked in a new and imaginative way by the present 
Defense officials. Finally, the majority report disposes with a single 
sentence of the fact that the shark report was reviewed promptly 
and made available when interest was shown in it. 

27027—58——19 
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GENERAL ACCOUNTING OFFICE AUDITS 


The report devotes a great deal of space to this subject and rather 
dramatizes the situation. Exhibits [IX—A through [X—C do, however, 
permit the reader to see what is actually involved, and make it 
unnecessary to do more than focus attention here on the crux of the 
situation. No fiery clash between GAO and the Department of 
Defense is involved, despite seeming efforts by others to stir one 
agency up against the other. Briefly, and admittedly much over- 
simplified, the root of the situation that the report makes such a major 
subject is the following, as drawn from letters from the GAO, not from 
Defense. 

GAO agreed to a 1953 DOD directive governing access by GAO 
representatives to classified information. The same language is con- 
tained in a subsequently revised version of the directive. The nature 
of GAO audits has changed in the past several years. The Comp- 
troller General described this change in a letter to the chairman, dated 
November 20, 1957 (see exhibit [X—A, pp. 216-218): 


There has been a broad expansion and rapid acceleration 
of our comprehensive audit coverage of defense programs in 
the past several years. As a result, our need for access to 
classified security information has expanded considerably. 
We estimate that as much as 80 percent of the activity areas 
in which we are currently devoting our primary efforts involve 
a need for access to classified security information. This is in 
contrast with an estimated 20 percent of the cases under our 
prior audits. We now require access to classified information 
in a substantial part of our work, whereas 5 years ago we had 
considerably less occasion to use such information. 


This change in GAO operations gradually became apparent and 
was made known to Defense representatives. Not surprisingly, all 
the complications arising from this striking change in GAO activities 
were not ironed out in one short discussion. Representatives of both 
agencies begin to examine the various complications and to discuss 
solutions. ‘The basic problems, particularly that of GAO access to 
classified data, now seem to be settled satisfactorily. The subcom- 
mittee undoubtedly performed a service by its participation in study 
and solution of this problem. 

It would all be so simple and the subcommittee could take pride 
in its contribution, if these affairs were not handled in such a sus- 
picious and antagonistic manner and subsequently blown up to enor- 
mous proportions in a report. 

It is next to impossible, in these minority views, to cover all the 
examples cited and issues raised by the report, which is the product 
of much long, hard work by the subcommittee’s counsel and able 
staff of three erstwhile reporters. The writer is hopeful, however, 
that this analysis of these allegedly prime examples of unjustified 
withholding will suggest to readers that perhaps caveat emptor, as 
the lawyers would say, is a sound maxim before anyone “buys” the 
basic impression conveyed by the majority report and by many of 
the flood of press releases and statements that have been poured 
forth on this subject for the last several years. 

Let it be clearly understood, however, that the writer does not 
believe or contend, nor do the officials of the Department of Defense, 
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that no member of the public has ever been denied information, or 
delayed in receiving it, because of a mistake or arbitrariness by an 
employee somewhere i in the vast Defense network. Who would try 
to guarantee that no employee in an organization consisting of millions 
of people scattered all over the world would ever make a mistake or 
act arbitrarily in a matter relating to public information, or to any- 
thing else? Occasional errors are the lot of any Government agency, 
just as they are of even the most highly regarded and efficient depart- 
ment store or public-relations-conscious industrial company, or, for 
that matter, of even a congressional committee. 

And the present is one of the rare instances the writer has known 
where a chairman and a committee staff seem to have reached the 
adamant conclusion that all the answers and all the solutions are 
known to them. 

The most one can expect from any human agency is the proper 
viewpoint and spirit on the part of the top officials in a department, 
a conscientious and realistic effort to instill this viewpoint in subordi- 
nates and to give them adequate guidance, and a readiness to take 
corrective action when it is found necessary. 

An objective reader of the testimony before this subcommittee will 
find ample evidence that the Defense Department’s information offi- 
cials meet all these tests, under the leadership of Mr. Snyder, whose 
life, one might remember, was devoted to getting out the news as an 
active newspaperman long before the members of this subcommittee 
became infallible experts on the subject. 

Perhaps the best proof, however, is the meagerness of the ‘‘evidence’’ 
that can be mustered, after 2 years of continuing, critical, eagle-eyed 
scrutiny, to support the insinuations in the report. 

Apparently, the staff was endeavoring to produce the lake seen in 
the mirage and which they hoped might satisfy their thirst for pub- 
licity material. 


LV. MissiIte AND SATELLITE INFORMATION 


Since attention cannot be devoted to more than one additional 
topic, the writer has selected that on which the report’s comments 
are particularly critical—the handling of news concerning missiles and 
satellites. 

First, there is no doubt that growing pains were suffered during the 
last year in adjusting almost literally overnight to the suddenly 
enormous clamor for detailed news on the missile programs when the 
space age became the major subject of public interest and everyone 
became at least an amateur rocketeer. 

Second, probably even Chairman Moss would agree that Mr. 
Snyder has spearheaded many active efforts to meet the needs of all 
the news media for up-to-date information on missile development 
and firings. 

Finally, although perhaps the chairman will not concur in this, 
undoubte dly he also has suffered some growing pains in adjusting to 
the fast-changing situations. As will be pointed out below, it is 
regrettable that the majority felt there was no need to mention in the 
report the most outstanding example of this. 

The principal problem in connection with missile information is, of 
course, security. This absolutely necessitates, no matter how un- 
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fortunate it may be, that the public cannot be told everything about 
present capabilities and deficiencies or the details of all planned 
developments. Why? Not to fool the public or hinder unnecessarily 
the democratic process, but merely because if it is in a newspaper, it 
is available to a potential enemy. 

For our democracy to function, it is already necessary to furnish 
our citizens so much information that we also provide the Russians 
with a valuable insight into our programs that we cannot hope to get 
with respect to their activities except the hard way. 

At a certain point, somebody has to draw the line at which an 
unacceptable compromising of our national security would be the 
price of an admittedly fascinating article in a Sunday supplement or 
periodical. Is it so terrible to recognize the necessity that this judg- 
ment be exercised by the dedicated military people and the high 
Defense officials on whom we already are necessarily relying for the 
continued safety of our Nation? 

And let no one becloud this simple issue by lectures on the respon- 
sibilities of Congress in connection with national defense. The whole 
rhubarb in the report on this subject arises from occasional differences 
of opinion between news media representatives and military author- 
ities over when some information can be broadcast throughout the 
land. Nowhere does the report’ claim that this information is not 
available to the appropriate committees of Congress (it is in fact 
sent to them almost by the carload), and Defense officials have 
reiterated that a security classification does not, not bar congressional 
access. 

The efforts of the Defense Department to make progressively more 
information available on missiles as developments permit is exemplified 
by the most recent arrangements, developed after consultation with 
21 key executives of new spapers, wire services, news photo syndicates, 
newsreels, and radio and television networks. These proc edures were 
formalized in a memorandum by the Assistant Secretary of Defense 
(Public Affairs), dated March 3, 1958, which is set forth as exhibit 
VI-K (pp. 206-207). 

One matter which aroused the special wrath of the chairman was an 
earlier, special agreement reached by the Defense Department with 
news media representatives in the period prior to the first successful 
satellite launching, in order to avoid a repetition of the exaggerated 
advance buildup on the Vanguard test. All will remember the banner 
headlines and tense periodic bulletins that preceded the firing time 
on what was merely one in the continuing series of what would 
normally have been little-publicized preliminary tests on Vanguard’s 
equipment, not the formal, scheduled launching of a fully instrumented 
satellite. The situation was described well by Mr. Snyder in a letter 
to the chairman, dated January 30, 1958 (exhibit VI—G, pp 192-193): 


In retrospect, it appears that probably too much detailed 
information was made available by the Government in the 
hours immediately prior to the TV—3 test firmg and too much 
emphasis given to that which was put out. However, it is 
believed that the nonmilitary nature of the project together 
with the great public interest, further stiatta cot by the 
Soviet satellite untiiand obligated the Government to 


keep the public adequately informed. The publicity buildup, 
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unfortunately, converted the test shot of a rocket into an at- 
tempt to launch a satellite—which it was not. This was due, 
in part, to the extraordinary priority and special attention 
given by the information mediums to the test in their attempt, 
understandably, to respond to the great public interest. 


In the days following the Vanguard affair, prominent Senators, 
Congressmen, and members of the news profession decried the event 
and demanded no repetition of that short of news buildup. There was 
no repetition, due to effective cooperative action by the Defense 
Department and the news representatives at Cape Canaveral. In 
sum, reporters were given ‘‘grandstand”’ seats for the firing and prep- 
arations for it, elaborate special briefings on the significance of activi- 
ties, and the opportunity to have their technical questions answered 
authoritatively. One condition was asked of them—that they co- 
operate in averting another news fiasco by not printing the big story 
until there really was one, when a launching was achieved. 

The agreement is well explained in Mr. Snyder’s letter of February 
11, 1958, to Mr. J. Russell Wiggins, executive editor of the Washington 
Post and Times Herald. I recommend a reading of this entire letter, 
which is printed as part of exhibit VI—I (pp. 195-197), but a key por- 
tion is quoted here: 


Everyone participating in the briefings and discussions 
during the period of about 2 weeks before the successful 
launching of the Explorer understood that all material given 
out prior to the firing, as well as the details of the agreement, 
was releasable upon the firing of one of the rockets in the 
satellite program. The first such firing was the Jupiter-C 
on January 31. The details of the working arrangements 
were published by the New York Times and other publica- 
tions the following day. 

Certainly such a temporary arrangement with all sub- 
stantive facts, as well as the details of the news-handling 
process itself, subject to public disclosure immediately upon 
the launching of the Explorer, was not comparable with any 
wartime voluntary censorship. It is more comparable with 
the hold-for-release arrangements which are routine in your 
business. 


Using the ability which enables the publicized actor to win an 
Oscar, the chairman has expressed horror at the fact that the news- 
men agreed not to publicize the whole arrangement until after the 
satellite launching. There is a difference of opinion among members 
of the news profession as to whether this was a necessary precaution 
to prevent Cape Canaveral from continuing as the seething center of 
hourly bulletins and speculation. A good example is the comment 
by Mr. William C. Baggs, editor of the Miami News, on February 
26, 1958, which is reprinted in pertinent part as exhibit I to these 
minority views. Mr. Baggs observed: 


Usually, I take the firm position that all Democrats are 100 
percent correct no matter what they are arguing about. We 
all are victims of our heritage. But in this event, 1 think the 
logic of Mr. Moss is weird. 
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After discussing the question at some length, Mr. Baggs concluded: 


The press got more information, for use when the Jupiter 
was fired with the satellite. The United States was not put in 
a position of a boy bragging about how well he could walk a 
high wire and then falling on his face. 

This was the extent of the “censorship” contract between 
the missilemen and the newspapermen. 

Certainly, it was better than the confusion and tragedy 
which followed the great Vanguard flop. 

Mr. Moss notwithstanding. 


The majority report itself concedes that it does not speak for a 
united news profession in criticizing this seeming example of construc- 
tive cooperation. On page 159 of the report, short shrift is made of 
“The fact that members of the press praised the arrangement * * *.” 
When one adds to this the sometimes overlooked fact that the chair- 
man’s pronouncements do not necessarily represent the voice of the 
full Congress or the views of many of its sage Members, the report 
seems to be making a rather tenuous assertion of infallibility—the 
subcommittee’s usual attitude. 

This seems especially unwise in view of the fact that the chairman 
seems to have had some difficulty deciding which way to jump, after 
his program of unceasing and merciless pressure on the authorities for 
more and faster information for the press on Vanguard blew up along 
with the Vanguard test vehicle. Reprinted as exhibit II to these views 
are news stories concerning a quite vigorous statement by Chairman 
Moss in defense of the Vanguard publicity. These stories appeared 
in the Washington Evening Star of December 18, 1957, and the 
Washington Post of December 19, 1957—the latter one of the sub- 
committee staff’s principal outlets and publicity agents—and reported 
at great length the contents of a letter supposedly sent by the chair- 
man to Mr. Snyder. For example: 


Moss also said he was glad to hear that Snyder did not 
succumb to the hysteria, calling for more secrecy after the 
Vanguard failure. 


This letter was never sent to Mr. Snyder or to anyone else in the Depart- 
ment of Defense. Apparently the chairman changed his views some- 
what, perhaps under the weight of criticism of the incident from so 
many highly respected quarters both in and out of Congress. Such 
a shift is understandable in view of the terribly difficult problems 
involved in this area. 

One would think, however, that from it would come a tempering of 
the severity with which the report charges others with being “erratic.” 
The incident might even tend to create a doubt in the chairman’s 
mind as to the infallibility of his conclusions. 

It might also have been appropriate to offer some explanation of this 
peculiar press release Sinko: a letter supposedly already sent, and 


of the reason for withholding the letter, especially since Mr. Snyder 
made it clear in a speech before the American Society of Newspaper 
Editors on April 18, 1958, that he would appreciate some explanation 
from the chairman. 
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V. Unirication Turnasovut: Artrempts To Run tHe DEFENSE 
DEPARTMENT 


On page 152 the report decries the greater unification of public- 
information activities proposed by the President as a part of the 
overall reorganization of the Department of Defense now under study. 
Yet, the lack of authority of the Assistant Secretary of Defense 
responsible for public information activities was one of the outstanding 
criticisms made by the initial report produced by this subcommittee 
(25th intermediate report of the Committee on Government Opera- 

tions, July 27, 1956, H. Rept. No. 2947). With the utmost sarcasm, 
the report of 2 years ago described Mr. Snyder’s predecessor as sitting 
atop a “pyramid of sand” (H. Rept. No. 2947, p. 88). 

As recently as the printed hearings of Novis 1957, we find as 
exhibit XI-B a memorandum by the subcommittee staff lauding the 
greater authority vested in the Assistant Secretary for Public Affairs 
in the interim since 1956. 

The “Analysis” section of that staff memorandum demonstrates 
that since its writing there must have been another of those rather 


abrupt changes in the majority’s viewpoint. It stated (hearings, 
252 
p. 3272): 


With a unified Defense Establishment, a unified informa- 
tion control may be absolutely necessary for the unification 
of the Defense organism cannot be completely [sic] without 
the unification of defense information. 


A lesson to be learned from this example of the sharp reverse in the 
line of criticism directed at the Defense Department is that it would be 
impracticable and useless, as well as grossly improper, for Government 
officials to abdicate their responsibilities ‘and yield to every impulse 
of their critics, when this runs contrary to what the officials believe is 
good judgment in the proper discharge of their duties. The vagaries 
of their critics only reinforce this conclusion, for there is the further 
obvious and basic factor that the affairs of an executive department 
can be managed effectively only by its own officials, who are familiar 
with the circumstances of a particular matter and who have the time 
and necessary background to appreciate its many ramifications in 
terms of the other operations of that department the same day, years 
before, and in the future. 

This expression of opinion runs counter to the obvious views of the 
subcommittee staff and the subcommittee chairman, which seem to be 
that they are well qualified to advise the Department as to how not 
only its duties but its “family life’ and “housekeeping” can best be 
carried on; hence, here my apology for the presumption of expressing 
an opinion. 

An additional example of possibly unwarranted intrusion into the 
administration of the Department is provided by the chairman’s 
letter of March 26, 1958, to Maj. Gen. Joe W. Kelly, Air Force 
Director of Legislative Liaison, requesting (see exhibit TIL to this 
minority report): 


a written report from you, as soon as possible, on the proce- 
dure for “coordination” by Mr. Snyder of information for 
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Congress about the Air Force Missile Test Center. Please 
provide a specific citation of all authorities, either written 
or verbal. Specify dates on which you were given orders to 
clear information for Congress through Mr. Snyder, the 
wording of the orders and all other pertinent information. 


That the chairman of the subcommittee was not “fooling” is 
evident from the closing sentence of the letter to General Kelly, which 
tells him that: 


The subcommittee expects a prompt reply to this inquiry 
directly from you without any ‘‘coordination,” clearance, or 
revision by the Office of the Assistant Sec retary of Defense 
for Public Affairs. 


Note that the letter advises the general that, in making his reply, 
he is not to consult or advise with any superior officer. The general is 
to work this one out on his own. 

A congressional committee’s objective scrutiny of Government 
departmer nts can produce most valuable results, but a committee 
cannot hope to actually manage the departments ‘and it goes beyond 
the bounds of propriety and of good sense when it attempts to dictate 
details of a department’s organization and administration. 


VI. ImporRTANCE OF SECURITY 


Particularly when the question is whether security considerations 
demand a certain decision, it is important to move cautiously in 
second-guessing and criticizing officials. There are two especially 
important reasons for this. 

One is that in this area it is most necessary to be fully acquainted 
with all the facts and to have a “feel,” derived from continuing 
experience, for the potential intelligence value of particular informa- 
tion. 

The second reason is that in this area the consequences of too many 
errors on the side of laxity could be the destruction of the democratic 
system which the free flow of information is intended to nourish. 
The majority report states on page 151, as a preface to its conclusions: 


The handling of information from the Military Establish- 
ment during the past 2 years has involved the most vital 
issues facing the American people today. The new age of 
atoms, missiles, and space travel has presented the United 
States with probably the greatest challenge in this Nation’s 
history. 

Never before in our democratic form of government has 
the need for candor been so great. 


This is very true. It is also true, however, that never before has 
the need for security consciousness been so great. Although the 
report pays occasional lipservice to this fact, it does not, all in all, 
really face up to the unpleasant significance of our circumstances 
today—our involvement in an unprecedented cold war of intense 
scientific development and propaganda maneuvering, and the develop- 
ment of weapons that can threaten our continent so that we dare not 
again concede all the advantages to the enemy and hope to come 
from behind after the outbreak of a major war. 
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The majority report would make a real and constructive contribu- 
tion if it focused attention intelligently on both facets of this prob- 
lem—the need for security as well as the need for candor—and if the 
report also abstained from unsubstantiated insinuation and sensa- 
tional beating of strawmen and, instead, gave suitable recognition to 
the importance and difficulty of the problems and to the sincere and 
effective efforts of Government officials to meet them. 

The following comments were addressed to Mr. Murray Snyder at 
hearings before Subcommittee No. 6 of the House Armed Services 
Committee by its chairman, Congressman F. Edward Hébert, (Demo- 
crat, of Louisiana) on March 10, 1958: 


I ask my questions, being conscious not only of my respon- 
sibility as chairman of the committee but being conscious 
of my own background, and it sort of annoys me sometimes 
to hear news commentators, television commentators, and 
newspaper editors write about the flow of free news, and I, of 
course, believe in that. However, I believe they escape the 
full evaluation of their own responsibility that they owe it 
their own country, and in their eagerness to get news and 
get it first, they sometimes violate the security of the country, 


to the detriment of the country. That is what concerns 
— 


An incidental lesson to be learned from hearings such as the one 
just mentioned, conducted by committees with important responsi- 
bilities in connection with Defense Department activities, is that the 
Department officials must consider the viewpoints of various con- 
rressional voices expressing diverse conclusions on complex problems, 
but that in the final analysis the officials must exercise their own 
judgment, assume sole responsibility, for the carrying out of the 
duties imposed upon them by the Constitution and the laws enacted 
by the Congress. 

The writer of this minority report recognizes the fact that some of 
the many employees of the Defense Department have misused—even 
abused— the authority given them to classify and to make available 
records in the possession of the Department. 

However, he still clings to the idea that, inasmuch as the Fore- 
fathers wisely created and established three separate and distinct 
coordinate departments of government—while the Congress and its 
committees are charged with the duty and responsibility of attempt- 
ing to assist and be helpful to the other departments, they are not 
authorized to take over and perform or even to direct the manner in 
which any of the other departments shall perform its functions. 


CONCLUSIONS 


1. This subcommittee, established 3 years ago to conduct a sober, 
intelligent and objective study on behalf of the Congress, has ap- 
parently become dedicated to self-serving ‘“‘press agentry” and its 
own self-perpetuation. It hints at some 70 additional investigations 
and hearings. 

2. Purporting to crusade under the honorable banner of the 
‘‘people’s right to know,” the subcommittee staff has attained pub- 
licity by the grossest sort of ‘management of the news.” 
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3. The subcommittee’s imposition upon the executive departments 
is not only exasperating, but, in the opinion of some, positively harm- 
ful to the public’s interests. 

To the extent that the subcommittee’s sensationalized press re- 
leases and other public statements succeed in creating the illusion 
that enables the subcommittee to justify its freewheeling existence, 
it serves also to breed a dangerous disregard for the security problems 
forced on this Nation by an unprecedented cold war. 

Further, the irresponsible harassment of Government departments 
by staff members imposes a costly burden, especially for the Defense 
Department, in catering to the unpredictable whims of the sub- 
committee staff and trying to keep pace with its unceasing and re- 
petitive stream of written and oral queries. Aside from the tax 
money going down the drain with every hundred man-hours, there 
is the supreme irony that it’s the very information officials who spend 
all day trying to get out the real news who must sacrifice hour after 
hour to explain in minute detail how the subcommittee has its facts 
all wrong again. ‘The voluminous exhibits included in the 3,564 
pages of the record to date give some idea of the subcommittee staff’s 
“Jeafraking”’ talents. 

4. In addition to its ‘‘press agentry,’’ the subcommittee has for- 
feited much of the respect the committee should receive as an agency 
of congressional inquiry as the result of its tactics in issuing opening 
statements that prejudge the issues before sessions of hearings begin, 
distorting the record by inviting as non-Government witnesses only 
persons who will express the desired point of view on a particular 
subject, and gagging executive branch officials who attempt to 
respond. 

5. By being a negative nuisance to the Departments, the subcom- 
mittee also has failed in its obligation to justify the money it spends by 
cooperating constructively in developing genuinely useful ideas. It 
can hardly consider as a very satisfactory fruit of the last 2 years’ 
labor its few highly generalized recommendations, which reflect little 
more than a refusal to accept facts as disclosed by the evidence in the 
record, an eagerness to take credit for ideas developed by executive 
departments, and a bland disregard of complications. 

Nor can much be said for the sole legislative fruit of the subcom- 
mittee’s life, the weird one-sentence amendment proposed to title 5, 
United States Code, section 22, which the chairman urged on the floor 
of the House should be passed because it was ‘‘a very timid first step”’ 
and really would not have a substantial effect on existing law (Con- 
gressional Record, Apr. 16, 1958, pp. 5862-5891). Apparently, the 
moral is that we should vote for even a meaningless bill. Whatever 
its effect, it is good for a high degree of publicity. 

6. There should be an immediate stop to the folly of this ‘chairman 
knows best” attitude on every question that arises, no matter what 
aspect of Government operations it involves. Three Members of 
Congress, an attorney, and three former reporters should not be 
ashamed to admit that they can’t run the executive branch of the 
United States Government. As has been pointed out in a previous 
report, it is well to remember that “lacking the years of experience of 
many of the officials and employees of the executive departments, 
their final conclusions upon the efficiency or lack of it with which 
these various departments conduct their business could be misleading 
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or incorrect’’ (23d report of the Committee on Government Opera- 
tions, April 22, 1958, H. Rept. No. 1619, p. 81). 

7. In sum, the writer has regretfully found it necessary to modify 
drastically the appraisal of the subcommittee’s work that he submitted 
in its first report (25th intermediate report of the Committee on 
Government Operations, July 27, 1956, H. Rept. No. 2947). 

At that time, before the subcommittee became intoxicated with 
power, it was a pleasure to remark: 


The staff has made a painstaking, extensive, thorough, and 
impartial investigation. 

Though not in agreement with some of the rulings as to the 
admissibility of evidence or comments made, the chairman 
of the subcommittee is entitled to commendation for the able, 
fair, and dignified manner in which the hearings have been 
conducted. 


To again work under that kind of a situation would be a pleasure 
as well as a relief. The distasteful chore of making an effort to set 
straight a badly warped record is an unpleasant burden. 

Respectfully submitted. 

Ciare E. Horrman, 
Minority Member, 
Special Subcommittee on Government Information. 


Exursir I 


[Editorial by William C. Baggs, editor, the Miami News, February 26, 1958, 
Weird Logic From Mr. Moss] 


Wetirp Logic From Mr. Moss 
(By Bill Baggs) 


In an academic patch at Syracuse University, before the guileless 
faces of a young covey of journalism students, a Congressman named 
John S. Moss last week shot at a small conspiracy between the Federal 
Government and the American press. 

He missed. 

* * * *K « * * 


* * * Mr. Moss said ‘‘a large segment of the press” had participated 
in “an informal censorship of nonmilitary information” at Cape 
Canaveral, where we sometimes lob missiles into outer space. 


PUBLICITY HELPED 


Mr. Moss thought this was real bad. 

He said the publicity which spewed all over the world before this 
“voluntary censorship” actually had helped to bring about the first 
successful satellite launching. 

Usually, I take the firm position that all Democrats are 100 percent 
correct, no matter what they are arguing about. We all are victims 
of our heritage. But in this event, I think the logic of Mr. Moss is 
weird. 

The record will reveal that the Department of Defense cranked up 
its publicity men several days before the attempt to fire the Vanguard 





290 AVAILABILITY OF INFORMATION 


and its satellite. Every day, the world was told that on a Wednesday 
morning the United States was going to shoot a moon into the air. 
And the world was waiting. 


SOARED 2 FEET 


Wednesday came and Wednesday left and the Vanguard was yet 
sitting on her launching pad at Canaveral. On Friday, we finally got 
her up—about 2 feet up. Then, she fell over and the satellite rolled 
out and down into a sandy gulch, beeping. 

Even with ear muffs, a fellow could hear the hee-haw from abroad. 
NATO was all shook up. Our allies went around Europe in disguise 
and one scientist told me he was thinking about going into real 
estate. 

Out of these ruins, fanned by the Soviet Union, came an arrange- 
ment whereby the ink-stained wretches of the American press, ob- 
serving the business of Canaveral by telescopes from a nearby beach, 
were allowed on the base. In return, they agreed not to speculate 
on the missile firing of the Jupiter-C, which went up. 

The newspapermen got a nice, close look at the works. The 
arrangement was that the newspapermen would write all they wanted 
to when the Jupiter-C failed or succeeded. 

The design of this conspiracy was to eliminate a repeat of the 
Vanguard tragedy. 

And it worked. 

EXTENT OF CONTRACT 


The press got more information, for use when the Jupiter was 
fired with the satellite. The United States was not put in a position 
of a boy bragging about how well he could walk a high wire and then 
falling on his face. 

This was the extent of the “censorship” contract between the missile 
men and the newspapermen. 

Certainly, it was better than the confusion and tragedy which 
followed the great Vanguard flop. 

Mr. Moss notwithstanding. 
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Exuipitr II-A 


[Story from the Evening Star, Washington, D. C., December 18, 1957, Moss Hits 
Criticism of Vanguard Publicity] 


ee 
7 Seat 


Moss Hits Criticism oF VANGUARD PUBLICITY 


Representative Moss, Democrat, of California, chairman of the 
House Subcommittee on Government Information, today deplored 
what he called “unwarranted criticism’ of publicity about the ill- 
fated Vanguard satellite test. 

In a letter to Murray Snyder, Assistant Secretary of Defense for 
Public Affairs, Mr. Moss said: 

‘All honest efforts to keep the public fully informed on the progress 
of our earth satellite capabilities will continue to receive my unquali- 
fied support.” 

Since failure of the Vanguard test rocket on December 6, there has 
been widespread criticism of publicity about the project. Some 
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Members of Congress and others say such tests should be conducted 
in’secret to‘avoid damage to United States prestige in event of failure. 


SECRECY OVERRULED 


‘Two officials of the Navy, which supervises Project Vanguard, told 
the Senate Preparedness Subcommittee earlier this week that they 
favored secrecy for the December 6 test, but were overruled by 
Mr. Snyder, the Pentagon’s information chief. 

Mr. Snyder replied Monday night that it was his responsibility to 
give the public news of Defense Department operations, ‘‘not to 
exploit the successes and hide the failures.” 

Mr. Moss, who frequently criticizes military secrecy, added in his 
letter to Mr. Snyder: 

“The interest of the press in the launching only mirrored the re- 
cently aroused concern of the people over the progress of the Vanguard 
yroject 
a PEOPLE CALLED OVERCONFIDENT 


“There is the implication in this criticism (of Vanguard test pub- 
licity) that the moral fiber of the American people is such that they 
can be told only good news. This is an implication which I deeply 
resent and flatly reject.” 

Mr. Moss also said he was glad to hear that Mr. Snyder did not 
succumb ‘‘to the hysteria, calling more secrecy” after the Vanguard 
failure. 

Mr. Moss said the people of the free world were overconfident 
about United States capabilities in the missile and satellite field, and 
he added: 

“This was largely attributable to a lack of information about the 
actual accomplishments of our research program. 

“Such dangerous overconfidence could easily be reestablished if 
the Defense Department adopted a policy of announcing only our 
successes in satellite testing. 

“Another important thing to consider, [ think is that a principle 
is involved—the principle that the people have a right to know about 
their Government’s failures as well as its successes. 

“In a democratic society the people’s right to know all possible 
nonsecurity information cannot be disregarded. Governmental 
programs stand or fall depending on public acceptance or rejection of 
those programs.” 

PUBLISHER DIFFERS 


Representative Osmers, Republican of New Jersey, publisher of 
the Englewood (N. J.) Press Journal, said yesterday he thought 
President Eisenhower was unwise in permitting advance announce- 
ment of the Vanguard firing. 

“The press should get together and adopt a policy of reporting 
these tests that will not do the Nation the incalculable harm that 
the Vanguard reporting did,” he said. 
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Exursit II-B 


[Story from the Washington Post, December 19, 1957, Satellite News Critics 
Assailed] 


SATELLITE News Critics ASssAILED 


(By. B. L. Livingstone) 


Representative John E. Moss (Democrat, of California), chairman 
of the House Subcommittee on Government Information, yesterday 
deplored what he called unwarranted criticism of publicity about the 
ill-fated Vanguard satellite test. 

In a letter to Murray Snyder, Assistant Secretary of Defense for 
Public Affairs, Moss said: 

‘‘All honest efforts to keep the public fully informed on the progress 
of our earth satellite capabilities will continue to receive my unqualified 
support.” 

Since failure of the Vanguard test rocket on December 6, there has 
been widespread criticism of publicity about the project. Some 
Congressmen and others say such tests should be conducted in secret 
to avoid damage to United States prestige in event of failure. 


TWO OVERRULED BY SNYDER 


Two officials of the Navy, which supervises project Vanguard, told 
the Senate Preparedness Subcommittee earlier this week that they 
favored secrecy for the December 6 test, but were overruled by Snyder, 
the Pentagon’s information chief. 

Snyder replied Monday night that it was his responsibility to give 
the public news of Defense Department operations, ‘‘not to exploit 
the successes and hide the failures.” 

Moss, who frequently criticizes military secrecy, added in his letter 
to Snyder: 

‘The interest of the press in the launching only mirrored therecently 
aroused concern of the people over the progress of the Vanguard 
project. 

“There is the implication in this criticism (of Vanguard test pub- 
licity) that the moral fiber of the American people is such that they 
can be told only good news. ‘This is an implication which I deeply 
resent and flatly reject.” 

Moss also said he was glad to hear that Snyder did not succumb 
to the “hysteria” calling for more secrecy after the Vanguard failure. 

Moss said the people of the free world were overconfident about 
ve States capabilities in the missile and satellite field, and he 
added: 

“This was largely attributable to a lack of information about the 
actual accomplishments of‘our research program. 

“Such dangerous overconfidence could easily be reestablished if the 
Defense Department adopted a policy of announcing only our suc- 
cesses in satellite testing. 

‘Another important thing to consider, I think, is that a principle 
is involved—if the principle that the people have a right to know 
about their Government’s failures as well as its successes. 
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“DEFENDS RIGHT TO KNOW 


“In a democratic society the people’s right to know all possible 
nonsecurity information cannot be disregarded. Governmental pro- 
grams stand or fall depending on public acceptance or rejection of 
those programs.” 

Snyder, in his statement Monday, said “no responsible official has 
ever recommended to me that the public interest required a complete 
blackout of information with respect to any Defense Department pro- 
gram of a nonsecurity nature.” 

And, he added, the Vanguard project is a scientific endeavor of a 
nonmilitary nature. 

Representative Frank C. Osmers, Jr. (Republican, of New Jersey), 
publisher of the Englewood (N. J.) Press Journal, said on Tuesday 
that he thought President Eisenhower was unwise in permitting ad- 
vance announcement of the Vanguard firing. 

“The press should get together and adopt a policy of reporting these 
tests that will not do the Nation the incalculable harm that the Van- 
guard reporting did,”’ he said. 

Osmers spoke at Cape Canaveral, Fla., after watching a successful 
test of the Air Force’s Atlas intercontinental ballistic missile. 


Exurisit III 


Letrrer oF Marcu 26, 1958, From Cuarrman Moss To Mag. GEN. 
Jor W. Ketuy, Arr Force Director or LEGISLATIVE LIAISON 


Marcu 26, 1958. 
Maj. Gen. Jor W. KELLY, 
Director, Legislative Liaison, Department of the Air Force, 
The Pentagon, Washington, D. C. 

Dear GenerRAL Ketxiy: During the week beginning February 24, 
1958, a staff member of the House Government Information Sub- 
committee discussed information problems with Maj. Gen. Donald N. 
Yates, commander of the Air Force Missile Test Center, Cape 
Canaveral, Fla., and with other officials at the installation. 

The staff member requested information on visits by outsiders to 
the center during 1957 and on security problems involved in controlling 
information about activities there. The material requested was 
transmitted to you by General Yates on February 28, 1958, but it 
was not transmitted to the subcommittee until March 13, 1958. 

In the interim, during a series of telephone calls to you and to 
Maj. Edgar L. Secrest of your office, the subcommittee was informed 
that the material from General Yates and a transmittal letter which 
vou had prepared were being “‘coordinated”’ by Assistant Secretary of 
Defense Murray Snyder. 

On March 10, 1958, you informed the subcommittee that you have 
been instructed to clear with Mr. Snyder every item of information 
about the missile test center before it was transmitted to Congress. 
Authority cited for this clearance was a memorandum of October 25, 
1957, from Mr. Snyder to the Director of the Air Force Office of 
Information Services which informed that official: ‘“The Depart- 
ment of Defense will be consulted by the missile test center concerning 
the reply of any inquiry not covered in this memorandum.” 
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You stated you also have been referred to Mr. Snyder’s memoran- 
dum of March 3, 1958, to the Secretaries of the Army, Navy, and Air 
Force on the subject, Procedure for Press Coverage of Firings at 
the Missile Test Center, Cape Canaveral, Fla. 

In addition, you informed the subcommittee that your actions 
clearing information for Congress with Mr. Snyder were based on 
verbal orders from him, stating: ‘“My verbal orders are that any 
request from Congress touching on the missile test center will be 
coordinated with Mr. Snyder. This means anything, whether it has 
to do with public information matters or not. This applies to all 
congressional committees and all individual congressional requests.’ 

The subcommittee will appreciate a written report from you, as soon 
as possible, on the procedure for “coordination” by Mr. Snyder of 
Information for Congress about the Air Force Missile Test Center. 
Please provide a specific citation of all authorities, either written or 
verbal. Specify dates on which you were given orders to clear infor- 
mation for Congress through Mr. Snyder, the wording of the orders 
and all other pertinent information. 

The subcommittee expects a prompt reply to this inquiry directly 
from you without any “coordination,” clearance, or revision by the 
Office of the Assistant Secretary of Defense for Public Affairs. 

Sincere lv ’ 
JoHn E. Moss, Chairman. 
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ADDITIONAL VIEWS OF HON. JOHN E. MOSS, CHAIRMAN, 
AND HON. DANTE B. FASCELL, MAJORITY MEMBER, 
HOUSE GOVERNMENT INFORMATION SUBCOMMITTEE 


It is regrettable that Representative Hoffman attempts to paint the 
important fight for freedom of information as a mere controversy 
between a congressional subcommittee and Federal officials. 

The report to which Mr. Hoffman objects was adopted by the House 
Government Operations Committee after each of the 30 members had 
opportunity to study it for 2 weeks. No other committee member of 
either political party availed himself of the opportunity afforded by 
the rules of the House to associate himself with Mr. Hoffman’s vituper- 
ative attack. 

The conclusions of the report, based upon the extensive investiga- 
tion by the House Government Information Subcommittee, are sup- 
ported by other groups which have studied the information activities 
of the Defense Department. These include such organizations as the 
President’s Commission on Government Security (Wright Commis- 
sion), the Defense Department’s own Committee on Classified Infor- 
mation (Coolidge Committee) and such nongovernmental groups as 
Sigma Delta Chi, the national professional journalistic society. 

All of the facts developed in the subcommittee’s careful, 2-year study 
of Defense Department information practices are set forth in the re- 
port; the unprejudiced reader can decide between the conclusions and 
recommendations adopted by the House Government Operations Com- 
mittee and the charges made by Mr. Hoffman. 
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MILITARY AIR TRANSPORTATION 


JUNE 26, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-EIGHTH REPORT 


SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On June 25, 1958, the Committee on Government Operations had 
before it for consideration a report from its Subcommittee on Mili- 
tary Operations entitled ‘Military Air Transportation.” 

After consideration of the report as submitted by the subcommittee, 
upon motion made and seconded, the report was approved and adopted 
as the report of the full committee. The chairman was directed to 
transmit a copy to the Speaker of the House. 


I. Basis or Inqurry 


This report is based on investigations and hearings by the Military 
Operations Subcommittee which reviewed the policies, procedures, 
and operations of the Department of Defense in the transportation 
of military air cargo and passengers. Particular attention was given 
to the Military Air Transport Service (MATS), which maintains & 
large number of transport aircraft, and is designated the ‘ ‘aingle 
manager operating agency’ ’ for military air transport. 

Commercial air carriers believe that MATS, as the largest single 
air transport activity in the world, is unfairly competitive with 
their own operations and detrimental to the economic well-being of 
the industry. Organizations and individuals who represent the com- 
mercial air carriers petitioned the Subcommittee to make an inquiry 
into the MATS operation. 


1 
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HEARINGS HELD 


After preliminary staff investigations, the subcommittee held public 
hearings in January and February 1958. Executive session hearings 
were held on January 6 and February 4, 1958, to obtain classified 
information. 

Representatives of industry and labor organizations concerned with 
air transportation, as well as a number of commercial operators 
experienced in Government contract operations, were invited to testify. 
The subcommittee also heard Government witnesses from the Depart- 
ment of Commerce, the Civil Aeronautics Board, the Office of Defense 
Mobilization, and the Department of Defense. 

The Secretary of Defense designated the Air Force as the agency 
to coordinate the testimony from military witnesses. Hon. Dudley 
C. Sharp, Assistant Secretary of the Air Force (Materiel), served in 
this capacity and was the leading witness for the Department of 
Defense. Others spoke for the Army, Navy, and Air Force and the 
Office of the Assistant Secretary of Defense (Supply and Logistics). 

A list of witnesses is appended to this report (sec. XIX). 


REVIEW OF CONTRACTS 


In his opening statement on January 8, 1958, Chairman Holifield 
explained that the reason for calling the hearings so early in the 
session was to afford an opportunity for congressional review ‘of pend- 
ing Air Force contracts under which a limited number of commercial 
carriers would undertake to operate MATS aircraft and perform 
transport and certain other activities in response to MATS instruc- 
tions. 

Commercial carriers registered strong opposition to this so-called 
bailment program, not only because of specific contract terms and 
provisions, but because they believed it did not offer an adequate 
solution to the problem of Government competitition with industry 
in air transportation. 

40-20 FORMULA 


Another matter of controversy concerned the meaning and effect 
of a directive by the Senate Appropriations Committee (approved in 
a conference report of the Congress) that the Department of Defense 
should reprogram funds for procuring from commercial carriers 40 
percent of MATS passenger and 20 percent of MATS cargo require- 
ments in fiscal year 1958. 

The Department of Defense contended that these percentages 
had been met or exceeded if the total volume of Department of Defense 
airlift procurement is considered. Against this position, the civil 
carriers contended that the congressional committee directive on 
percentage of traffic referred specifically to MATS, and that these 
ratios had not been met. 


SYSTEMATIC REVIEW OF MILITARY AIRLIFT 


To evaluate these and other important points of controversy, the 
subcommittee made a systematic review of Department of Defense 
airlift activities and of plans for utilizing civil aircraft in the event of 
mobilization. 
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In his opening statement the chairman said (hearings, p. 2): 


The subcommittee desires to have a completely objective 
and fair hearing. We recognize that there are many con- 
troversial points of testimony. We hope by frank inter- 
change of facts and opinions to narrow the areas of dis- 
agreement and to provide the basis for sound policy 
recommendations by the subcommittee. 


The subcommittee believes that its hearings provide the most 
comprehensive public record available of MATS and other airlift 
operations in the Department of Defense. This record, and the 
evaluation presented in the report, should be helpful to the Appro- 
priations Committees and the legislative committees of the Congress 
interested in this matter. Chairman Holifield notified a number of 
these committees by letter that the hearings were being held and in- 
vited them to send staff observers. 


II. PRELIMINARY OBSERVATIONS 


The subcommittee affirms here what the chairman and other mem- 
bers made plain in the course of the hearings; the paramount concern 
of this subcommittee is a strong national defense. 


MILITARY IMPACT ON CIVIL ECONOMY 


National defense is the professional concern of the military, but the 
subcommittee cannot accept the Department of Defense testimony 
as the last word on this subject. Military needs, in the final analysis, 
are satisfied by civilian industry and private enterprise. The judg- 
ment that bears upon these needs cannot be exclusively military, 
particularly when military policies and operations make heavy impact 
upon given sectors of the civilian economy. This is certainly true 
in the case of military air transportation. 


CIVIL CARRIERS’ ROLE 


The industry witnesses rest their case on the potential contribution 
of their industry to national defense. They frankly admit in this 
connection that they have an economic interest at stake. The civil 
air carriers want more Government business, and they believe that 
they can carry passengers and property for the military services more 
cheaply and more efficiently than MATS. A strong healthy industry, 
its spokesmen argue, will enable the civil carriers to perform important 
wartime missions assigned to them. 

There is even more compelling urgency in the plea of those carriers 
who find themselves in rather desperate financial straits. The 
smaller, mainly noncertificated, carriers depend on the Department 
of Defense for the largest part of their business. Indications that a 
fall-off in such business was forcing certain carriers to curtail or 
suspend operations were given to the subcommittee in the course of 
the hearings. 

UNANIMITY OF VIEWS 


There was a surprising degree of unanimity in the testimony from 
witnesses representing industry and labor organizations and the civil 
agencies of Government. Despite varied and sometimes opposing 
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economic interests—management as against labor, scheduled as 
against nonscheduled carriers, large carriers as against small ones— 
most witnesses were sharply critical of the Department of Defense 
policies, procedures and operations in military air transportation. 

The hearings produced novel and constructive suggestions by 
industry and union witnesses. It behooves the Department of Defense 
to give sympathetic consideration to those proposals—and more than 
that, to act upon those which are most appropriate and feasible. 


AIR FORCE POSITION 


Air Force witnesses, objecting to characterizations of MATS as too 
large, too costly, ine ficient, and the like, were blunt enough to suggest 
that the civil carriers were reaching out for a “business plum.” 
Further, the Air Force witnesses suggested that by “persuasive 
advocacy” civil carrier spokesmen might carry the argument of 
MATS competition to the point where arbitrary 1 reductions in MATS’ 
size or operating rate would be forced, jeopardizing the national 
security. 

The Air Force position is that MATS competition is a misnomer if 
not a myth; that it is improper to speak of MATS competing with 
civil air carriers when MATS is an integral part of the defense system 
of the United States. 

from its heavily barricaded defense position, reinforced by re- 
peated references to Joint Chiefs of Staff war plans, the Air Force 
then proceeds to argue that its military air transport fleet must be 
“exercised”? in peacetime, and that it would be uneconomic and 
wasteful of the taxpayers’ money simply to “bore holes in the sky.” 
As a consequence, MATS has developed into a worldwide air trans- 
port system, moving military cargo and passengers on regularly 
scheduled routes and competing heav ily with the civil carriers en- 
gaged in international air transportation. 


CONTENDING ASPECTS 


MATS has a vital defense role; but for that matter, so does the civil 
air industry. If the Air Force contends that persuasive advocacy on 
the part of the civil carriers may lead to arbitrary demands for cur- 
tailment of operations which could reduce MATS’ wartime capability, 
the civil carriers can argue with equal cogency that a hard indifference 

to their problems on the part of the military will impair their poten- 
tial contributions to national defense. 

It becomes a proper subject of inquiry to ascertain how far MATS 
is departing from its defense role when it engages in commercial-type 
operations; likewise to ascertain how much the civil carriers really 
can contribute to defense. 

Complex questions are posed by this inquiry. The subcommittee 
will attempt to deal with them on the basis of its best judgment 
and the available information. 

To those military critics who say that the civil air carriers are 
pursuing a selfish economic interest, and to those civilian critics who 
say that MATS is engaging in “empire building,” the subcommittee 
rejoins that the issues cannot be so simply disposed. There is an 
element of truth in both of these aspects, but the ae truth concerns 


the national defense and the public good. To this larger consideration, 
the subcommittee report is addressed. 
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III. Frnpincs anp RECOMMENDATIONS 
MODERNIZATION OF MILITARY AIR TRANSPORT SERVICE FLEET 


The Military Air Transport Service is a complex command and 
operating organization which controls more than 1,400 aircraft 
employed in varied technical services (Air Photographing and Chart- 
ing Service, Air Rescue Service, Airways and Air Communications 
Service, Air Weather Service, and Flight Service), training and testing, 
troop carriage, aeromedical evacuation, special air missions and sche 
uled transportation of passengers and cargo for military and other 
agencies. Personnel exceeded 120,000 and reported yearly costs of 
operation exceed $700 million. 

Approximately 600 aircraft are engaged in overseas transportation 
on scheduled worldwide routes. The transport phase involves the 
equivalent of 29,000 full-time military and civilian personnel and a 
yearly outlay of $225 million in operating costs. 

According to Air Force testimony, the size of the transport fleet is 
fairly well stabilized, although 50 new large cargo planes on order and 
being delivered will replace, capacitywise, 120 smaller obsolete planes. 


Recommendation No. 1 


The Department of the Air Force should take vigorous steps to 
modernize the Military Air Transport Service fleet by weeding out 
obsolete planes, sponsoring new developments and techniques in air 
transportation, and by acquiring new, large, long-range aircraft of 
the most modern types as a nucleus for defense capability. 


ROLE OF MILITARY AIR TRANSPORT SERVICE 


Department of Defense directives and Air Force regulations add 
up to a policy of full and preferential use of Military Air Transport 
Service resources in peacetime military airlift before resorting to the 
services of commercial air carriers. This policy, which is applicable 
to overseas airlift, is the reverse of stated Department of Defense 
policy in regard to use of commercial carriers in domestic air trans- 
portation. 

The Military Air Transport Service has grown steadily year by 
year in volume of passengers and cargo traffic handled. The number 
of passengers and tons of cargo/mail carried has almost tripled since 
1951. 

By running a scheduled airline for overseas transportation, the 
Military Air Transport Service is in effect preempting a field which 
should be occupied by the commercial air carriers. While the Air 
Force contends that scheduled air movement of passengers and cargo 
provides essential training for war missions, the subcommittee believes 
that such training could best be achieved by use of the transport 
fleet for handling nonscheduled and emergency traffic, for special 
requirements beyond the capability of civil carriers, and for various 
technical missions. 


Recommendation No. 2 
The Military Air Transport Service should concentrate on outsize 
and special-cargo traffic and technical missions, leaving to the civil 


air carriers the primary responsibility for the transportation of pas- 
sengers and the more conventional kinds of military cargo. 
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Recommendation No. 3 


The applicable military directives and regulations should be re- 
drafted to eliminate the preferential position of the Military Air 
Transport Service in peacetime military airlift and to establish, con- 
sistent with other recommendations in ‘this report, a full partnership 
role for civil carriers in moving peacetime military traffic and in 
contributing to war readiness through the Civil Reserve Air Fleet. 


Recommendation No. 4 


In the event the applicable military directives and regulations are 
not redrafted to eliminate the preferential position of the Military 
Air Transport Service and an effective program is not developed for 
expanding the use of commercial air services, the Congress should 
adopt appropriate legislation to achieve these objectives. 


EXPANSION OF CIVIL RESERVE AIR FLEET 


The Civil Reserve Air Fleet, presently comprising 368 privately 
owned and operated 4-engine ‘aireraft, is an immensely valuable 
defense asset. An expansion of this fleet would save the taxpayers 
a part of the heavy costs involved in procurement and operation of 
military transport aircraft. Government outlays for modification of 
Civil Reserve Air Fleet aircraft and for spare parts and equipment 
required for wartime use are relatively small. 

The Air Force tends to limit the defense role of the Civil Reserve 
Air Fleet, contending that civil carriers cannot respond quickly 
enough for immediate emergency needs, lack sufficient cargo capa- 
bility, and are not readily adaptable to varied wartime tasks. Des- 
pite 6 years of planning and negotiation, standby contracts between 
the Air Force and individual carriers in the Civil Reserve Air Fleet 
have not been signed. 

The subcommittee believes that the limitations placed upon the 
civil fleet as a defense reserve can be overcome by proper planning 
and by providing business incentives to the civil carriers to acquire 
new aircraft more suited to military uses. 

In view of Air Force testimony that an overall deficit exists in 
cargo airlift needed to meet wartime requirements, and that this 
deficit remains after all military and civil cargo capacity is totaled, 
the subcommittee cannot understand or condone the failure of the 
Air Force to comply with the requests of the Congress that the 
Military Air Transport Service allocate a greater share of its cargo 
traffic to the civil air carriers as an incentive for these carriers to 
procure more of the modern type cargo aircraft to be added to the 
Civil Reserve Air Fleet. The civil carriers have expressed a willing- 
ness to procure more of these modern cargo aircraft if given any 
encouragement by the Government to do so. 


Recommendation No. 6 

The Civil Reserve Air Fleet should be expanded and more closely 
integrated with military airlift missions. It is especially important 
that the Air Force enc ourage the civil air carriers to procure more 
modern cargo aircraft for the Civil Reserve Air Fleet, by allocating 
to these civil carriers a larger share of the cargo traffic of the Military 
Air Transport Service. Such action would more adequately provide 
the incentive necessary to overcome the dangerous risk inherent in 
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the deficit that now exists in meeting overall wartime requirements 
for cargo airlift. 


Recommendation No. 6 


The planning basis for civil fleet readiness, now set at 48 hours, 
should be changed to provide for the more prompt use of civil carriers 
in emergencies, such plans to be tested by realistic exercises. 


Recommendation No. 7 


The Joint Chiefs of Staff should reexamine their criteria and re- 
quirements for heavy-cargo airlift in the interest of qualifying more 
civil aircraft for membership in the reserve fleet. 


Recommendation No. 8 

The Air Force should proceed promptly to complete the purchasing 
and placement of emergency equipment and spare parts for reserve 
fleet aircraft. 
Recommendation No. 9 

Final action should be taken by the Air Force to enter into standby 
contracts with the reserve fleet carriers for emergency airlift services. 
Recommendation No. 10 

The reserve fleet carriers should proceed to negotiate standby con- 


tracts with their pilots and crews to assure their availability for emer- 
gency service. 


EXERCISE OF CIVIL RESERVE AIR FLEET 


Air Force policy, as outlined in Air Force Regulation 76-19, states 
with regard to the use of civil air transport resources: 
Insofar as practicable, this employment of civil resources 
will be designed to exercise the Civil Reserve Air Fleet in 
planned or potential wartime activities. 
The Honorable Dudley C. Sharp, Assistant Secretary of the Air 
Force (Materiel), officially designated spokesman for the Secretary of 
emesis at the subcommittee ‘hearings, acknowledged the responsi- 
bility of the Department of Defense for taking some action in this 
area and stated that it was an appropriate matter for investigation. 
Recommendation No. 11 


The Department of the Air Force, at the direction of the Secretary 
of Defense, should establish policies and programs for procurement of 
commercial air services which are designed to utilize more fully the 
available excess capacity of civil air carriers participating in the 
Civil Reserve Air Fleet and to give the participating carriers more 
direct experience in performing military airlift missions. 


LONGER TERM CONTRACTS FOR COMMERCIAL AIR SERVICES 


Air Force Regulation 76-19 states as a matter of policy that the use 
of civil air transport resources— 


will be planned as far in advance as practicable for economy, 
effectiveness, and stability. 
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In contrast to the steady growth of traffic handled by the Military 
Air Transport Service, procurement of commercial air services has 
been erratic, varying by years and by seasonal or other short-term 
periods. The up-and-down swings in the proc urement of commer- 
cial air services and the monthly calls for such services by the Military 
Air Transport Service have created difficult problems for the civil air 
industry in planning for the use of crews and equipment. 


Recommendation No. 12 


The use of firm contracts, now in effect with a limited number of 
commercial air carriers, should be continued and expanded to include 
more carriers. Such contracts should be awarded on a 12-month basis. 


BUDGETARY ESTIMATES FOR COMMERCIAL AIR SERVICES 


For fiscal year 1958, the Department of Defense was directed by the 
Senate Appropriations Committee, with the endorsement of a confer- 
ence committee of both Houses, to reprogram funds for the purpose 
of procuring 40 percent of the passenger requirements and 20 percent 
of the cargo eee nts of the Military Air Transport Service from 
commercial air carriers. The Department of Defense disputed the 
merits of this dinetave and refused to reprogram the necessary funds. 
The subcommittee believes that such controversies can be avoided in 
the future by the earmarking of specific dollar amounts in appropria- 


tion bills for the procurement of commercial air services by the Mili- 
tary Air Transport Service. 


Recommendation No. 13 


The Department of Defense should present to the Appropriations 
Committees budgetary data clearly showing the estimated dollar 
amounts of commercial air services to be procured by the Military 
Air Transport Service for each fiscal year ahead, and the proportion 
that these services constitute of the total airlift to be performed by 
the Service. These data then can be used as a guide by the Appropria- 
tions Committees in making appropriations to the Military Air 
Transport Service and to the separate military departments for 
purchase of airlift services under the industrial fund. 


ABANDONMENT OF AIR FORCE BAILMENT PROGRAM 


The Air Force recently proposed a so-called bailment program, in 
which civil air carriers would be hired under contract to fly Military 
Air Transport Service aircraft on an experimental basis for the 
movement of passengers in the Pacific area and cargo in the Atlantic 
area. 

Civil air carrier spokesmen objected strongly to the bailment 
program on the grounds that industry was not fully consulted, the 
objectives of the prograin were not clearly stated, incentives to 
industry were lacking, and for other reasons. At the subcommittee’s 
suggestion, made during the hearings, the Air Force agreed to defer 
further consideration of the program until a later date. 


Recommendation No. 14 


Department of the Air Force should abandon the bailment program 
completely and plan for expanded procurement of commercial air 
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services to strengthen the Civil Reserve Air Fleet as proposed in other 
recommendations. 


TRANSPORTATION ADVISORY COMMITTEE 


Witnesses speaking for various segments of the civil air industry 
expressed dissatisfaction with the seemingly arbitrary and unilateral 
decisions of the Department of the Air Force and the Military Air 
Transport Service in connection with air transportation policies and 
programs affecting the industry. 

The testimony of the military witnesses indicated that various 
councils and boards are set up at the Secretary of Defense level for 
industry consultation, but these appear to be too remote from the 
operating agencies to afford close liaison and consultation on matters 
of immediate interest to industry groups. 


Recommendation No. 15 


_ The Air Force should establish for the Military Air Transport 
Service a transportation advisory committee broadly representative of 


the civil air industry and organized so as to provide for periodic and 
special consultation. 


JOINT MILITARY-CIVIL WORKING GROUP 


Pursuant to a suggestion made by the chairman of the House 
Committee on Interstate and Foreign Commerce in 1957, the Civil 
Aeronautics Board undertook to contact the Department of Defense 
concerning the possibility of joint planning for maximum use of civil 
carriers in military airlift and for allocation of future military traffic 
so as to encourage the civil carriers to obtain additional aircraft of 
importance to the national defense. 

The Civil Aeronautics Board’s letter of invitation to the Depart- 
ment of Defense, written after this subcommittee commenced public 
hearings, received a favorable reply from the Department of Defense. 


Recommendation No. 16 


The Civil Aeronautics Board’s proposal for a joint military-civil 
working group to review continuously and establish the basis for 
planning the optimum use of civil carriers by the Department of 
Defense should be adopted. The joint working group should be 
staffed by high-level personnel and should receive the active support 
of the sponsoring agencies. ‘The group should consider recommenda- 
tions made in this report and advise the subcommittee by the end of 
this calendar year as to the extent of progress made. 


MOBILIZATION OF CIVIL AIR TRANSPORT RESOURCES 


Planning responsibilities for wartime mobilization of civil air 
transport resources are distributed among several Air Force and other 
agencies of the Department of Defense, the Defense Air 'Transporta- 
tion Administration in the Department of Commerce, the Civil 
Aeronautics Board, and the Federal Civil Defense Administration, with 
only nominal supervision by the Office of Defense Mobilization. 

The Defense Air Transportation Administration is concerned mainly 
with the Civil Reserve Air Fleet program to supplement military require- 
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ments, the Civil Aeronautics Board with the war air service pattern 
for essential civilian needs, and the Federal Civil Defense Administra- 
tion with the national emergency defense airlift for civil defense 
purposes. 
Recommendation No. 17 

Civil agency responsibilities in planning for mobilization of civil air 
transport should be consolidated or otherwise reorganized and staffed 


in a manner to insure that these responsibilities “will be effectively 
discharged. 


Recommendation No. 18 


The new Office of Defense and Civilian Mobilization, to be estab- 
lished by Reorganization Plan No. 1 of 1958, should assume an active 
role in reorganizing civil agency planning functions, emphasizing the 
expansion of the civil air transport resources of the Nation rather than 
the allocation of limited resources among claimant agencies. 


NEW STUDY OF CIVIL AIR POLICY 


The report on Civil Air Policy, prepared by the Air Coordinating 
Committee in 1954 at the direction of the President, was the last 
official report to review in broad scope the problems of long-range 
development of civil air transportation and to make comprehensive 
policy recommendations. Many of its constructive recommendations 
were ignored or only partially effected. In the meantime new de- 
velopments and problems have arisen which demand consideration. 
Recommendation No. 19 

The President, in whom is vested directly the authority for defense 
mobilization and preparedness, should direct a new study of civil air 
policy, building on the 1954 report of the Air Coordinating Committee 
and bringing it up to date. 


Recommendation No. 20 


The new Office of Defense and Civilian Mobilization, in behalf of 
the President, should undertake to organize the study project on civil 
air policy, obtaining representation from the militar y and civil agencies 
of the Federal Government and from the air transportation industry, 7 
and providing terms of reference which will lead to specific rec om- 
mendations for administrative and legislative action. 


REPORT TO SUBCOMMITTEE ON AUDIT PROGRAM 


The Military Air Transport Service will commence industrial-fund 
operations in fiscal year 1959 for airlift services to be provided to the 
military departments. The new funding basis for airlift operations 
involves complicated adjustments in budgetary and administrative 
procedures and the development of a tariff structure for charging the 
using activities at rates sufficient to maintain the fund. 

While industrial funding has certain advantages in the performing 
of commercial- or industrial-type services, the subcommittee wishes 
to emphasize that this funding method will not by itself assure good 
management or provide a basis for valid cost comparisons between 
military and civil air transportation. 
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Subsequent to the subcommittee’s investigations and hearings the 
Comptroller General advised Chairman Holifield that the General 
Accounting Office had started a long-range audit program of MATS, 
including a review and evaluation of management and operations 
under the industrial-fund concept. 


Recommendation No. 21 


The Comptroller General should submit to the subcommittee, as 
soon as possible, a preliminary report of its progress in the audit 
program, noting any matters which warrant further congressional 
attention and investigation. Additional reports on the audit pro- 
gram should be submitted by the Comptroller General to the subcom- 
mittee as these reports are completed. 


REORGANIZATION OF MILITARY TRANSPORTATION AGENCIES 


The Air Force is the single manager for overseas airlift services, and 
the Military Air Transport Service is its operating agent. In this 
capacity, the Military Air Transport Service provides overseas airlift 
services to the Department of Defense and (when authorized) other 
Government agencies through its own fleet and also procures supple- 
mental services from commercial carriers. Various commands of 
the Air Force and the Navy have transport-type aircraft of their own, 
in addition to the “‘common user’ services provided by the Military 
Air Transport Service. 

In domestic transportation (including air transportation) the Army 
is the single manager for traffic management and the Military Traffic 
Management Agency is its agent. The Military Traffic Management 
Agency is concerned with all modes of transportation. Among other 
duties, it arranges for the movement of military passengers in groups 
of 15 or more and supervises Air Force and Navy contracting opera- 
tions for domestic cargo airlift. 

The Air Materiel Command of the Air Force manages a domestic 
cargo service providing airlift for some 50 Air Force bases and installa- 
tions in the United States under contract to 4 private carriers. This 
service is known as Logair. 

The Air Materiel Command of the Air Force manages a domes- 
tic cargo service operating between both coasts with intermediate 
pickup and delivery points, under contract to one private carrier. 
This service is known as Quicktrans. 

The Navy is the single manager for ocean transportation, and the 
Military Sea Transportation Service is its operating agent. In this 

capacity, the Military Sea Transportation Service provides ocean- 
datseiiaed services to the Department of Defense and (when authorized) 
to other Government agencies through its own fleet and also procures 
such services from commercial carriers. 

The Joint Military Transportation Committee of the Joint Chiefs 
of Staff receives and evaluates requirements of the three military 
departments for overseas air transportation and allocates available 
space of the Military Air Transport Service on a monthly basis. The 
Military Sea Transportation Service also is used for carrying air 
passengers or cargo diverted from the Military Air Transport Service 
when backlogs accumulate. 


' 
~ 
s 
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to 











12 MILITARY AIR TRANSPORTATION 


Recommendation No 

The Secretary of Defense should give consideration to reorganizing 
the management and operating functions of the various military 
agencies in the transportation field, so that traffic management for 
all forms of transportation, domestic and international, would be 
lodged in a single agency and operating functions under central 
traffic management would be better integrated. 


IV. Bastc Data on Miuitrary Atr TRANSPORT SERVICE 
ORGANIZATION 


During World War II there were two major service-operated air 
transport organizations: (1) the Air Transport Command (ATC), and 
(2) the Naval Air Transport Service (NATS). At the end of the 
war, both the ATC and the NATS continued their operations on 
a greatly reduced scale. 

The Military Air Transport Service (MATS) was organized June 
1, 1948, representing the consolidation of ATC and NATS. The 
MATS operation became an Air Force responsibility. 


MISSION 


The mission assigned to MATS was the transportation by air of 
personnel (including the evacuation of sick and wounded), materiel, 
mail, strategic materials, and other cargoes for all military agencies, 
and for other Government agencies when authorized, subject to 
established priorities. 

Secretary of Defense Forrestal’s concept, in directing the creation 
of MATS, was that it would establish, maintain, and operate all 
military air transport, with certain exceptions. In particular, he pro- 
posed that MATS be responsible for the servicing of all fixed and 
regularly operated trunk routes, domestic and foreign. 

Excluded from MATS’ mission was the responsibility for the tactical 
air transportation of airborne troops and their equipment, the initial 
supply and resupply of units in forward combat areas, and the sup- 
plying of the major part of Navy airlift needs. 

The Navy retained responsibility for the development and operation 
of large seaplane transports; also control of transport aircraft required 
for internal administration and the fulfillment of Navy missions. 

In addition to airlift operations, MATS was assigned responsibility 
for certain other services, such as flight control over established routes 
and development of ‘‘all weather’ transport flight techniques. 

A Military Air Transport Board was established, consisting of a 
representative from each of the three military services. The Board 
was to act in an advisory capacity to the MATS commander for the 
purpose of dealing with disputes which might arise among the military 
services concerning air transport provided by MATS. 


RESTATEMENT OF MISSION (1952) 


DOD Directive 5160.2, dated January 25, 1952, restated the mission 
of MATS without significant change. MATS was described as a 
“unified air transport organization.’”’ The declared intent was “to 
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provide a single air transport service for the Department of Defense 
in the interest of economy and efficiency.” 


However, no additiona) transport units or activities were trans- 
ferred to MATS by this directive. 


RESTATEMENT OF MISSION (1956) 


DOD Directive 5160.2 was reissued on December 7, 1956, restating 
the MATS mission and designating MATS as the single manager 
operating agency for airlift service in the Department of Defense. 

The stated purpose of the 1956 directive in making the single- 
manager assignment was, among other things, to insure that D-day 
and wartime airlift requirements are met. Through MATS the Air 
Force would integrate into a single Department of Defense agency 
all transport-type aircraft engaged in scheduled point-to-point service 
or susceptible of such scheduling; also such organizational and other 
transport aircraft as the Secretary of Defense might designate. 

The Secretary of each military department was directed to abolish 
any organizational unit or part thereof performing airlift functions 
which duplicated those of MATS under its new assignment. 


AIRCRAFT AND SERVICES TRANSFERRED 


The single-manager assignment resulted in these transfers of air- 
craft to MATS: (1) all existing MATS transport aircraft including 
those assigned to special missions and aeromedical evacuation units; 
(2) all transport aircraft of the naval components of MATS and all 
4-engine transport aircraft of the Fleet Logistics Air Wings 
(Flogwings) with certain exceptions noted later; (3) all heavy trans- 
port aircraft of the troop carrier elements of the Tactical Air Com- 
mand. 

For administrative convenience, the following technical services 


(nonairlift) of the Department of the Air Force were assigned to 
MATS: 


Air Photographic and Charting Service 
Air Rescue Service 

Airways and Air Communications Service 
Air Weather Service 

Flight Service 


In addition to the foregoing, MATS operates an aircraft ferrying 
service for the United States Air Force, although this function is 
carried out by MATS’ Continental Division rather than by a separate 
service. 


ar WN re 


SIZE AND COMPOSITION 


More than 1,400 aircraft were assigned to MATS in the first quarter 
of fiscal year 1958. Of these, 448 or 31 percent were identified as 
“strategic transport” aircraft. 

The Air Force defines “‘strategic air transport’’ as the movement of 
passengers, cargo, and mail for the Department of Defense between 
United States and overseas bases and between overseas bases. It does 
not include domestic medical air evacuation. 

The number of transport aircraft actually available to MATS varies 
from time to time, depending on new acquisitions, transfers from other 
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services under the single manager assignment, aircraft in major over- 
haul status, aircraft on loan to other units, and phasing out of older 
aircraft. 

Breakdown by number and type of aircraft assigned to designated 
MATS activities for the fiscal years 1955 through the first quarter of 
1958 is given in exhibit H of the subcommittee hearing record (hear- 
ings, pp. 833 ff.). Table 1 summarizes the distribution of MATS 
aircraft by designated activities: 


TABLE 1.—Aircraft assigned to MATS, fiscal years 1954 through 1st quarter of 1958 


| | 
Troop | Turbo- | Special | 
jprop test} air mis- | All other 


| | | | 

| Strategic | Airevac-| Formal | | 
jtransport| uation |training| Ferry | carrier 

| | 

| 


s | | ; 
® | sion 
S | | | 
Sattct SPIE osa ot “Eratcat Pope oa 
0 \2/| 2 elelelelelelelelelelelelel = 
ac l|El/SIEISIEISIEISIElSIElLSIEl SIE) & 
SSi/E) EEISIEISIEISIEISIEISIEIS/E\ & 
= <i!ai/<|a|< Ala jei<)e aja) < ala] a 
ering tieaiaannmenitiasidiiaciiaiitins ms Sen | | — -| ame af sien fas 
ae | | | | | | | | 
Aggregate: | | | | | | | | | | | | 
lst quarter fiscal year | | | | | | | | | | 
1958 1, 444! 448) 31.0) 32!) 2.2) 35!) 2.4) 45) 3.1) 165)11.4 | 40} 2.8) 679) 47.0 
June 30, 1957 .--| 1,393) 447| 32.1} 37! 2.7) 39) 2.8] 51] 3.7 } 2} 0.1; 34) 2.4) 783) 56.2 
June 30, 1956 1, 454| 507) 34.9) 32) 2.2) 41/ 2.8) 50) 3.4 4| .3| 36) 2.5) 784! 53.9 
June 30, 1955 : 1,456) 511) 35.2! 34) 2.2) 40) 2.7; 41! 2.8 28; 1.9) 802) 55.2 
June 30, 1954 1,379, 431) 31.3; 44) 3.2); 37) 2.7) 32) 2.3 31} 2.2) 804; 58.3 





Norte.—The figures in this table for the Ist quarter, fiscal year 1958, differ from those appearing on p. 833 
of the printed hearings, due to corrections subsequently furnished by the Air Force. 


The transport aircraft assigned to MATS include 4-engine types 
required for overseas operation. MATS had a total of 645 4- 
engine aircraft as of January 31, 1958, including 150 troop carrier 
©-124’s transferred to MATS from the Tactical Air Command. 
Most of these aircraft were engaged exclusively in overseas transport. 
Some were used for administrative, formal training, and other pur- 
poses. Table 2 shows a breakdown by types of the 592 MATS 
4-engine aircraft engaged in overseas passenger and cargo operations. 


TABLE 2.—MATS passenger and cargo operation by type aircraft as of Jan. 31, 1958 





Percent || | Percent 
Type | Number | of MATS || Type Number | of MATS 
| total as- || | total as- 
| signed signed 
salad ahaa beter ai || —— eased hi ~|-———-} - = 
Passenger: | | || Cargo—Continued | 
C-97 12 i] n6D._.... sO 24 | 
C-118 75 i] C-133 pieaiaolel 6 | 
R-7V 28 1] | —-—_- 
——— ---| 1} CMe Fisk 445 | 75.2 
Subtotal aio spt 115 19.4 fee 
=— Passenger/cargo: C-121___--- 32 | 
Cargo: 1 a 
C-54... 69 || PEO iac kn scorescn~e] 32 | 5.4 
rich cttcwtthe ations) 32 | 
C-118--_-- 6 | Grand total '.........- 592 | 100. 0 
C-124 : 5 308 














1 These figures do not include those aircraft assigned to the training activity (TTU) at West Palm 
Beach consisting of 4 C-54’s, 5 C-118’s, 4 C-97’s, and 10 C-124’s. 


PERSONNEL 


MATS had a total of 122,282 officers, airmen, and civilians as of 
December 31, 1957. This number represents about 14 percent of 
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Air Force personnel strength. Table 3 shows the distribution of 
assigned MATS personnel by designated divisions or services: 


Taste 3.—MATS personnel strength as of Dec. 31, 1957 


Hoademertert, MAT G «4:02.19 0sn06iehetipebedtidiaaaeeines An 1, 234 
IEE TPCT banc iq se pp as heel oa aie a anette nae 19, 455 
Copeman Taverne ot. oe ee, See a eee 121, 943 
Pattie Divisiem@.. . oii i 23st. Cet A ae a eR eee 213, 875 
Airways and Air Communications Service_..............------------ 35, 510 
Bae WORRII: ORWICC a ia no nisics Steed REINA Aw bs once ee 12, 735 
Bae POS TE IG oo ok ne Scere ws oe eben aeons na 3, 184 
Air Photographic and Charting Service__...:........--------------- 6, 893 
1254th Air Transport Group (SCgteh OFF SEN css ecco nnee 1,112 
1405th Airbase Squadron (Scott Air Force Base)___..........-..----- 3, 020 
Joolead: aim-clelenes £686Gin <0. c casey anwar ees eee 3, 321 

SOREL: vacdenu 6s nen tieenn’ ee ikaieus akan ae 3 122, 282 


! Includes 7,113 troop-carrier personnel. 
2 Includes 1,152 troop-carrier personnel. 
3 Includes 8,265 troop-carrier personnel. 


Total assigned personnel vary in number from year to year. In 
the first quarter of fiscal year 1958, MATS reported 125,059 as com- 
pared with 103,268 in fiscal year 1954. Those assigned to air trans- 
port divisions were 55,568 in the first quarter of fiscal year 1958 as 
compared with 41,394 in fiscal year 1954. Table 4 shows MATS per- 
sonnel by fiscal years, giving military and civilian complements and 
air transport division ‘personnel as distinguished from others. 


TABLE 4.—MATS assigned personnel, fiscal year 1954 through 1st quarter fiscal 






































year 1958 
| Air transport divisions Services, 
MATS |_ ust independent 
total | units, and 
Number Percent headquarters 
lei ponents oa 
lst quarter, fiscal year 1958: | 
Oda wadisscnedd esnsindwelieeeee 125, 059 55, 568 | 44.0 69, 491 
f cease 
Military --- ce 105, 771 | 45, 316 43.0 60, 455 
Civilian. | 19, 288 10, 252 53.0 9, 036 
Fiscal year 1957 eT ee tA ay ge sp 

., << eee patina 113, 884 | 44, 397 39.0 69, 487 
Military. -.- inti ciesnomnsdhaaeamicote 95, 699 35, 424 37.0 60, 275 
Civilian. = ieenciegcntiasidndlinaliaiaeae ae: 18, 185 8, 973 | 49.3 9, 212 

Fiscal year 1956: , ws ny ay “ . 

_, ar Siddiedtonwdkbolinied ae 107, 795 43, 349 | 40.2 64, 446 
Military _-_.-- sua ‘ isn epeilaea | 89, 474 34, 454 38. 5 55, 020 
Civilian... __- abs dttiomd$bidesgsbebebeinia 18, 321 8, 895 48.6 9, 426 

Fiscal year 1955: / be) f 

Tue... “a ‘ 104, 065 41, 684 40.1 2, 381 
IN ii ki hl eee 90, 989 35, 849 | 39.4 55, 140 
CE ccc cncibemuactideeadisnatioanadae | 13, 076 5, 835 44. 6 7, 241 

Fiscal year 1954: | 

Ti 3 sccccniceincntinds spelen 103, 268 | 41, 304 40.1 61, 874 
Military_.__- aeons eae 90, 371 34, 665 | 38.3 55, 706 
COM a hhck dan chibi des aedh ddbnbetaswked 12, 897 6, 729 52.2 6, 168 











The Air Force explains that the number of persons on to the 
air transport divisions does not portray the number actually engaged 
in “airlift” or “support of airlift” operations, since the divisions also 
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perform many activities not related to airlift. These include troop 

carrier, aeromedical evacuation, ferry of aircraft, formal flight train- 
ing, turbo-prop testing, support ‘of tenants of other commands located 
on MATS bases, and support of other MATS missions (Air Weather 
Service, Air Rescue Service, and others). 

The number of persons engaged in direct and supporting MATS 
transport activities has been reported by the Air Force as 27,108 
(direct only), 29,165, and 29,551 in fiscal years 1955, 1956, and 1957 
respectively.’ Table 5 shows the number of man-years employed ; “nm 
the transport missions of MATS for fiscal year 1957 by organiz 'a- 
tional and functional categories. 


TaBLe 5.— Man-years employed in MATS transport activities, fiscal year 1957 


| Total Officer | Airman Civilian 





























I. By organizational category, fiscal year 1957: 
Air-transport divisions: 
Atlantic Division... .------ iseciste danni beeeroaen 16, 453 2, 203 11, 524 2, 726 
COMERORGEL ZIIV ISICON... once nnecccccucusnces- 4, 264 655 2, 741 868 
BE ii aine sxnnpnndacns¢ewshcinpins 8, 163 1,174 5, 273 1, 716 
NE NIE Binns atthe am gee ote ee 28, 880 4, 032 19, 538 5, 310 
Headquarters MATS and independent 
SI, See ds Joni ddn kan cesta 671 146 311 214 
Total man-years..........-...---------- 29, 551 | 4,178 | 19, 849 5, 524 
II. By functional category, fiscal year 1957: 
Direct expense functions: 
Crews-.--_- Sinctah MT Benencins sr i a tig Sd 
Field and organizational maintenance_.-_-- CG Bis chd wcccubneledtsadaasdabtawsdtenaubints 
Total, direct expense functions. _.....-.-- MOR 4.52 | ea co ek Ma 
Indirect expense fiinctions: | ie | al 
I i i cna einait 3, 047 ctepiteceai 
ae WOE Bene cpece Bae oe Seat 
Ce ok eo on ccicmcnnccal BGO Gres anpanendiminsetachadincnasesiindern 
en Sees ii cation duksinisertianentereee ted SEED Sew idneticiaae Rapin baad e dn eneeiet 
Traffic_- cle bance Camcemncnbicrhstiteddaland GES Vick dei xcuidnteasteseadeeunps 
Total, indirect expense function. --_-_--- A: BIE Bence nichieeabncs Bemeueicesaceinimecaan niet 
Headquarters MATS overhead and independ- 
SG ee Rr ea tnie eticiencvamemamnnmcs 671 snnceloinea tine igamcbmmbaects 
Total man-years employed in the strategic . $ 
SOLE NN oe. 53 nn egret nce UE nivicntthermntinwes | hnipibkinauaapea aera 





Note.—The figures in this table vary from those appearing in the table on p. 832 of the printed hearings 
due to corrections subsequently furnished by the Air Force. 


ROUTES AND BASES 


MATS operates a worldwide air-transport system, flying over 
110,000 miles of world routes, with activities and bases in more than 
25 countries. Some 60 bases and airfields worldwide provide en- 
route and turn-around support for scheduled MATS operations. 

Command jurisdiction over 8 major air installations in the Zone of 
Interior is assigned to MATS as well as 3 island bases in the Atlantic. 
MATS also maintains operational control over the military segment 
of Washington National Airport. 

Of the 8 Zone of Interior installations, 5 are major transport bases, 
1 provides transport and other training, 1 supports the Air Photo- 
graphic and Charting Service, and 1 supports headquarters MATS 
and subordinate headquarters and activities. 


1 These figures vary slightly from the figures appearing on p. 833 of the printed hearing, due to corrections 
subsequently furnished by the Air Force. 
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The MATS transport divisions are organized as follows: Atlantic 
Division with headquarters at McGuire Air Force Base, Continental 
Division with headquarters at Kelly Air Force Base, and Pacific 
Division with headquarters at Travis Air Force Base. 

The Atlantic Division serves a northeast area which includes 
Labrador, Greenland and Newfoundland, Iceland, the United King- 
dom and Europe, and moves some traffic to North Africa. 

The Continental Division serves North Africa as far east as 
Dhahran in Saudi Arabia, the Caribbean and routes as far south as 
Rio de Janeiro, and certain operations in conjunction with the Air 
Research and Development Command across the South Atlantic as 
far as Ascension Island. 

The Pacific Division serves the entire Pacific area, including Alaska, 
as far west as Dhahran in Saudi Arabia. The principal route is the 
mid-Pacific route through Hickam in Hawaii, Wake and Midway to 
Tokyo; there is also a route through Kwajalein, Eniwetok, and 
Manila, and a once-weekly flight over the so-called Embassy Route 
which takes in Saigon, Bangkok, New Delhi, Calcutta, Karachi, and 
Dhahran. 

Overseas points served both by MATS divisions and by scheduled 

commercial air carriers of the United States are set out in the hearings 
(p. 39). 
Scheduled MATS flights are set up on a quarterly basis according 
to specified priorities, and additional operations are determined on 
a month-by-month basis, subject to change within the month. Many 
more trips are flown each month than are listed in the quarterly 
schedule (hearings, p. 564). 

Within overseas theaters, MATS does not engage in regular trans- 
port operations but does move traffic between overseas terminals 
where theater airlift is not available or adequate. 

Within the United States, MATS handles traffic which reportedly 
cannot be accommodated by commercial facilities because of security, 
weight, size or other restrictions. MATS presently is conducting 
airlift within the Zone of Interior on a nonscheduled basis for missiles, 
special weapons, and other outsize cargo, such as built-up aircraft 
engines. 

In the aeromedical evacuation system, MATS carries military 
patients from overseas areas to and within the continental United 
States. The overseas phase of this mission is handled in conjunction 
with the regular overseas transport, and the domestic phase is handled 
by specially adapted aircraft assigned to five aeromedical evacuation 
squadrons. 

TRAFFIC 


More than 1 billion ton-miles of MATS airlift were generated in 
fiscal year 1957, of which 770,846,255, or 76 percent, were utilized. 
The ton-miles utilized for passenger traffic were 277,076,212, and for 
cargo and mail were 493,770,043. 

A total of 658,523 hours was flown by MATS transport aircraft in 
fiscal year 1957, of which 544,865, or 83 percent, were devoted to air- 
lift; and 113,658, or 17 percent, were devoted to training, test, and 
administration. 

More detailed figures are available for calendar year 1957. The 
totals vary somewhat from those for the fiscal year. 
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Table 6 shows the monthly distribution of total hours programed 
and flown, and the division of flying hours among transport, training, 
and testing and ferrying. 


TABLE 6.— MATS flying hours, calendar year 1957 

















Calendar year 1957 | Total hours | Transport Training Test and | Hours pro- 
flown | a | gramed 
ae Bsa Mii e D | nh) SS 

RN ge ne tcc 52, 632 | 42, 625 | 91, 363 71 57, 394 
NDS. oo toe etowattl 49, 765 | 40, 284 8, 558 923 54, 232 
ES ee Sie a 56, 825 | 46, 584 | 9, 447 | 7,094 | 57, 211 
port. eae 54, 103 | 43, 411 | 9, 867 | 825 | 53, 883 
May.._..- = VE 52, 185 | 41, 989 9, 299 | 897 | 52, 124 
June__... ha es 46, 553 38, 844 6, 807 | 902 | 52, 869 
Pensa... iSSsatholed 52, 27: | 43, 506 7, 735 | 1, 032 | 55, 324 
iene os csi 51, 933 | 42, 565 | 8, 256 | 1,112 | 53, 783 
September_.___-_________. =e 49, 579 | 40, 662 | 8, 003 ti 53, 744 
October --_- o 55, 200 | 45, 916 8, 300 | 984 | 58, 009 
November... : 50, 853 | 42, 706 7, 218 929 58, 756 
RPS So inc ben 52, 778 | 44, 325 7, 467 | 986 58, 618 

Total 624, 679 i 513, 417 100, 093 | “i, 169 if 665, 947 
Percentage of total__.._- eke hitiddont 82.19 16. 02 1.79 | 


7 





Note.—These are air transport squadron actual flying hours, including Air Force and eate: but ex- 
cluding 1254th Air Transport Group (special air missions), air evacuation, troop carrier, and troop 
training unit. 


REIMBURSABLE AIRLIFT 


In addition to carrying military passengers and cargo and mail, 
MATS performs a certain amount of reimbursable airlift for other 
Government agencies, foreign governments, and other organizations. 
Table 7 shows reimbursable airlift for designated groups in fiscal year 
1957. 


TABLE 7.— Reimbursable lift for other Government agencies, foreign governments, 
and other organizations— MATS aircraft, fiscal year 1957 


: : | 
Scheduled transport and aeromedical 








t | 1254th 3 
Passengers Cargo | (special 
te =? - econ ee ae air 
. | missions) 
Number | Dollars Ton- Dollars | 
| | pounds ! | 








Federal agencies: | | | 
8,174 2, 244 | 1, 157 $50, 820 








State Department. -___._- iki. kh nbhAbpabieininde | 46 | 
I EN, ON i me 150 | HE 0s nai Ea seemed 1,027 
Veterans’ Administration ........................ 18 | DEE tb A dddavethecunsdond | 235 
Agriculture Department-.............--......--.- ne sc Ricnhsapinicdsieal la ee | 6, 673 
Treasury Department. lS enti te aunts oueusieeeaior | 10 | Ee tiacwvedbtloakastoee | 2, 059 
Special assistant to Pre et nOReRNNNE En as ane nemilseiannaisca oecan cual | 11, 598 
International Cooperation Administration--.....|........-.|--..---.--| 1, 620 1,016 | 64, 131 
doe ae conceit nadsecctcasnmenehe 9 1, 385 | 560 405 954 
= | —_ - ' - - | 
ed ae ocak cea 233 | 17,403 | 4,424 | 2, 578 137, 497 
Nonappropriated funds eRe Bd Fees ok 280 | 28,116 | 240, 112 | ee ts2..:... 
I NR oo 5 enim ccbacade 111 | 18,366} 12,077 | Bia sessnies i 
International military organizations............-..-- 375 | 49,653 108, 810 | 
National Foundation for Infantile Paralysis-_----_...- 107 | hy een eee 12, 757 
I ak re ee euisnanal 3, 276 674, 967 | 368, 426 a TED Ubédéenndann 
Republican National Committee....................]--..-.....].......... EP eersen A ee ahead 44,174 
ES Weta crc a een ee ae a 4, 382 | 793, 297, | 733, 849 "468, 502 | 194, 428 





1 Tonnage in pounds. 
2 No details available for passenger or tonnage. 


MATS and other Department of Defense aircraft provide reimburs- 
able airlift in the mutuai defense assistance program. Data are shown 
in table 8 for fiscal years 1956 and 1957. 
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TaBLE 8.— Mutual defense assistance program reimbursement for passenger and 
cargo lift for fiscal years 1956 and 1957 





























| Passenger | Cargo 
Poe ee 
Number Dollars Tons Dollars 
i 
eat mune | 
DOD aircraft: ! | 
a re ane es 18, 943 3, 796, 772 5, 417 3, 575, 914 
Fiscal year 1957. ....--- iia el 17, 462 3, 281, 694 6, 183 3, 609, 577 
MATS aircraft: | 
TAGE CIR. «in cntndscoccsncesundinniatons 14, 338 2, 657, 200 | 3,410 | 2, 502, 500 
WIRE SAO FOE oe oon ncaa covawassccdsccct ete 12, 850 2, 296, 700 3, 675 | 2, 526, 300 
| | 





i 1 Realindies MATS aircraft. 


COMMERCIAL AUGMENTATION 


MATS purchases commercial airlift services to supplement its own 


transport operations. Approximately $49,747,000 were obligated to 
these purposes for fiscal year 1957. 


The estimated expenditures for commercial airlift services in fiscal 
year 1958 are $69.8 million, and for fiscal year 1959 are $84 million. 
T he latter estimate is based on budget requests of MATS’ military 

“customers” to be paid into the industrial fund. The summary data 
on dollar procurement are presented in table 9. 


TABLE 9.—MATS dollar procurement of commercial airlift 


| Total obliga- 
tions at close 
| of fiscal year ! 


— 


| 
Fiscal year: 


j 
1954_- aes ; ; Se atateee wipe --| $29, 120,000 
1965__.. dad ; <i ohare siebsuue ----------| 214,084,672 
1956 43, 361, 850 
1957 i -.------| 49,746,935 
1958 (estimated). 4 an lee ee ext Taal tal 69, 832, 000 
1959 (estimated)... _- scan ecuadea cabelas aon damnit cecciwhpenlcqeeisaen gis) ae 


1 These totals are subject to slight adjustments subsequent to the close of the fiscal years. 

2 Includes $9.6 million of procurement of MDAP commercial airlift (not previously reported). 

3’ Estimated on the basis of the amounts requested ($313.4 million) by Department of Defense agencies for 
procurement of airlift services from the MATS industrialfund. However, the agencies’ requirements which 
are not satisfied by military capability will determine the ultimate amount of commercial airlift procured, 


During fiscal year 1957, 23 commercial air carriers participated 

in this program, of which 21 performed contract trips. Space on 
common carrier civil flights was purchased from 4 airlines, 2 of which 
provided both contract flights and common carrier space. Common 
carrier airlift accounted for approximately $27,000 of the total fiscal 
year 1957 obligations. 
Commercial carriers delivered 160,103,489 ton-miles in fiscal year 
1957. A total of 190,466 passengers and 17,482 tons of cargo was 
airlifted in the contract operation, which produced 719,010,392 
passenger-miles and 80,213,445 cargo/mail ton-miles. 

Two types of contracts for commercial airlift are used by MATS: 
firm and call contracts. The firm type is used when requirements can 
be forecast, and the call type for requirements as they arise. In fiscal 
year 1957 approximately 84 percent of the commercial contracting 
was of the call type. Further information on the use of firm and call 
contracts is given in section XVIII. 
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In terms of number of passengers and tons of cargo/mail, com- 
mercial carriers supplied, respectively, 20.3 and 10.5 percent of 
MATS total airlift for fiscal year 1957. The corresponding figures for 
the first half of fiscal year 1958 were 33.4 and 5.3 percent. The 
figures are shown in table 10. 


TaBLeE 10.—MATS airlift, including commercial, fiscal years 1954 through 1st half 
1958 











Number of passengers Tons of cargo mail 

Fiscal year Commer- Commer- 

Total Military |Commer-} cial per- Total | Military |Commer-| cial per- 

cial cent of cial cent of 

total | total 

ist half 1958_._......- 512, 642 341, 617 171, 025 33. 4 87,222 | 82, 639 4, 583 5.3 
BE ts Ae da nknncacae 939, 307 748, 841 190, 466 20.3 167, 013 149, 531 17, 482 10.5 
848, 845 700, 250 148, 595 17.5 165, 217 150, 125 15, 092 9.1 
625, 742 617, 100 8, 642 1.4 123, 808 120, 517 3, 291 2.7 
488, 764 440, 359 48, 405 9.9 85, 082 75, 173 9, 909 11.6 
482, 054 380, 886 101, 168 20.9 79, 103 59, 109 19, 994 25.3 
435, 180 323, 145 112, 035 26. 7 76, 113 52, 862 23, 251 30. 5 
345, 822 216, 670 129, 152 37.3 62, 918 43, 449 19, 469 30.9 





The significance of yearly variations and the changing proportions 
of military and commercial airlift are considered later in this report 


(section XVIII). 


COST OF OPERATION 


Reported total costs of MATS operations, including depot main- 
tenance, have grown from $525,107,000 in fiscal year 1954 to 
$722,482,000 in fiscal year 1957. Costs assigned to MATS transport 
activities have increased from $184,756,000 to $272,487,000 during 
the same period. Percentagewise, however, transport costs remain 
fairly constant, being 36.6 percent in fiscal year 1954 and 37.7 percent 
in fiscal year 1957. The breakdown of costs for designated MATS 
activities in 4 fiscal years is given in table 11. 
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TABLE 11.—MATS reported costs, fiscal years 1954-57 
[In thousands] 















































Fiscal year Fiscal year Fiscal year Fiscal year 
1954 1955 1956 1957 
Amount) Per- |Amount)| Per- |Amount}| Per- |Amount) Per- 
cent cent cent cent 
Grete ONES COE ssn nce ncnsunsdnse $525, 107 |_....- $609, 001 |_.___- $665, 878 |__...- $722, 482 |...... 
Total reported cost, MATS-_-__.....--_- 481, 269 |__.._- 560, 025 |_-..-- 596, 105 |.....-. 646, 916 |__-..- 
Depot maintenance, AMC.._____..----- 43, 838 j|.....- 48, 976 |___--- 69, 773 |...--- 75, 566 |...--- 
} sesenieiecneiondicindanasiiiiadiiasam | cs 
Technical services and other missions....| 295,944 |_....- 372, 699 |....-- 359, 552 |....-- 383, 287 |...... 
Transport activities: 
(a) Commercial augmentation..-__._- 30, 209 |_..--- 5, 642 | _._--- 43, 362 |.....- 49, 747 |..-.-- 
\= > — — —— 
(b) Strategic transport: 
1) Reported cost_.......--- 143, 260 | ....-- ie | 181, 138 |_...-- 200,011 |_..... 
(2) Depot maintenance-__-__- i jae ee | | eee Gi, Sab 1... aes 72, 476 }_...-. 
(3) Total cost__........| 184, 756 | 36.6 | 219,646 | 36.1 | 248,353 | 37.3 | 272,487 | 37.7 
(4) Less training, test and 
ferry... See | Ul 32, 103 |......| 41,420 |_....- 47,488 |_...-- 
(5) Cost of strategic } 
ene. oF 2+. | 153, 026 |._---- 187, 543 |____-- 206, 933 |_....- 224,999 |_...-- 
(c) Aeromedical evacuation: a “‘e0nr , 
(1) Reported cost_........-- os 4, 843 |_____- 6, 903 j.....- Se aie 
(2) Depot maintenance-_-__-_-. 9 Bina Oe te ces LSP t.ccaus 2, 408 4.7.2.6 
(3) Total cost.......... 9, 833 1.9 5, 726 -9 8, 171 1,2 9, 084 1.2 
(4) Less training, test and 
GORE Gin wiidhcndeicinssicibcgenttiits cidade ate ead bE Ricca ce 
(5) Cost of aeromedi- | | 
cal airlift.........; 0 838 j....-.. 6,668 |......| 6,500 {...__- | 
(d) Special air mission: ww yaks 
(1) Reported cost..........-- im. «Sea 5, 288 |_...-- & Gis... ant... 
(2) Depot maintenance... __- A Cw Boe i) id aig. SAMI eackechil yy ae 
A is enacsintndcin eciesciceste stich elieoh epee Snide tail aches ch indie tat I ee 
(3) Te cn sadicd 1 OY) Pies (4) (4) 6,440 | 10 7, 877 1.1 
(4) Less training, test and 
Ni. di i ote | Lae or Rea Bae aeeee A600: 1....<< 
(5) Cost of special air | 
missions. .......- D . N B lel OO cei 6,333 }...... GIR t..c86 
es | SE REED i . “Gy ee oe” Wee | ©. ee ie 








1 Data not available for these years, 
2 Not available. 
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The total and unit costs of operation for military transport, aero- 


medical evacuation and special air mission activities, 


1954 through the first quarter 1958, are shown in table 12. 
noted there that military transport costs of operation exclude the cost 
of training, test and ferry, and are the same costs as those reported 


under ‘ 


oo ca airlift” 


in item (b) (5) of the preceding table. 


for fiscal years 
It will be 


Ap- 


pended to table 12 is an Air Force explanation of the methods of cost 


computation. 


TABLE 12.—MATS reported costs of operations, fiscal years 1954 through 1st quarter 


1958 





Ist quarter 














Fiscal year | Fiscal year | Fiscal year | Fiscal year 
| fiscal year 1957 1956 1955 1954 
1958 
” 
Military transport: 
Ton-miles utilized._........- | 202,660,783 | 770, 839, 254 769, 461, 912 645, 511, 575 384, 081, 743 
I ee Ns os eens hc $224, 999,000 | $206, 933,000 | $187, 543, 000 $153, 026, 000 
Cost per ton-mile..___.....-- Se og $0. 29 $0. 27 $0. 29 $0. 40 
Cost per cargo ton-mile......|_.........-..- | $0. 29 $0. 27 $0. 29 $0. 40 
Cost per passenger-mile......j..........-..- $0. 032 $0. 03 $0. 032 $0. 044 
Aeromedical evacuation: | 
Patient per pax-miles flown__| 16, 973, 395 26, 826, 435 33, 245,549 | 32, 274, 271 40, 750, 280 
Cost of operation........___- 1 aemeaeaed $7,089,000 | $6, 500,000 | $5,725,000 | $9, 860, 839 
Cost per patient per pax- | 
| EE ee | adenine elie ibessas $0. 26 $0. 20 $0.17 $0.24 
Special air mission: | 
Pax-miles flown..........-.- 5, 785, 255 29, 357,595 | 27, 942, 000 | 26, 608, 475 23, 337, 383 
Cost of operation _.........-- SS pcaiemtteloawes $6, 218, 000 $5, 333,000 | $6,098, 000 $4, 815, 000 
Cost per pax-mile............ |-----2-------- $0. 21 | $0.19 $0. 23 $0. 21 


(1) The reported costs of MATS operations are accumu- 
lated and reported in accordance with AFM 177-1. Included 
are all costs chargeable to MATS organizations, wherever 
located. Reported costs include all elements of civilian 
personnel pay and allowances. Centrally procured supplies, 
aviation and ground fuel and lubricants, and contractual 
services costs are included. Base support costs, 1. e., locally 
and centrally procured housekeeping supplies, subsistence 
in kind, and base overhead, are completely recorded for 
MATS bases. These costs for units of MATS located on 
other command bases are not prorated to MATS or other 
tenant units in the hosts’ records and are, therefore, not 
reported or available to MATS. Costs recorded as MATS- 
wide contracts include the contract technician service 
program, contractual base support, en route support, and 
CRAF logistical working group and senior lodger costs. 
These costs are distributed to base support, since no valid 
method has been derived for distributing these costs to the 
various missions. 

(2) Some costs of supporting MATS are not available 
under present accounting and reporting procedures. The 
cost of service performed for MATS aircraft transiting 
bases of other commands where no MATS servicing organi- 
zation is stationed is not segregated on the host base’s 
records and cannot now be reported to MATS. However, 


aircraft fuel and lubricants issued to MATS aircraft at 
such bases 
as reported. 


are charged to MATS and included in our cost 
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(3) The reported costs of Headquarters, MATS, the 
air-transport divisions, and independent units are recorded 
in total and distributed to the various missions supported by 
these units. Each mission is charged with an appropriate 
share of Headquarters, MATS, cost and each (except the 
technical services) receives an appropriate share of base- 
support cost. The costs recorded in the base-support mission 
represent costs not properly chargeable to any of the other 
MATS missions, e. g., support of tenants, support of national- 
interest bases, support of technical services, combat-readi- 
ness _ flying, dependent schools, bands, chaplains, base 
exchanges, recruiting, veterinary service, ete. 

(4) The total reported operating cost of the transport 
mission is adjusted by the addition of the computed cost 
of Air Materiel Command depot maintenance before devel- 
oping the total and unit costs shown. As is customary in 
governmental accounting, no charge for depreciation of 
capital assets is included. 

(5) Cost of operations is not available for the first quarter 
of fiscal year 1958. The airlift operational costs are prepared 
annually at the close of each fiscal year. 


FUNDING METHODS 


Department of Defense Directive 5160.2 and the terms of reference 
for the single manager airlift service direct that the MATS transport 
operation be financed under an Air Force industria] fund in aeccord- 
ance with Department of Defense industrial fund regulations. These 
regulations and the terms of reference provide that the Department of 
the Air Force will finance under the industrial fund all authorized costs 
incurred by the agency in the provision of airlift services. 

The Congress has authorized initial cash working capital for the 
industrial fund in an amount not to exceed $75 million (Public Law 
85-170). The legislative background of this authority is set forth in 
the hearings (pp. 775-776). 

Industrial funding was scheduled to commence January 1958, but 
the date was advanced to July 1, 1958 because of difficulties in shift- 
ing over to the new funding method. 

Under the industrial fund the Army, Navy, and Air Force, as au- 
thorized ‘‘customers” of MATS, will budget and pay for required air- 
lift services on the basis of approved tariffs designed to recoup to the 
industrial fund all authorized costs for these services. At the present 
time these airlift services, except for commercial augmentation, are 
provided by MATS without charge to the military customers, and 
MATS finances its airlift services through various appropriations 
made to the Air Force. 

An analysis of this funding operation and its bearing on cost and 
other factors is given later in this report (sec. XVII). 


V. Orner Minitary AIRiuirrt OPERATIONS 


While MATS is designated the single-manager operating agency 
for airlift service in the Department of Defense, and units or organiza- 
tions performing duplicate services are supposed to be abolished, 
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MATS is only one of various military airlift services. MATS is con- 
cerned mainly with overseas cargo and passenger carriage although, 
as already noted, special missions, aeromedical evacuation and other 


airlift activities within the continental United States also are carried 
on by MATS. 


MILITARY TRAFFIC MANAGEMENT AGENCY 


The Military Traffic Management Agency (MTMA) in the Depart- 
ment of the Army is the single-manager agency for traffic manage- 
ment within the United States. Fetablished on July 1, 1956, MTMA 
is a class IT activity under the Chief of Transportation, Department 
of the Army. It reports through channels to the Secretary of the 
Army on command or policy matters but deals directly with the 
military services on technical matters of traffic management. 

MTMaA performs a traffic management function; it does not operate 
aircraft or other transportation vehicles. Its management functions 
cover all modes of transportation. Thus the Army, which has no 
transport aircraft of its own and which depends upon MATS for 
supplying transport, administrative, and some troop-carrier aircraft, 
supervises the procurement of domestic air transportation for all 
the military services. 

As described below, the military departments obtain domestic air 
transportation by special charter arrangements, by utilizing the 
common carriers, and by operating transport aircraft attached to 
their own command organizations. 

MTMA receives requests for domestic transportation from the 
military shipper services and determines how best Sts will be effected. 
The transportation modes and carriers are selected and contracts 
are negotiated by MTMA. Actual administration of the contracts 
remains with the military shipper services. 

Governing policies for MTMA are that military personnel and 
property will be moved within the United States by commercial 
carriers when such service is readily available and adequate; that all 
modes of transportation will be utilized according to their inherent 
advantages without preferential treatment; and that the least costly 
means of transportation will be selected consistent with military 
requirements, procurement regulations, and congressional policies. 


COMMERCIAL AIR MOVEMENT 


MTMA arranges for air movement of military personnel in groups 
of 15 or more when air transportation is indicated. These arrange- 
ments are designated “commercial air movement”? (CAM), and may 
consist either of a charter operation in which the entire capacity of a 
plane is purchased or a block of seats procured from regular scheduled 
services. 

Movements of individuals or of groups of less than 15 persons are 
handled by transportation officers at points of departure for travel on 
regular airlines. Military and other authorized personnel also travel 
on military aircraft when space is available. 


FLEET LOGISTICS AIR WINGS 


Until the establishment of MATS as the single-manager operating 
agency for Department of Defense airlift service, the Navy maintained 
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its own transport aircraft for overseas operations, known as Fleet 
Logistics Air Wings (Flogwings). Under the single-manager assign- 
ment, MATS acquired all Navy transport aircraft operating as a com- 
ponent of MATS and all 4-engine transport aircraft of Flogwings with 
these exceptions: that 20 aircraft were to be retained by the Navy for 
assignment to the Atlantic and Pacific fleets, and 10 were to be re- 
tained for Navy administrative airlift service. 

A Navy witness testified that a total of seventy-four 4-engine trans- 
port airplanes would be transferred to MATS on or before July 1, 
1958. These include 52 Navy aircraft already assigned to MATS. 


FLEET TACTICAL SUPPORT SQUADRONS 


The 20 transport aircraft retained by the Navy after the transfers 
will be assigned to the fleet tactical support squadrons. 

The Navy has four such squadrons assigned to the commanders of 
the United States Pacific Fleet, Atlantic Fleet, and Naval Forces of 
Eastern Atlantic and Mediterranean. The mission of these units is 
to provide airlift at the direction of fleet commanders. 

Among the major tasks assigned to the fleet tactical support 
squadrons are movement of special weapons and associated per- 
sonnel and materiel between ships and strategic sites, delivery of all 
critical personnel and materiel required to maintain fleet readiness, 
and airlift incident to deployment and management of fleet units and 
support of these units until other supply lines are established. 

Summary data on airlift operations by Flogwings and fleet tactical 
support squadrons for fiscal years 1955 through the first quarter of 
1958 are given in table 13: 


TABLE 13.—Statistics on Fleet Logistic Air Wings and fleet tactical support squadrons 





operations 
(a) Fiscal year 1955: 
Passenger ton-miles-_ ____- «« Sigceg hak Be eeea ee ae kee 44, 258, 660 
a ee Taine at omtee ed Ts RUBE FM. 22, 959, 317 
aad) tonewhaeee. 2505 fs eC ee a eee 7, 032, O11 
Total tom-Miie. i056 204.cedhedeus nesccel Seeee 74, 249, 98 
(b) Fiscal year 1956: 
PRICONG? TOURING «ib om ancir canedndcokinah cana 45, 981, 219 
Cree) CG s t L e e eeaee 23, 141, 512 
beads t60-Dilee, os kee cc again uc ducadaenkee eee 4, 876, 876 
Ot tO8-MEE ss cued ox cccienu cere are 73, 999, 607 
(c) Fiseal year 1957: 
Passenger ton-miles.... >. .......22 bencduccnnncucoroues 40, 669, 881 
OBR CORT soso icc Smee Joie a ow deere 21, 369, 484 
Mail tonmilese i... seb eek. woth weds ih cee 4, 142, 541 
"ROC Wr: 255. ok nok Srna banc cute uaeae eee 66, 181, 906 
(d) Fiseal year 1958—1st quarter: re 
Pemender totem. « «asia ca hin ccc es se ed ee 7, 244, 034 
COPeY GONANINOR. ono on icnccuncisn ckcucnn emcee 3, 552, 139 
Mull ton-mile# 3. eee. eee 697, 690 
‘Sétal tom-ie. 2.6 ck Some acd Bes een eee 11, 493, 863 


Norte.—All figures include carrier-on-board deliveries. 
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In addition to the 20 4-engine transport aircraft which will be 
assigned to fleet squadrons, the Navy will retain 10 aircraft for admin- 
istrative purposes, and all seaplanes. According to Navy information, 
the seaplanes comprise four cargo aircraft w hich are in mothballs and 
probably will be scrapped or sold. 

Summary data on Navy and Marine cargo airlifted both in the 
United States and overseas for the fiscal years 1954 through first quar- 
ter of 1958 are given in table 14. The domestic portion is further 
described below. 


TABLE 14.—Navy air cargo procurement worldwide, fiscal years 1954 through 1st 
quarter of 1958 


{Weight in pounds] 


7 
Fiscal year | Fiscal year | Fiscal year | Fiscal ye ar | Ist quar- 





Carrier 1954 1955 1956 1957 | ter fiseal 
| |} year 1958 
| } 
ers ers ena 
Military Air Transport Service_._._.._..._| 12,979,897 | 16, 183, 156 | 20, 661,480 | 26, 523, 378 5, 150, 943 
Fleet Logistics Air Wing---- ....| 21,174, 945 | 20, 882, 160 4 % 892, 466 | 17, 001, 194 2, 595, 156 
Commercial common carrier _-_- =a | 3,737,010 | 4,248,973 | 6, 205, 484 6, 986,305 | 1, 247, 484 
Contract charter (Quicktrans) - . | 11, 701,814 | 11,792, 801 | 2 a1 634, 775 20, 667,296 | 4, 939, 354 
Other military air carriers_-_-__- a ae ’ 396, 153 | 2,284,819 | 3, 296,782 3, 837, 170 be 1, 057, 455 
} j 
1 Me. 








NoTE.—All totals include Navy and Marine Corps cargo airlifted biiliiny and/or internationally 
during each fiscal year as re ported to the Bureau of Supplies and Accounts. 


QUICKTRANS 


For domestic cargo transport, the Navy operates a long-term con- 
tract air service known as Quicktrans. 

Quicktrans contracts are made on a yearly bid basis, usually with 
one operator, without option to renew the contract. In cases where 
additional domestic cargo transport is required, the Navy procures 
such services through MTMA in the Department of the Army. 

A summary of operating cost and payload performance data for 
Navy contractors on the Quicktrans operation since July 1950 is set 
forth in table 15: 


TABLE 15.—Navy perce data, fiscal years 1951 through 1st quarter 1958 




















| 1 
| Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year 
Item | 1951, C-46 1952, C-46 | 1953, C-46 | 1954, C-46 | 1955, C-46 
| (Slick) | (Slick) |(Slick-Tigers) (Flying (Resort) 
| | Tigers) 
I. Operating data: | | | 
Able sections !___-_- ba 688) 724) 692 518 490 
Baker sections ?____- 145 95) 12 25 6 
Subtotal __--__-- 833) 819) 704) 543| 496 
System miles flown. 2, 851, 955) 2, 796, 312) 2, 411, 652) 1, 995, 796 1, 644, 326 
“| $0. 85|] i $0. 7) 
Cost per plane-mile_--_- $0. 82) $0. 70); a es i} $0. 739 $0. 73 
| $0. 70! it 80. " 
II. Cost performance data: 
Total charges ..| $2, 090, 683. 98) $1, 957, 418. 40) $1, 793, 987. 19) $1, 446, 233. 23| $1, 200, 357. 98 
System ton-miles cost __- $0. 121 $0. 113} $0. 122 $0. 123} $0. 123 
System cost per pound $0. 132) $0. 115 $0. 138 $0. 124 $0. 104 
III. Payload performance: | | 
Total pounds loaded -_--- 15, 836, 396) 16, 979, 919} 13, 020, 939 11, 701, 814 11, 571, 801 
System ton-miles flown 17, 262, 151 17, 307, 900) 14, 730, 147} 11, 726, 185 9, 729, 865 
Load factors: | 
Long haul (percent) 98. 6) 98. 8) 98. 8 99.4 99.0 
System (percent) - -- 94. 0} 95. 3} 94.0 92. 1) 91.0 
| | 











3 
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TaBLeE 15.—Navy Quicktrans data, fiscal years 1951 through 1st quarter 1958— 








Continued 
Fiscal year | Fiscal year | Ist quarter, 
Item 1906, C-54 1957, C-54 fiscal year Total 
(Cal- Eastern) (Cal-Eastern)} 1958, C-54 
(TransOcean) 
I, Operating data: 
Abie s00tenge }... 2. icctessinsidosdese 520 515) 132 4, 279 
Baker sGGMOG® ss. cbsisdsiduddunenie 32 5} 2 322 
DONE ciate cet Mbictcnaadl 552 520| 134 4, 601 
System miles flown.................... 1, 968, 851 1, 889, 977 484, 397 16, 043, 266 
Cost per plane-mille.................... $1. 2432 $1. 31 $1. 225 { ? = 
II. Cost performance data: 
Pn I tdci ith as cccenentmate $2, 447, 675. 56| $2,475,869.87| $593, 464. 66|$14, 005, 690. 87 
System ton-miles cost __............-.. $0. 137 $0. 139 $0. 132 $0. 126 
System cost per pound_.-..........._. $0. 113} $0. 120 $0. 13 $0. 120 
Ill, Payload performance: | | 

Total pounds loaded - _................ 21, 634, 775) 20, 667, 296 4, 939, 354 116, 352, 294 
System ton-miles flUwn-................ | 17, 902, 722) 17, 748, 378 4, 488, 664 110, 896, 012 

Load factors: 
Long haul (percent) ..............- 4 5) 97. 7| 96. 5 97.9 
System (percent).................- 87. 6| 90. 8) 89.2 92.0 


| | | 


1 **Able’’ refers to aircraft specifically under contract. 
1 “Baker” refers to additional aircraft supplied by the contractor when required. 


LOGAIR 


The Air Materiel Command of the Air Force maintains a contract- 
operated airlift service for domestic cargo known as Logair. This is 
a scheduled cargo airlift performed by four commercial air carriers. 
The original Logair contracts were let on a competitive bid basis for 
a period of 1 year. The present contracts are negotiated contracts 
with a 2-year option clause contingent upon reduction in ‘‘plane mile”’ 
rates, requirements and availability of funds. 

The contractors serve some 50 air bases and installations in the 
United States on specified routes and flight frequencies. They 
furnish all personnel, equipment, materials, and supplies necessary to 
provide these services, except that the Gyveriina’ furnishes com- 
munications facilities along the routes flown, gasoline, oil and emer- 
gency maintenance at cost, and all cargo loading and unloading at Air 
Force bases. 

The contractors have assigned 59 aircraft to Logair, of which 52 are 
C-46’s and 7 are C—54’s. Five of the C—54’s are contractor-owned 
and 2 are on bailment. Table 16 shows the steady growth of the 
Logair system in recent years, with estimates for fiscal years 1958 and 
1959. 
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TaBLE 16.—Air Force Logair data, fiscal years 1955 through 1959 








| Fiscal year Fiscal year 





| 
Fiscal year | Fiscal year | Fiscal year | 1958 | 1959 
1955 | 1956 1957 | (budget (estimate) 
estimate) 
a ee ee | _— a ee 
I enc a bid ance nea 44, 598 | 97, 828 131, 309 | 163, 373 |. : il ail 
DN cs tars cnsencais teresa 7, 120, 727 | 17, 616, 591 124,200,682 | 27,731,879 28, 000, 000 
ef Ce 42,816,998 | 96, 131, 852 126, 588, 556 | | 9% 60, 982, 408 
ae | $5, 317,050 | $14, 001, 000 $18, 030, 000 7 $21, 700, 000 | $22, 200, 000 
Cost per ton-mile___.____- faxanes | $0. 124 | $0. 146 $0. 142 eae ou 3 $0. 139 
| 3 $0. 120 | 3 $0. 141 | SE Rvidawnas ; iliac a 
Number of bases served -__.._.-- | 411 | $19 | 6 34 | 7 50 | 
| 515 | $31 | 747 | § §2 
‘ 


' ' 
en 





1 Estimate. 

3 Does not include all Logair expansion during current fiscal year 1958. 
* Without 3 percent transportation tax. 

4 July 1954. 

* July 1955. 

6 July 1956. 

? July 1957. 

* January 1958, 

* Ist quarter of 1959 only. 


OTHER AIR FORCE TRANSPORT 


Besides Logair serving Air Materiel Command domestic cargo 
requirements and MATS serving Department of Defense overseas 
requirements, the Air Force has transport aircraft attached to 
other commands. The total number of four-engine transport-type 
aircraft assigned to Air Force commands other than MATS, in the 
aggregate almost equals the number assigned to MATS. Substantial 
numbers are assigned to the Strategic Air Command, the Tactical Air 
Command, the Air Materiel Command, and overseas commands, all 
of which engage in transport operations to a greater or lesser degree. 

The Air Logistics Service in Europe, for example, is a system that 
has been devised for use of transport-type aircraft available to the 
theater aircommander. These include some C-—54’s and troop carrier 
C-119’s which have an air assault mission on D-day but which in 
peacetime are used to support theater installations. This is a partially 
scheduled operation within the theater (hearings, pp. 733-734). 

No statistical records are kept of traffic movements of transport 
aircraft assigned to the Air Force commands other than MATS. 
Table 17 is an inventory of four-engine transport-type aircraft assigned 
to Air Force commands. These figures, as indicated in the table foot- 
note, do not include transport aircraft modified for special tasks, such 
as Strategic Air Command tankers. The tankers, with suitable ad- 


justments which can be rather easily made, are capable of hauling 
cargo. 
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TABLE 17.—Inventory of 4-engine transport-type aircraft in Air Force as of Dec. $1, 
1957 


Milittery Air Tranapett Serviee... ....c. cconsnccasdscudsunsavtocangsepes 604 
Bivetegic Air ComtitnG . « no ns000<0s dubaneannbddnnsduiniens boa 100 
TaGtiems Ba? COINS. ooo on wecdoin nods oe ean aah eae 106 
Air Defense Commas . 20 on occ cate anoutenseamaeawe we eeeeere 8 
Air Research and Development Command_..-.-............------------ 45 
Air. Materiel Commie... oo. << cc ainucedninba detest iaipdaal dd woe 99 
2, ee OG, MPO. oc. acne canada Rlasias alge ws ies a a ee 72 
ee ee 30 


Pi Tsien Pile Camm a a so nein che iw sas ps daa ee 
Air Training Command 
CARIB Command 


6 

4 

6 

Headquarter’ OVereege .. 22.56 2. Sa Sati dacinwocandwesme pe cedinatetiae 2 
Headauerters, U..5, Alp Fotee.icc. 6s 4.252 skeen Nenad ose eee 22 
Air University - - - - 3 
2 

4 


‘Total (amslaned) soc oo eons cca Waa Sa oe 1, 113 
C~198 ne nk iene acwnns ene eee ee eee 15 
C-130_ sein to allt We ia Be icant acl tna aah a a a tc 161 
C-124 sce hic tnd lsd tcc ca ld a 415 
Co O91... cent cenenbcns one nieeeiineeedieieds sae nme en eee 42 
OnE8G. _ - 2 no wc awradin sn esbmmcie win clit a ic lcs pe ee cet 96 
COT in cn anne ck dha ee Rees eee a ee eee 65 
C-54___- sy ssn snd de Sores wk de on 0s on ah mw Solas he ee ov ees cn ot nc 319 

Total (assigned)_......---- sy ss a el encanta ed A See mas a 1, 113 


Note.—Aircraft totals above do not include transport aircraft modified for special tasks, i. e., SAO 
tankers, air rescue aircraft, and long-range reconnaissance. The MATS total differs somewhat from the 
figures given in table 2 which were tabulated as of a different date. Also, Navy assigned aircraft are 
excluded from the MATS total in the above table. 


COMMERCIAL AUGMENTATION 


The military transportation bill for movement of passengers and 
property by all commercial means (air, bus, truck, rail, and water) 
exceeds $1 billion a year. Of this amount, approximatel one-fourth 
goes for procurement of air transportation, whether & common 
carrier or contract and charter operations described above. 

Procurement of commercial air services by all Department of 
Defense agencies is considerably more than MATS’ commercial 
augmentation, which in fiscal year 1957 was about one-fifth of the 
total. 

The difference between procurement of commercial air services 
defensewide and procurement by MATS is relevant to the analysis of 
the Congressional directive for procurement of designated percentages 
of MATS airlift requirements from commercial sources. Phis matter 
is considered later in the report (sec. IX). 
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Table 18 sets forth total dollar expenditures by the Department of 
Defense for fiscal years 1956 and 1957 by modes of transportation. 


TaBLe 18.—Total dollar expenditure for Department of Defense movement of pas- 
sengers and cargo by all commercial carriers, fiscal years 1956-57 


FISCAL YEAR 1957 


| | | 























| Percentage 
Mode | Domestic (International) Total | distribu- 
| | tion by 
| mode 
Gatien 2 = tip lsinsteiplapela ative a nial peace 
i a ial heb Aateaidvane ....--| $91,780,350 | $158, 514, 478 $250, 294, 828 24. 93 
ee aioes in peaneadeaeinii ee one 6, 385, 203 | maieiiiimaaee 6, 385, 203 | . 64 
Truck.... 243, 138, 000 20, 000, 000 | 283, 138, 000 26. 21 
ee... Ki ‘ | 244, 915, 529 244, 915, 529 | 24. 40 
Water (inland and ocean) -------- a 4, 456,000 | 234, 666, 106 239, 122, 106 | 23. 82 
Total____.- ee, 590, 675,082 | 413, 180,584 | 1,003, 855, 666 | 100. 00 
FISCAL YEAR 1956 
Ap: amine —— : _..-.--| $75,403,367 | $132,121,754 | $207,525, 121 | 19. 25 
Bus__ pabianinin itina apie epndabniainaemadmids 7, 611, 338 |_.--- — 7, 611, 338 | 71 
eee... .... esieaden Jaci sso reais Sat eet: can esa 24, 414, 000 | 268, 347, 152 24. 89 
Rail. - ine ; uae semabdiod 300, 126, 125 7 am 300, 126, 125 27. 84 
Water (inland and ocean) - ----- = aeeal 4, 792,639 | 289, 614, 330 | 294, 406, 969 | 27.31 
met Fe sabe este datas R CS | 631, 866,621 | 446,150,084 | 1,078, 016, 705 100. 00 





Table 19 sets forth the total expenditures during the same periods 
for air transportation. 


TABLE 19.—Total dollar expenditure for Department of Defense movement of 
passengers and cargo by commercial air carriers, fiscal years 1956-57 


FISCAL YEAR 1957 




















| Domestic | International | Total 

Certificated an apie pet m= Nestesin g Cleland abaaielli $76, 045, 214 74, 654, 880 $150, 700, 094 
Supplemental ; ; Me A BTA at eine 15, 735, 136 32, 908, 703 48, 643, 839 
ee wh thas lant tx ciple tpl nals i eaighigel tne degli aaa 1, 032, 429 1, 032, 429 
Other__- cia tap liitinlipees tat on insientibtaestinen ilies ti bibintis euleaaall 430, 040 430, 040 
Alaska Sah 3 23. JSPs 2, 460, 318 2, 460, 318 
Mail ! : adi a aint wnlagtentdane tdi PP 12, 028, 108 12, 028, 108 
Within overseas areas ?________.____- gist ake ston 35, 000, 000 35, 000, 000 

SE a clitsaictnsiatn spend staid se ‘ ee sien tig 91, 780, 350 | 158, 514, 478 | 250, 294, 828 





FISCAL YEAR 1956 








i SEES TEE EE SAO ee a ‘ with cade ale $61, 971, 358 $26, 742, 283 $88, 713, 641 
Supplemental____- bps pala bes omechebiaeudriipas ashen | 138,482,009 58, 597, 105 72, 029, 114 
Foreign ; oe ica ss nan skate baccncba akin 773, 791 773, 791 
DE ntectieearckscnkinsnanhinwsnnendoancneigianaielanbedle DAG Sd dda | 361, 244 361, 244 
Alaska ee _ é = al bbe 1, 927, 331 1, 927, 331 
Mail — : paancetonbabdtenneatanh ---|----- caine 13, 720, 000 13, 720, 000 
Within overseas areas__._-_-- ne | esa sian anisnincie’ 30, 000, 000 30, 000, 000 

i ikatincddooe ak Te 403, 367 | 132, 121, 754 207, 525, 121 

' 





1 Department of Defense reimburses the Post Office Department for the movement of military mail by 
commercial carriers. Dollar distribution by carrier not available. 


2 Commercial airlift procured by overseas theater commander. Dollar distribution by carrier not 
available. 


Refinements of the data in table 19 are presented in the hearings 
(p. 412). 
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Table 20 shows a computation of Department of Defense airlift 
by military and commercial means for the first half of fiscal year 1958. 


TABLE 20.—Department of Defense airlift traffic by military and commercial means 
for 1st half fiscal year 1958 


Passenger Cargo ton- 





ton-miles miles 

1. Overall DOD airlift (MATS, and commercial airlift, domestic and inter- 

ROI 6.0 cdi cc cninbmmiinns aednhinnsinmimetndic teal aane ae 274, 609, 211 466, 445, 631 
2. DOD airlift by commercial means (domestic and international) _......- 144, 020, 611 136, 386, 631 
3. Overall DOD international airlift (MATS and commercial)_............ 212, 437, 735 368, 540, 947 
4, DOD international airlift by commercial means___.................._-. 81, 849, 135 38, 481, 947 
5. Percent of item 2 (DOD airlift by commercial ene to item 1 (overall 

DOD airlift) for passenger and cargo separately__...............---.- 52.4 29. 2 
6. Percent of item 4 (DOD international airlift by Gukenanaal means) to 

item 3 (overall DOD international airlift) for passenger and cargo 

CUIRAEES < o odcc ccitivandnkdcumsddeodnsapenichiadabeaaeaen 38.5 10.4 





NotTe.—Figures based on actual procurement for months of July through October and estimated procure- 
ment for months of November and December. However, airmail data which is included was based on 
procurement for July through September and estimated for October through December. 


The figures in this table differ from those appearing in the table on p. 500 of the printed hearings because 
this table represents a more recent computation. 


VI. Crvit Reserve Arr FLEET 


The MATS mission and functions, as outlined in Air Force Regula- 
tion No. 23-17, dated January 23, 1958, include ‘‘monitorship of the 
overall implementation of the Civil Reserve Air Fleet plan.” 

The CRAF plan represents the designation of suitable civil aircraft 
to a mobilization fleet prepared to respond to wartime military 
demands within 48 hours. Aircraft selected for CRAF are owned 
and operated by civil carriers, but are modified at Government 
expense to permit ready adaptation to military-transport needs. 
The Government also furnishes certain strategically located spare 
parts and other facilities for use in emergencies. 

Reported Government costs of modifying CRAF aircraft and pro- 
viding spare parts, route logistics support, preparation of overseas 
bases, and planning are $38,735,000 from the beginning of fiscal year 
1953 through fiscal year 1958 (hearings, p. 237). 

Theoretically the military need for civil airlift capacity in wartime 
is determined as that portion of total requirements which MATS 
cannot fulfill. The Air Force has said that CRAF will be depended 
upon for 40 percent of our wartime requirements, and MATS for 
60 percent (hearings, p. 243). The wartime missions of CRAF and 
MATS are discussed in section XIII. 


AIRCRAFT INVENTORY 


Presently CRAF comprises 368 aircraft. These are four-engine 
types for overseas flying. In 1951 when CRAF was first established, 
it had 331 aircraft. The number has varied somewhat from year to 
year as new aircraft are included and older aircraft withdrawn. 
Two-thirds of the original 331 have been replaced by newer aircraft. 














32 MILITARY AIR TRANSPORTATION 
Table 21 shows the number of aircraft allocated each year to CRAF, 
by types, since the program began, projected through fiscal year 1960. 


TABLE 21.—Allocations of aircraft to the Civil Reserve Air Fleet 





























Year ! 
Type 
' | | | 
| 1951-52 | 1953 | 1954 1955 | 1956-57| 1958 1959 | 1960 
" : 
| | | | 
Heavy cargo: 
Lockheed L-1049H_. <diveaselbicdelakias ilies 4 a7} 33 | 40 
ned ley, ee je nat 14 10 13 27 | 32 | 46 | 54 
Douglas DC-4____ _- kaa -| 140 115 | 123 | 125 119 124 85 72 
_ _ | | |- , 
Subtotal...._......_. | 140] 129] 133 138 150 | 183 | 164 166 
Million ton-miles ?_.... a] 2 3. ae } 2.28] 2.73 3.66} 3.67 3. 92 
Passenger: 7 ae _ ; me ied re aie 
Douglas DC-4_.._.__- nt 99 | 16 | 18 33 | W titetnbetonciuas os 
Douglas DC-6B__. | | 56 57 61 24 3s 12 12 
Douglas DC-7/7B_-___-- ‘ re ie bkid Vicks Seca kinae 83 79 | 74 41 
peugmes DO-7U... ... .<2..5-... is Cokin hacen cdg daha he nis Samaaet 33 | a | 21 
Lockheed L-049______..__--. 22 22 25 Rit. i scewed =i aa em 
Lockheed L-749/749A ...____- 35 | 47 | 49 43 | WO bos ne i coctaarclh cs rw 
Lockheed L-1049G__.__.___. | a iwepeiedineias Ljameibiband Riedie 20 | 18 |---=--- 
Lockheed L-1649A _._- iat es Eel | 16 25 | 25 
Boeing B-377__-_-__- : 35 24 | 26 | 19 | DP itirceccdlsesseantoaseuk , 
Boeing B-707___.___-  ewlctal. stl eeees See o[ee =. Ea ie ale 16 
aes hey i aca SE, ee eae 
Grand total__.___- ; 331 294 | 308 317 | 350 | 368 309 | 281 
Million ton-miles ?_... 5.79} 5.98; 6.18 6.40 | 7.65 | 871] 7.56] 7.93 
| | 
! Years are for calendar years 1951-55; 1956-57 extended 18 months to convert to fiscal years; 1958-60 are for 


fiscal years ending June 30 of the year shown. 

2 In millions of available ton-miles per 10-hour day as reported for same aircraft in commercial service. 
These are not the capabilities on CRAF routes which are classified ‘“‘secret,’’ and these figures are only 
shown for a very general idea of the relative capacities of CRAF aircraft as presently employed on com- 
mercial routes. 


Source: Defense Air Transportation Administration. 


The figures in the above table show a decrease in the number of 
CRAF aircraft after fiscal year 1958. They indicate also that cargo 
capability will be somewhat increased, because of aircraft replacements 
of later types, while passenger capability for fiscal years 1959 and 1960 
actually is less than for fiscal year 1958. It should be noted, however, 
that ton-mile figures for CRAF cargo and passengers do not show actual 
CRAF capability, which is classified secret, as explained in footnote 
2 to table 21. The number of planes will decrease, but CRAF capa- 
bility will not decrease (hearings, p. 242). 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


Assignments of aircraft to CRAF are made by the Defense Air 
Transportation Administration (DATA) in the Department of Com- 
merce. An Allocations Advisory Committee in DATA, comprised of 
civil and military Government representatives and airline executives, 
makes proposed allocations based upon statements of requirements 
received from the Department of Defense. 

Following these proposed allocations, a logistics working group, 
divided into the Atlantic Committee and the Pacific Committee, with 
12 technical advisory groups, prepares an operating plan and a logis- 
tics support plan for the period under consideration, after which a 
revised allocation is published. This becomes the yearly CRAF plan. 
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WARTIME OPERATIONS BOARDS 


In the event of war, the logistics working group will be transformed 
from a planning body into an operating one, consisting of one member 
from each participating airline and representatives from MATS, 
AMC, and DATA. In effect, industry groups would be established 
as operation boards to provide advisory service to MATS in preparin 
for CRAF operations and also to serve as the means through whic 
MATS will operate CRAF. 

The agreement setting up the CRAF operating boards for emerg- 
encies has not been signed by the participating air carriers because of 
possible antitrust implications. Under section 412 of the Civil Aero- 
nautics Act, the Civil Aeronautics Board is authorized to grant im- 
munity from the antitrust laws when it considers that the public 
interest will be served. The CAB sought and received an opinion from 
the Attorney General confirming its authority in this field and will 


consider granting such immunity when the agreement is formally pre- 
sented (hearings, p. 308). 


STANDBY CONTRACTS 


While the participating carriers would be represented on operation 
boards, each carrier would perform services in accordance with a con- 
tract separately entered into with the Govermnent. Each such carrier 
would use its own aircraft, personnel, repair and maintenance installa- 
tions, and other ground facilities in the operation of CRAF. How- 
ever, the carriers would enter into arrangements for the pooling of 
such services and personnel in order to accomplish their tasks, and 
the operation boards would plan and administer the arrangements. 

MATS is the military monitoring agency for CRAF; negotiation of 
the standby contracts with CRAF participating carriers for wartime 
operation of their aircraft is the responsibility of AMC. Although the 
CRAF program has been in existence more than 6 years, the standby 
contracts have not yet been consummated. The contracts were sub- 
mitted to the Air Force in March 1957 but approval so far has not 
been forthcoming (hearings, p. 225). 


OTHER EMERGENCY PROGRAMS 


While DATA, working in conjunction with MATS and AMG, is 
responsible for developing the CRAF program, the CAB has a col- 
lateral interest, as indicated, in the sense that it must pass upon the 
operating agreement for wartime. The CAB is directly responsible, 
however, for allocations of civil aircraft in wartime for essential civil- 
ian requirements. This allocations program is known as the War 
Air Service Pattern (WASP). Those civil aircraft not allocated by 
DATA to MATS would come under CAB jurisdiction for priority 
civilian uses (hearings, pp. 312, 333). 

One other civilian program might be mentioned, the National 
Emergency Defense Airlift (NEDA). This program is the joint 
responsibility of DATA and the Federal Civil Defense Administration. 
It contemplates the use of corporate and other auxiliary aircraft for 
civil defense use in emergencies (hearings, pp. 213-214). 








| 
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VII. Natrionau Pouicres on Crvit Arr TRANSPORTATION 


Policy statements regarding the military procurement of commer- 
cial airlift services have been made by various Government agencies 
and official study groups as well as by congressional committees in 
the past few years. These policy statements will be briefly reviewed 
for background purposes and to provide a setting for the subcom- 
mittee’s analysis. 


AIR COORDINATING COMMITTEE REPORT (1954) 


By direction of President Eisenhower, the Air Coordinating Com- 
mittee (ACC), comprised of Government officials from civil and mili- 
tary agencies, made a comprehensive review of Federal aviation 
policies and submitted a report in May 1954. The President stated 
that this report, entitled “Civil Air Policy,” would be used as a guide 
in considering future questions relating to civil aviation and in mak- 
ing appropriate recommendations to the Congress. 

Emphasizing in its introduction the important role of air trans- 
portation in strengthening the national economy, the ACC report 
stated: 


Civilian air transportation is equally vital to our military 
capabilities. Its organization, its skilled personnel, its 
aircraft and supporting facilities all are ready to provide 
essential logistic support to our combat forces and to main- 
tain the high-speed transport required by a wartime indus- 
trial effort. More than 300 of its most efficient aircraft have 
been earmarked and modified for immediate worldwide 
military use if the need arises. 


Noting that the Federal Government is the Nation’s largest user 
of air transportation, the ACC report called upon the Federal de- 
partments and agencies to continuously review their procurement, 
distribution, and transportation policies and procedures so as to 
obtain the economic advantages of reliable air transportation provided 
by commercial carriers. 

With regard to long-range mobilization planning, the ACC report 
saw a virtually unlimited requirement for the expansion of transport 
airpower. It recognized that a huge fleet of military transport air- 
craft bought and stored in anticipation of an emergency was not in 
the public interest. Planning for fulfillment of wartime requirements 
by military and civil air carriers, the report stated, should be guided 
by this consideration: 


In determining the extent to which civil air transportation 
will be used in meeting military peacetime and wartime air- 
lift requirements, the Department of Defense should con- 
tinue its policy not to engage in competition with private 
industry, and to support the expansion of the Nation’s civil 
airlift capability on an economically sound basis. 


The report added, in this connection: 


The Government should, to the greatest extent practicable, 
adjust its use of air transportation so as to use existing 
unutilized capacity of United States air carriers. 
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The ACC report also saw a valid role to be performed by irregular 
carriers in the performance of specialized services, not only to meet 
normal peacetime needs for such services, but also because of the 
potential defense value to be derived from flexible supplemental air- 
lift capacity not committed to fixed route-type operations. 

In the air cargo field, the ACC report recommended that the Federal 
Government, as a large shipper of cargo, expand its use of commercial 
air cargo carriers and promote military-civil cooperation in the 
development of new all-cargo aircraft. 


HOOVER COMMISSION REPORT (1955) 


A report on transportation was prepared for the Hoover Commis- 
sion by a subcommittee of its Committee on Business Organization 
for the Department of Defense. This task force report, submitted in 
March 1955, included a study of MATS. The subcommittee con- 
cluded on the basis of its special study that there was unnecessary 
duplication of military air transport agencies and functions, and that 
military airlines were moving large amounts of traffic, a high percent- 
age of which could properly be transported by United States commer- 
cial airlines, particularly in the international field. It observed that 
commercial American-flag airlines operating in domestic and foreign 
commerce form an important and vital part of airlift potential for 
wartime needs, and that Government support of the commercial air 
industry has, to a considerable extent, been predicated upon that 
realization. 

The subcommittee recommended, among other things, that various 
transport-type activities in the Department of Defense be consolidated 
under MATS as a unified logistics air arm for all the military services; 
that the level of MATS’ peacetime operations be limited to that 
necessary for minimum war readiness; and that the Department of 
Defense pursue a positive course of action to strengthen and augment 
the reserve of commercial airlift by more extensive use of airlines, 
particularly in the international field. 

The Hoover Commission’s own Report on Transportation, also 
dated March 1955, cited various findings from the task force study 
and concluded (p. 59) that— 


We do not have the resources to maintain within the 
Military Establishment in time of peace all the transport 
planes and personnel which would be needed in time of war. 
The commercial airlines with their bases, equipment, and 
personnel constitute an air transport reserve for war. 
They should be encouraged to expand. To that end commer- 
cial-type air traffic for the Military Establishment should 
be assigned to the commercial airlines wherever possible. 


The Hoover Commission recommended (p. 59) that duplicating air 
transport services within the Department of Defense be merged into 
MATS; also: 

That the peacetime operations of the integrated Military 
Air Transport Service be restricted and realistically limited 
to persons and cargo carefully evaluated as to necessity for 
military air transportation and, only after commercial car- 
riers have been utilized to the maximum possible extent, 
should transportation on Service carriers be authorized. 
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COMPTROLLER GENERAL’S REPORT (1955) 


The audit report of the Civil Aeronautics Board submitted to the 
Congress in October 1955 by the Comptroller General of the United 
States noted (p. 29) that— 


the Department of Defense is operating independent military 
air transportation services in direct competition with certifi- 
cated international, overseas, and domestic carriers. 


Citing computations in the task force study and report of the 
Hoover Commission that the United States international airlines could 
have reduced their subsidy bill in the fiscal year ending June 30, 1954, 
by 88 percent of the total amount, had they received 25 percent of the 
passenger volume and 50 percent of the military mail moved by 
MATS, the Comptroller General’s report stated that he concurred in 
the Hoover Commission recommendation (cited above). 

The report also noted that the President’s Air Coordinating Com- 
mittee was in accord with the Commission’s recommendation, as 
stated in the ACC report on civil air policy. 

The Comptroller General’s audit report included this recommenda- 
tion (p. 30): 


We believe it important that the Congress direct the 
Department of Defense to transfer, wherever possible, mili- 
tary mail, cargo, and passengers to United States certificated 
air carriers. As stated in the Commission’s report, prompt 
action by the Department would result not only in a signifi- 
cant reduction in subsidy for international carriers, but also 
in the development of an economic self-sufficient civil airline 
system, thus providing a substantial reservoir of airlift to be 
available to meet mobilization emergencies. 


In response to a letter from the Aircoach Transport Association, 
Inc., dated June 14, 1956, the Comptroller General by letter dated 
July 10, 1956, made it clear that the recommendation was not intended 
to be limited to certificated carriers but should have included supple- 
mental air carriers whose operations have been approved by the 
Civil Aeronautics Board. The letter of explanation pointed out that 
the audit report was concerned in this context with reducing subsidy 
payments through augmenting the sources of revenue of the subsidized 
carriers, and that only the certificated carriers may receive subsidy 
and mail pay. Otherwise the Comptroller General saw no reason to 
exclude the supplemental air carriers from military business. 


CIVIL AERONAUTICS BOARD POSITION (1954-58) 


The Civil Aeronautics Board concurred in the Comptroller General’s 
recommendation quoted above, with the amendment that military 
procurement of air service should include the noncertificated carriers. 
The CAB also concurred in the 1954 recommendation of the Air 
Coordinating Committee that the Government should, to the greatest 
extent practicable, adjust its use of air transportation so as to use 
existing unutilized capacity of United States air carriers. 

Joseph H. FitzGerald, Director, Bureau of Air Operations, Civil 
Aeronautics Board, stated that in line with this approach, military 
mail in the Atlantic and Pacific had been transferred largely to the 
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civil air system with beneficial results. The transfer of mail carriage 
was said to be one of the major contributing causes to elimination of 
subsidies for the two carriers in the Pacific (hearings, p. 296). 

In 1957 the CAB reaffirmed before the House Committee on Inter- 
state and Foreign Commerce its adherence to the declaration of the 
1954 ACC report on civil air policy. According to Mr. FitzGerald, 
the committee chairman suggested that CAB and Department of 
Defense officials meet together for the purpose of planning maximum 
utilization of the civil air transportation system. 

The CAB reported to this subcommittee the following develop- 
ments (hearings, p. 333): 


On January 10, 1958, it [CAB] wrote to the Department 
of Defense with respect to the possibility of joint planning 
by the Department and the Board to (a) make maximum 
use of the available capacity of the civil air carriers by the 
Department of Defense, and (6) plan the allocation of future 
Department of Defense traffic so as to encourage the civil 
air carriers to obtain additional aircraft which would be of 
great importance in case of a national emergency. The 
Board suggested the possibility that a joint working group 
could be established and charged with conn pae review of 
the problem, such review to furnish a basis for planning the 
optimum use of civil air carriers. —The Department wrote to 
the Board on January 23, 1958, expressing its agreement ‘‘to 
initiate planning of actions which may bring the use of civil 
air carriers by the DOD to the optimum.”’ It has further 
designated a representative to arrange a meeting with the 
Board’s Bureau of Air Operations. 


In its 1958 legislative program, the CAB proposed a draft bill which 
would add to the Civil Aeronautics Act a declaration of policy that 
preferential consideration should be given by the military to utilizing 
the facilities of civil air carriers (hearings, p. 297). The text of the 
draft bill, as submitted by the CAB to the Budget Bureau, reads as 
follows (hearings, p. 329): 


In meeting the requirements of the Government for 
transportation by air, preferential consideration should 
be given to utilizing the facilities made available by air 
carriers willing, able, and authorized to provide such 
transportation. Accordingly, it is declared to be the policy 
of the Government that the Department of Defense and 
other agencies of the Government in arranging for such 
transportation should utilize the facilities of air carriers to 
the maximum extent consistent with economical operations. 


HOUSE COMMERCE COMMITTEE REPORT (1957) 


House Report No. 1272, 85th Congress, dated August 30, 1957, 
issued by the House Committee on Interstate and Foreign Commerce 
concerning air transportation development and airspace use, noted 
that in the past 5 years there had been a considerable expansion in 
the Government’s air transport fleet, particularly in the number of 
aircraft assigned to and operated by MATS; also that this expansion 
was a matter of concern to groups interested in the sound development 
of civil aviation. 
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Citing the congressional policy declaration in the Civil Aeronautics 
Act of 1938, which charged the CAB with encouraging and developing 
an air transportation system adapted to present and future needs 
of the United States in commerce, the postal service, and national 
defense, and with regulating air transportation to foster a sound 
economic air industry; citing also the recommendation of the Air 
Coordinating Committee in 1954, the report said (p. 11): 


It was suggested that consideration should be given 
to joint planning by the CAB and the Department of 
Defense to: (a) Make maximum use of the available capacity 
of the civil air carriers by the Department of Defense, and 
(6) plan the allocation of future Department of Defense 
trafic so as to encourage the civil air carriers to obtain 
additional aircraft which would be of great importance in 
case of a national emergency 

To develop further information on how the expansion 
of MATS affects civil aviation, the committee proposes 
to continue its study to get, among other data, the answers 
to two questions as follows: (1) Why cannot the civil 
reserve air fleet be computed by having the Department of 
Defense state the total requirement first, then have the 
civil air-transport industry determine, in consultation with 
the Department of Commerce, how much of this requirement 
it can couby and then tailor the size of MATS to make up the 
difference? (2) Would it be feasible for the Department 
of Defense to stimulate the development of new airlift 
capability by offering certain long-term contracts to industry, 
requiring procurement of specialized types of aircraft, 
on the basis of which the industry could finance and place 
orders for such equipment? 


APPROPRIATIONS COMMITTEE REPORTS (1956) 


House Report No. 2104, 84th Congress, dated May 3, 1956, on the 
Department of Defense appropriation : bill for fiscal year 1957 observed 
that MATS has been, for some time, one of the most controversial 
activities of the Air Force, partly because of its competitive position 
in relation to civil air carriers. 

Describing MATS as an “enormous operation,” the report said 
(p. 46): 


* * * the committee recognizes the strategic importance 


and necessity of a strong MATS type of operation. At the 
same time, the committee notes that it is apparent that com- 
mercial air facilities, including scheduled and nonscheduled 
airlines, are an essential part of the overall mobilization 
transport strength of the United States, and as it has been 
stated by Air Force representatives, will provide a major 
part of the ability of the Nation to meet the huge demands 
for transport in the event of a sudden war emergency. 
Because of the significant role that the Military Air Trans- 
port Service plays in our mobilization, the committee does not 
desire to set an arbitrary limit on the size of the MATS opera- 
tion. However, it is the opinion of the committee that the 
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Air Force should give attention to handling its air transport 
business in such a way as to assist in keeping the non- 
scheduled and other airlines in a reasonably sound financial 
and operating position. In this regard, President Eisen- 
hower’s Air Coordinating Committee 1954 Report on Air 
Policy (p. 17) had this to say: 

“The Government should to the greatest extent prac- 
ticable, adjust its use of air transportation so as to use 
existing unutilized capacity of United States air carriers.”’ 

The committee strongly endorses that statement. 


The committee report also stated that complete annual operatin 
statements would be required from the Air Force and the MATS 
organization for consideration in connection with annual appropriation 
requests. Looking toward the 1958 hearings, the report said that 
the Air Force would be expected to provide firm information concern- 
ing the basis for determining the number of aircraft to be assigned 
to MATS, the number of hours to be flown per aircraft, the policy 
to be followed in assigning cargo and passengers to MATS and com- 
mercially operated aircraft, the routes to be serviced regularly by 
MATS, the policies to be followed in contracting for commercial 
airlift and in dividing peacetime traffic between MATS and com- 
mercial carriers, and other matters. 

Senate Report No. 2039, 84th Congress, dated May 23, 1956, on 
Department of Commerce and related agencies appropriation bill for 
fiscal year 1957 (p. 5) commended congressional efforts— 


to achieve increased commercial air carrier revenue, with ac- 
companying decreases in subsidies, by pressing for curtail- 


ment of MATS services, where commercial service is avail- 
able. 


Senate Report No. 2260, 84th Congress, dated June 18, 1956, on 


the Department of Defense appropriation bill for fiscal year 1957 
stated (p. 8): 


* * * the committee wishes to make it clear that the De- 
partment of Defense should, in the future, utilize the services 
of commercial transportation to the fullest extent possible 
when it is more economical, and that in evaluating relative 
costs of transportation, the Department should recognize the 
element of time saved as an important factor. 


The Department of Defense appropriation bill (H. R. 10986, 84th 
Cong.) for the fiscal year 1957 was considered in conference, (H. Rept. 
2529), passed by both Houses, and signed into law as Public Law 
84-639 on July 2, 1956. 

Subsequent to the enactment of the appropriation bill, the chairmen 
of the House and Senate Appropriations Subcommittees concerned 
with the Department of Defense addressed the following communica- 
tion to Secretary of Defense Wilson: 


Dear Mr. Secretary: During the recent conference by 
Senate and House managers on the Department of Defense 
appropriation bill for 1957, the subject of Military Air 
Transport Service was discussed at some length. The com- 
mittee of conference agreed to express its position in this 
matter in a joint communication to you and empowered 
the undersigned to act in its behalf. 
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The agreement, in substance, reiterates and endorses the 
statements on MATS as contained on pages 45 through 47 
of the House report on the bill (No. 2104), which statements 
should be considered as a joint expression of the intent and 
desires of the two Committees on Appropriations. 

We would like to see MATS converted to an industrial 
fund basis at the earliest practicable date and on a basis to 
insure efficient and economical operation. 

Without deemphasizing any portion of the House report 
herein referred to, we wish to quote the following from page 
46, which is a statement from the President’s Air Coordi- 
nating Committee 1954 report on air policy: 

“The Government should, to the greatest extent prac- 
ticable, adjust its use of air transportation so as to use 
existing unutilized capacity of United States air carriers.” 

Sincerely yours, 
Dennis CHAVEZ, 
Chairman, Subcommittee on Department of Defense 
Appropriations, United States Senate. 
GrorGE Manon, 
Chairman, Subcommittee on Department of Defense 
Appropriations, House of Representatives. 


APPROPRIATIONS COMMITTEE REPORTS (1957) 


The staff of the House Appropriations Subcommittee on the De- 

artment of Defense conducted an inquiry into MATS activities. 

heir findings, dated January 1957, were printed in the House hear- 
ings on the Department of Defense appropriations for fiscal year 1958 
(pp. 1588 ff.). One of the purposes of the inquiry was to determine 
the extent to which MATS operations are or can be assigned to com- 
mercial carriers without affecting military readiness and national 
security. The staff report concluded (p. 1593): 


After considerable study, we are convinced that a sub- 
stantial amount of airlift capacity, as an integral part of the 
military is, in fact, a military necessity, particularly in view 
of our national lack of enthusiasm for universal military train- 
ing. So long as all men, such as flight crews, and all ma- 
chines, such as airplanes, are not instantly convertible from 
civil status and functions to military status and functions; 
and so long as some of them are not prepositioned and ready 
hour by hour, the mobilization conversion period, if war 
should come, must be covered by an effective military shock 
force, in being and in place. We are also convinced of the 
need for military airlift capacity in order to have in being 
heavy cargo capabilities particularly, and other special 
equipment, with men proficient in their use, especially since 
such items are not now commercially used in quantity. It 
seems clear that continuing technological advances; increas- 
ing speed, range, and mobility; ‘‘defense in depth” tech- 
niques; increasing specialization; and the like, all under the 
pressure of potential enemy competition for military power 
advantage, will inevitably force more, not less, importance 
upon instantaneously ready airlift as time goes on. There- 
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fore, we believe it necessary that some substantial amount of 
military airlift capacity be maintained as part of the military, 
so long as, and to the extent that, wartime military needs 
cannot be met adequately by mobilization of normal civil 
airlift capacity. 

If basic policy thus outlined is acceptable, the problem 
narrows to finding ways to measure and methods to balance 
the conflicting pressures of minimum-cost economy on one 
hand versus the maximum use of commercial facilities for 
military needs on the other hand, while maintaining military 
power for possible war. 
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The staff report of the House Committee on Appropriations, it 


may be noted, was printed for the information of the committee 
members and did not necessarily represent an official finding of the 
committee. 


Senate Report No. 543 of the 85th Congress, dated June 28, 1957, 


Last year in the conference committee on the Defense 
appropriations bill the Senate joined with the House in 
stating in a letter to the Secretary of Defense that the 
Government should, to the greatest extent practicable, 
adjust its use of air transportation so as to use existing 
unutilized capacity of United States air carriers. This 
statement was based upon our position that maximum 
utilization by the Department of Defense of United States 
civil air carriers is essential both in the promotion of our 
free enterprise economy and in the provision of the necessary 
ready reserve civil airlift for national defense; and that 
Government operations of its own air transport facilities 
should be limited to that essential to military security. 

The committee reaffirms its position of last year that 
the Department of Defense should utilize the services 
of commercial transportation, in preference to Government- 
owned and Government-operated transportation, to the 
fullest extent possible when, upon using the same cost 
standards for both commercial and Government facilities, 
it is found to be more economical, and further, that in 
evaluating relative costs of transportation, the Department 
should recognize the specific monetary value of time saved 
as an important factor in the award of competitive bids in 
transportation. 


dealing with Department of Defense appropriations for fiscal year 
1958, stated (p. 13) under the caption ‘‘Use of Commercial Carriers’’: 


Noting with approval that the Air Force budget for fiscal year 


In summary we do not feel that sufficient effort has been 
made by the Department of Defense in the international and 
overseas field to ‘‘adjust its use of air transportation so as to 
use existing unutilized capacity of United States air carriers.” 





1958, as compared with the preceding fiscal year, reflected increased 
use of civil air carriers to augment MATS in the movement of military 
personnel and dependents, the report said that this was offset in part, 
however, by the decreased use of civil air carriers in moving cargo for 
MATS. The report added (p. 14): 
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It is the wish of the committee, therefore, that within the 
1958 appropriations for operations and maintenance and for 
military personnel the Defense Department reprogram ex- 
penditures for operating MATS and other Government- 
owned transport activities sufficiently to permit the funds so 
reprogramed to be applied toward procuring the services of 
United States civil air carriers to meet as nearly as possible 
40 percent of the passenger requirements and 20 percent of 
the cargo requirements of the Military Air Transport 
Service. 

The committee desires that a report be made by the first 
of January 1958 which would indicate the progress made by 
the Department of Defense in implementing this directive. 


In submitting the conference report on the Department of Defense 
appropriation bill for fiscal year 1958 (H. Rept. 841, 85th Cong., to 
accompany H. R. 7665), the managers on the part of the House in- 
cluded this statement (pp. ¢ 6-7): 


The committee of conference emphasizes the importance 
of the Senate committee report on use of commercial carriers 
and calls on the Department of Defense to carry out the full 
intent. However, it is realized that the procurement of com- 
mercial transportation must be made in accordance with 
existing law. 


The intent of Congress, as expressed in various committee reports 
and reflected in conference action of the two Houses, is clear on the 
point that the military should make greater use of commercial air 
facilities. Prior to the issuance of the Senate report on the Depart- 
ment of Defense appropriations for fiscal year 1958 (S. Rept. 543, 85th 
Cong.), no definite proportion of military air traffic to be moved 
commercially was specified, either by congressional committees or by 
the other Government agencies concerned with this matter. Such 
phrases as ‘‘to the greatest extent practicable,” “to the fullest extent 
possible,” or “‘maximum utilization” were employed, occasionally 
with other qualifying language as to ‘“‘economical operations.”’ 

Before examining the Department of Defense reply to the congres- 
sional request that the Air Force procure 40 percent of MATS passen- 
ger requirements and 20 percent of MATS cargo requirements from 
civil air carriers in fiscal year 1958, it may be helpful to review existing 
policy statements of the Department of Defense with regard to the 
procurement of such services. 


VIII. Miurrary Directives on Arr TRANSPORTATION 
NONCOMPETITION WITH INDUSTRY 


The Department of Defense enunciates the general proposition that 
it will not compete with private industry by owning and operating 
commercial- and industrial-type facilities when the goods and services 
can be satisfactorily rine ‘ed by private enterprise. DOD Directive 
4100.15, dated April 27, 1955, sets forth the following policy: 


The el ll of Defense supports the basic principle 
that free competitive enterprise should be fostered by Gov- 
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ernment. Therefore, it is the policy of the Defense Depart- 
ment that the use of Government-owned and operated 
commercial- and industrial-type facilities will not be author- 
ized after review except when it can be clearly demonstrated 
that private enterprise cannot perform the service or provide 
the products as necessary to meet current and mobilization 
requirements, or that in the execution of the military mission, 
operation by the Government is a necessity. Those factors 
which would justify the continued use of, or the establish- 
ment of, Government-owned commercial- or industrial-type 
activities are as follows: 


The directive then lists the factors which would justify continued 
Government ownership and operation, such as absence of private 
facilities within a reasonable distance from the point of demand; 
need for meeting military demands without delay, particularly where 
abnormal or fluctuating military demand makes private sources or 
operation impractical; need for training; need for retaining security 
of information; lack of product or service from private sources at a 
reasonable price; and any other criteria demonstrating a particular 
Government operation to be in the public interest, when approved 
by the Secretary of Defense. 


BUDGET BUREAU POLICY 


This Department of Defense directive, it may be noted, conforms 
gene rally with Bureau of the Budget Bulletin No. 55-4, dated January 
15, 1955, which states the ge neral policy of the administration that 
the Federal Government will not start or carry on any commercial 
activities to provide a service or product for its own use if such product 
or service can be proc ured from private enterprise through ordinary 
business channels. The Government agencies were asked to review 
and evaluate all their commercial-type activities with a view to 
determining which could be discontinued. 

Bureau of the Budget Bulletin No. 55-7, dated February 5, 1957, 
supplemented the earlier bulletin with further instructions for evalu- 
ating commercial activities. 

In testimony before the subcommittee, Air Force witnesses said 
they were not aware of any Budget Bureau requirements for an evalu- 
ation report (hearings, p. 735). They took the position that MATS 
was not really an industrial or commercial type operation competitive 
with private industry but “a vital, integral element of the weapons 
systems employed by our combat forces.” Assistant Secretary Sharp 
of the Air Force drew a distinction between the MATS operation and 
Government-operated bakeries, coffee roasting plants, printing estab- 
lishments and the like which, he said, had no bearing on defense 
posture and were being rapidly discontinued in conformance with 
basic policy to refrain from competing with private enterprise 
(inesaan pp. 502-503). 

The subcommittee notes at this point that whatever merit there is 
in the distinction made by Mr. Sharp, the military owning agencies 
have tended to resist the relinquishment of even the more simple 
types of industrial or commercial enterprises. They have argued for 
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the retention of such enterprises on the score of training needs, readier 
supply, lesser costs, and the like.? 

The subcommittee was presented with a bundle of Department of 
Defense directives and instructions on military policies relating to the 
use of civil carriers in air transportation. 


PREFERENCE TO COMMERCIAL CARRIERS GENERALLY 


Department of Defense Directive 4500.9, dated January 6, 1956, 
sets forth general transportation and traffic management policies 
for the Department of Defense. This directive states in part: 


The economic resources of the Department of Defense 
inherent in its large procurement of commercial transporta- 
tion will not be employed in such a manner as will adversely 
affect the economic well-being of the commercial transporta- 
tion industry. 

In view of the reliance of the military services during 
periods of mobilization or war on all modes of transportation, 
preferential consideration in the routine procurement of 
transportation, will not be accorded one mode of transporta- 
tion as against another. 

Commercial transportation service will be employed 
for the movement of personnel or things when such service 
is available or readily obtainable and satisfactorily capable of 
meeting military requirements. 


So far, the Department of Defense’s stated policy on transporta- 
tion generally (directive No. 4500.9) is consistent with its stated 
policy on refraining from competition with private enterprise (directive 
No. 4100.15). A crucial limit on such policy in the transportation 
field is introduced by the next applicable directive, put out in the form 
of an instruction. 


PREFERENCE TO MATS AND MSTS IN OVERSEAS TRAFFIC 


Department of Defense Instruction 4500.23, dated October 1, 
1956, sets forth policy governing transportation and travel accommo- 
dations of military and civilian personnel of the Department of 
Defense. This instruction reiterates the general policy of the pre- 
ceding directive that commercial transportation service will be 
employed for the movement of personnel when such service is avail- 
able or readily attainable and satisfactory. 

However, this general policy is immediately limited by the require- 
ment that— 


the employment of commercial transportation to, from, be- 
tween and within areas outside the United States shall not 
take precedence over the efficient and economic utilization of 
the military-owned transportation resources of the Military 
Sea Transportation Service and Military Air Transport Serv- 
ice which have been approved by the Secretary of Defense 
as essential to national security. 


2 See, for example, Government in Business, pt. I, 7th Intermediate Report of the Committee on Govern- 
ment Operations, House of Representatives, 83d Cong., 2d sess., Rept. No. 1197, pp. 15 ff. 
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In other words, for the movement of passengers within the United 
States, commercial carriers are to have precedence; in overseas travel 
this policy is qualified and in effect reversed by giving precedence to 
MATS and MSTS. 


COMMENTARY ON HOOVER COMMISSION REPORT 


The precept that military resources will be used before civil in over- 
seas transportation, stated in the 1956 instruction, was advanced 
earlier in the Department of Defense comment on the Hoover Com- 
mission recommendation concerning MATS and MSTS. 

Acceding the point that “civilian means of transportation must be 
strengthened by Government business’’ in view of their potential role 
as a war reserve, the Department contended that the Hoover Com- 
mission was carrying this point too far. The Department’s commen- 
tary said in part (hearings, p. 361): 


In urging that the Department of Defense take certain 
action to keep civilian transportation prosperous, the 
Commission occasionally overlooks the fact that the proposed 
action would result in the Department of Defense operating 
its own transportation facilities in an inefficient manner. 

* * * the Department of Defense is charged with the duty 
to administer the funds Congress appropriates to it as 
efficiently as it can in accordance with such national policies 
as may be established by higher authority. The Department 
of Defense, therefore, considers it is not justified in departin 
from that duty merely because civilian carriers woul 
be benefited. 


OMISSION OF CARGO REFERENCE 


Curiously enough, DOD Instruction 4500.23 refers only to the 
movement of passengers; it says nothing about cargo. Department 
of Defense witnesses asserted that military resources are to be used 
before civil carriers are engaged for the movement of cargo as well as 
passengers. However, that policy as applied to cargo never has been 
explicitly written into any directive of the Department of Defense. 

Earl B. Smith, Director for Transportation, Office of Assistant Secre- 
tary of Defense (Supply and Logistics), upon being made aware of 
this fact at the hearings, said that it was an “error’’ of omission in 
his office (hearings, p. 428). Assistant Secretary Sharp called it ‘an 
oversight on the part of the Department of Defense” and suggested 
that ‘‘we should get another directive written right away which makes 
it very clear we should do what we are doing” (hearings, p. 708). 


NARROWING POLICY BASE 


Starting with the broad, general policy that the Department of 
Defense will refrain from competition with private industry, then 
narrowing this policy in the case of overseas transportation to require 
preferential use of military resources for the sake of economy, the 
military authorities require one more demonstration to clinch the 
argument. That is the need for military airlift services of a certain 
size or capability in being now to carry out war missions in the future. 
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Once the need for a transport operation capable of performing 
designated wartime missions is granted, it becomes easy to argue 
that it would be uneconomic and wasteful of the taxpayers’ money 
not to use these transport aircraft in peacetime for carrying military 
cargo and passengers. 

This proposition, persuasive as it sounds, requires close and search- 
ing analysis both as to the wartime requirements and the asserted 
peacetime economies. At this point, the subcommittee notes the 


manner in which the policy finds expression in Department of Defense 
and Air Force directives concerning MATS 


EMPHASIS ON MATS’ WARTIME MISSION 


Department of Defense Directive 5160.2, dated December 7, 1956, 
designates the Air Force as ‘‘single manager”’’ for airlift services and 
MATS as its operating agency. In contrast to previous directives 
on MATS, which were concerned mainly with bringing together 
several similar services in a single organization, the 1956 directive 
gives primacy to MATS’ wartime mission and the level of capability 
required to support it. MATS is directed to maintain wartime 
readiness, carry out realistic training programs and provide airlift 
service to military and (when authorized) other Government agencies. 

The peacetime airlift service is to be provided by MATS in the 
“most economical and efficient”? manner, consistent with basic regu- 
lations for supply management and single manager assignments; also 
with military requirements and the airlift service available from 
commercial carriers. Under this concept, MATS peacetime transport 
operations are regarded as a “byproduct” of its war readiness status. 


AUGMENTING ROLE OF CIVIL CARRIERS 


Those airlift services which MATS cannot supply itself are to be 
procured from commercial carriers. As stated in the directive, one 
of the MATS functions is to: 


Augment the airlift capacity of the agency as required to 
meet requirements by the use of commercial airlift service 
in peacetime on a basis which will contribute to the sound 
economic development of an increased modern civil airlift 
capacity and enhance the ability of civil carriers to operate 
with maximum effectiveness in support of the military 
forces in time of war. 

The directive calls upon MATS to give “due regard” to available 
commercial services; also to provide’ military airlift service in a 
manner ‘consistent with’ both military requirements and available 
commercial services. 

At another point, “the maximum feasible use of commercial airlift’ 
is recommended, among other things, for the purpose of developing 
“an expanded mobilization base,” but this use of commercial airlift 
is to be “consistent with military requirements and the efficient 
employment of Department of Defense resources.” 
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LIMITED POLICY SUPERVISION 


The language in this directive as it applies to procurement of com- 
mercial air transportation is altogether equivocal. It can be inter- 
preted to justify very substantial procurement or none at all. The 
policy is wide enough, as the chairman said, ‘‘to drive a 10-ton truck 
through”’ (hearings, p. 394). 

This and other DOD directives applying to transportation are 
drafted at the Assistant Secretary level in the office of Mr. Smith 
(hearings, p. 392). When asked what action his office takes to see 
that the directives are enforced, Mr. Smith mentioned that studies 


and inspections were made and that there was followthrough super- 
vision, but he said (hearings, p. 388): 


We are not expected to get into operations, and we try 
our best not to tell the military departments how they shall 
do any job for which we establish a policy. 


ROLE OF TRANSPORTATION DIRECTOR 


Lest the subcommittee receive the impression that his office was 
lax in checking compliance with directives, Mr. Smith made a second 
appearance and read a statement outlining in some detail his duties 
and responsibilities as Director for Transportation, Communications, 
and Petroleum Policy (hearings, pp. 401-402). His assigned duties 
and responsibilities obviously are broad enough to warrant taking 
any action necessary to insure compliance by the military depart- 
ments, but his testimony sustains the judgment that rather than 
guide transportation policy for the Air Force and MATS, the Assist- 
ant Secretary’s office merely echoes their views or disclaims knowledge 
of their programs. 

In the case of the Air Force bailment program, for example, which 
had potentially far-reaching policy implications, Mr. Smith said that 
his office “had nothing whatever to do with it.’””’ He considered 
the bailment program “purely an operating matter’ or “merely 
a procurement technique” within the Air Force’s own area of concern 
(hearings, pp. 394, 404). 


EXTENT OF POLICY STUDIES 


Although the single manager directive calls upon MATS to procure 
augmenting commercial air services “on a basis which will contribute 
to the sound economic development of an increased modern civil 
airlift capacity,’’ Mr. Smith’s office had made no studies to determine 
whether this objective was being achieved. He pleaded the newness 
of the directive, which was issued December 7, 1956, but which waited 
until September 17, 1957, for implementing “terms of reference.’ 
“This [MATS] organization, as it is now constituted,’ he said on 
January 23, 1958, “is really not more than getting into operation” 
(hearings, p. 393). 

Mr. Smith did say, however, that a logistics systems study project 
was underway in his office, which would consider the organizational 
and economy aspects of military transport operations as well as 
policies concerning procurement of commercial air services (hearings, 
p. 426). 
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AIR FORCE RESTATEMENT OF POLICIES 


Several Air Force regulations elaborate upon the military air trans- 
port policies and the MATS mission in relation to the role of civil 
air carriers. 

Air Force Regulation 76-19, dated July 24, 1957, offers broad 
guidelines to air transport commanders. It restates the military 
objectives of maintaining air transport resources ready to serve war- 
time requirements and of utilizing these resources to serve peacetime 
military requirements. The civil carriers are to be used in an augment- 
ing role as follows: 


(1) In peacetime to the maximum practicable extent, 
consistent with requirements and the efficient employment 
of military resources; and, 

(2) In emergency to the extent that they are available 
and needed in support of military operations. 


Air Force Regulation 23-17, dated January 23, 1958, describes the 
MATS mission, organization, and functions. One of these functions 
is— 


the operation of a global air transport system to carry out 
the purpose of MATS. 


Another is to utilize— 


the airlift capability of assigned transport aircraft in such 
manner so as to fulfill, to the maximum degree possible, 
worldwide airlift requirements. 


That is to say, the military air transport resources under MATS 
control are to be used to the fullest extent before procuring com- 
mercial services. Rigorously pursued, this injunction would eliminate 
the need for any commercial services, and it renders meaningless or 
contradictory other injunctions to utilize commercial services to the 
maximum practicable extent, 

Thus the Air Force regulations complete the cycle of Department 
of Defense policies which eschew competition with private industry, 
make an exception for overseas transport, establish the need of 
military transport resources for war, emphasize their full use in 
peacetime, and wind up with a global transport system. 


IX. Tue 40-20 Formuta ror CoMMERCIAL AUGMENTATION 


We return now to the directive of the Senate Appropriations 
Committee, endorsed by the conference committee on the 1958 appro- 
priation bill for the Department of Defense. Expressing dissatisfac- 
tion with the limited military procurement of commercial services in 
international and overseas traffic, particularly in the cargo field, the 
committee called upon the Department of Defense to reprogram funds 
for procuring from commercial sources— 


as nearly as possible 40 percent of the passenger require- 
ments and 20 percent of the cargo requirements of the 
Military Air Transport Service (S. Rept. 543, p. 14). 


The committee report in which this directive was written, it should 
be noted, carried a declaration of policy that commercial transport 
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services were to be used in preference to those of the military. This 
policy is contrary to that espoused by the Department of Defense in 
the case of overseas transportation. 

The committee report conditioned the preferential use of com- 
mercial services upon a demonstration of their comparative cost 
advantages using the same cost standards for both commercial and 
Government-owned services. 

Whether or not it is feasible at present to make such cost com- 
parisons is a matter considered later in this report (sec. XVII). 
In any event, the committee mandate for reprograming of funds to 
meet the 40—20 traffic formula was a separate request which stood by 
itself. 

ORIGIN OF FORMULA 


The 40—20 formula appears to have originated in a recommendation 
by Stuart G. Tipton, president of the Air Transportation Association, 
testifying on April 3, 1957, before the House Appropriations Subcom- 
mittee and on June 19, 1957, before the Senate Appropriations 
Subcommittee on the Department of Defense appropriations for 
fiscal year 1958. The commercial carriers were then, according to 
Mr. Tipton, in a position to carry 40 percent of the MATS passenger 
traffic and 20 percent of the MATS cargo traffic (House hearings, 
p. 2279, Senate hearings, pp. 1422, 1428). 

A glance at table 10 will show that in fiscal year 1957 commercial 
air carriers moved approximately 20 percent of the passengers and 
10 percent of the tons of cargo/mail in the MATS system. Evidently 
Mr. Tipton estimated that the excess capacity of the civil carriers 
was then sufficient to accommodate twice the amount of MATS 
traffic actually carried in 1957. 

Mr. Tipton proposed the establishment of a policy which, first, 
would start in the coming year (fiscal year 1958) with the amount of 
increase in commercial airline traffic which the commercial carriers 
are presently in a position to handle. Further, to continue the policy 
in future years, gradually increasing the percentage carried by the 
commercial carriers so as ultimately to reach the point where MATS 
would be reduced to the nucleus of a transport service with a relatively 
limited but very modern and high-class fleet of aircraft (House 
hearings, pp. 2286-2287). 

The 40—20 formula for fiscal year 1958, first proposed by Mr. Tipton 
to the House Appropriations Committee, was accepted by the Senate 
Appropriations Committee and approved in conference, as described 


earlier. 
CHAIRMAN’S INQUIRY ON ACTION TAKEN 


On October 30, 1957, Chairman Holifield of the Military Operations 
Subcommittee directed a wire to Lt. Gen. Joseph Smith, Commander 
of MATS, requesting information as to action taken by MATS to 
meet the 40-20 formula specified in the Senate report. Mr. Holifield 
also pointed out the economic plight of some of the independent 
carriers who are largely dependent on military business (hearings, 
pp. 416-417). 
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AIR FORCE RESPONSE 


Assistant Secretary Sharp of the Air Force replied by letter dated 
November 15, 1957, stating that— 


Present information indicates that the overall Department 
of Defense airlift procurement has exceeded the 40-percent 
passenger and 20-percent cargo figure contained in Senate 
Report No. 543. 


Mr. Sharp cited percentages of commercial airlift augmentation 
during several fiscal years, including the first half of fiscal year 1958, 
for which the figures, as subsequently corrected by the Air Force, 
were said to be 45-percent passenger and 24.9-percent cargo (hearings, 
pp. 417-418). 


BASIS OF COMPUTATIONS 


The percentages cited by Mr. Sharp, it will be noted, did not apply 
solely to MATS’ commercial augmentation. They represented an 
estimate of commercial procurement by all Department of Defense 
activities, whether supplied by contract, charter, or common carriers, 
in both domestic and international movements of traffic. 

Furthermore, these percentages were based on passenger and cargo 
ton-miles, as contrasted with the original concept of the 40-20 for- 
mula, which evidently was derived from numbers of passengers and 
tons of cargo/mail. The ton-mile base probably yields larger per- 
centages. 

By “letter dated November 25, 1957, the chairman wrote to Mr. 
Sharp, pointing out that the perce ntage figures furnished by him 
dealt with overall Department of Defense airlift procurement and not 
that of MATS. The chairman requested figures on MATS’ own 
performance in procuring commercial air transportation. 


REAFFIRMATION OF CONGRESSIONAL INTENT 


The point made by Chairman Holifield in his letter to Mr. Sharp 
was well taken, for the Senate Appropriations Committee subse- 
quently reaffirmed that the 40-20 formula was predicated upon 
MATS rather than total Department of Defense airlift. Senator 
Chavez, chairman of the Senate Appropriations Subcommittee on de- 
fense appropriations, wrote a letter dated February 15, 1958, to the 
Secretary of Defense (with a copy to Chairman Holifield), which 
stated in part (hearings, p. 672): 


The language of the committee’s report in regard to its 
wishes that 40. percent of the passenger requirements and 20 
percent of the cargo requirements of Military Air Transport 
Service be procured from United States civil air carriers is 
quite clear. From your letter of January 14, it appears that 
you have interpreted this part of our report to mean that 
overall procurement of air transportation by the Depart- 
ment of Defense might satisfy the requirement of the com- 
mittee which specifically applies to procurement to be made 
by the Military Air Transport Service. 

This is not consistent with the request made in our report 
and the committee does not feel that its specific request 
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pertaining to procurement of 40 percent of the passenger 
requirements and 20 percent of the cargo requirements of 
the Military Air Transport Service, has been met. 

The committee restates, reaffirms, and emphasizes its 
position of last year, as stated in its report on Department 
of Defense Appropriations for fiscal year 1957, in regard to 
use of civil air carriers. 

It was and is the wish and intent of the committee that 
the Military Air Transport Service procure and utilize the 
services and capacity of the United States civil air carriers 
to transport and meet 40 percent of the passenger require- 
ments and 20 percent of the cargo requirements of the 
Military Air Transport Service. These percentages apply 
specifically to transportation requirements of the Military 
Air Transport Service, to be procured by the Military Air 
Transport Service from United States civil air carriers. 

The committee’s wishes and intent in regard to the use of 
civil air carriers by the Department of Defense in meeting 
the Department’s overall requirements for peacetime air- 
lift was clearly expressed otherwise in the committee’s report 
of last year. Therefore, it will be expected that the Depart- 
ment of Defense will immediately undertake to carry out 
the full intent of the committee as expressed in our report 
of last year and as further clarified herein. 


Senator Chavez’ letter was written after receipt of a report from 
Perkins McGuire, Assistant Secretary of Defense (Supply and 
Logistics) dated January 14, 1958, which contained figures showing 
that commercial carriers were allotted 36.8 percent of the passenger 
traffic and 25.8 percent of the cargo traffic, based on total ton-muiles 
of Department of Defense airlift in these 2 categories, for the first half 
of fiscal year 1958. 

VARYING DATA PRESENTED 


These figures varied somewhat from those presented earlier by Mr. 
Sharp to Chairman Holifield. At the subcommittee hearings, Mr. 
Sharp explained that the later figures were “only partial computations, 
based principally on Air Force procurements of commercial lift.” 
He said that when data for the Army and Navy became available, 
these would add somewhat to the percentages of traffic carried by 
commercial sources for the Department of Defense (hearings, p. 500). 

In any event, Mr. Sharp concluded from the estimates of com- 
mercial airlift procurement for the first half of fiscal year 1958 that 
the Department of Defense had met or exceeded the 40-20 formula 
set forth in the Senate report. 

Subsequently, the Department of Defense submitted a fourth 
revision of the data on Department of Defense airlift traffic by mili- 
tary and commercial means for the first half of fiscal year 1958. The 
revised figures are presented in table 20. They show that commercial 
carriers accounted for 52.4 percent of the passenger and 29.2 percent 
of the cargo ton-miles of overall Department of Defense airlift for that 

eriod. The percentage figures for the commercial carriers’ share of 
MATS business are not significantly changed by the revised estimates. 
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LIMITATIONS OF ESTIMATES 


If we accept the broader, defensewide base for computing the 
percentages, the use of ton-miles in the estimates instead of number of 
passengers and tons of cargo carried, and finally, the general relia- 
bility of the estimates, then it appears that commercial participation 
in military air transport has met or exceeded the 40-20 formula. 

The Senate Appropriations Committee has made it clear, however, 
that the broader base of computation does not comply with its request. 
Furthermore, the ton-mile basis of computation appears to give higher 
percentages of commercial procurement than a computation based 
on numbers of passengers and tons of cargo/mail carried. 

Data are lacking to compare directly the percentage results from 
these two methods of computation. The Department of Defense has 
supplied information for defensewide airlift only on a ton-mile basis. 
In the case of MATS, however, both kinds of data are available, as 
shown in tables 10 and 20. In the first half of fiscal year 1958, 
commercial carriers accounted for 33.4 percent of the passengers and 
5.3 percent of the cargo tonnage moved in the MATS system. On a 
ton-mile basis, these percentages are 38.5 percent and 10.4 peromnt. 
Thus the ton-mile basis of computation gives a more favorable per- 
centage, and in respect to cargo the percentage figure, is doubled. 


UNRECORDED TRANSPORT OPERATIONS 


As to the general reliability of the estimates of commercial partici- 
pation in overall Department of Defense airlift, the subcommittee 
observes that these estimates are extremely crude and questionable. 
They do not take into account the total range of military airlift opera- 
tions. No statistics are compiled on “opportune airlift” of cargo and 
passengers. Various transport operations of SAC, TAC, AMC, 
theater commands, Air Force Reserve and Air National Guard units, 
and others are not figured in the base military airlift from which the 
percentages of commercial participation are derived (hearings, pp. 
716, 781). Consequently the percentages are inflated in an undeter- 
mined amount. 

Department of Defense witnesses tended to minimize the extent 
of unrecorded military airlift, but they offered no figures to back up 
their suppositions (hearings, pp. 718, 780-81). Strictly speaking, 
the Department of Defense can make no positive assertion that it is 
complying with the 40-20 standard, even if it stretches the figures 
beyond MATS to include estimates of overall Department of Defense 
airlift procurement. 


DOLLAR AMOUNTS OF COMMERCIAL PROCUREMENT 


Apart from the percentage figures, the Department of Defense 
witnesses put great emphasis on the dollar amounts of commercial 
transport procured in recent years. They noted that military pro- 
curement of commercial air transport for all purposes went from 
$207 ,525,121 in fiscal year 1956 to $250,294,828 in fiscal year 1957, 
and would approximate $300 million in fiscal year 1958, representing 
a 20 percent increase over the preceding year (hearings, pp. 412 ff.). 
In a subsequent letter to the chairman, dated May 5, 1958, Mr. 
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Sharp said that— 


it appears that the combined budgets of the military depart- 
ments will exceed the $300 million airlift figure which was 
given to you as part of the Department of Defense testimony. 


The data did not indicate how much of this estimated increase in 
procurement of commercial airlift will be MATS augmentation. 
Commercial augmentation by MATS is a relatively small part of 
the total. For the first half of fiscal year 1958, MATS expended 
$28,864,000 on commercial augmentation ($24,442,000 for passenger 
and $4,422,000 for cargo airlift). In fiscal years 1956 and 1957, 
MATS expended $43,360,000 and $49,625,553, respectively, on com- 
mercial augmentation. Thus, approximately 80 percent of the De- 
partment of Defense airlift procurement is accounted for by sources 
other than MATS. 

In subsequent testimony before the House Appropriations Com- 
mittee on the Department of Defense appropriations for fiscal year 
1959, Mr. Sharp stated that MATS’ commercial augmentation would 
approximate $70 million in fiscal year 1958. And for fiscal year 1959, 
MATS’ procurement of commercial airlift was forecast at $84 million 
out of a total estimated $313.4 million to be spent by the Department 
of Defense for commercial airlift in that fiscal year (House appropria- 
tions hearings, p. 779). 

These estimates would indicate some increase in MATS’ commer- 
cial augmentation both in absolute dollar terms and as a relative share 
of total Department of Defense airlift. However, the MATS esti- 
mates were predicated on amounts requested by Department of De- 
fense agencies for procurement of airlift services from the MATS in- 
dustrial fund. Consequently, the amount of commercial airlift pro- 
cured by MATS actually would depend on the extent to which its own 
capability were unable to meet the agencies’ requirements rather than 
on their funding requests. 

The testimony concerning projected increases in airlift procurement 
seemed to conflict with Mr. Sharp’s earlier statement to Chairman 
Holifield in the letter of November 15, 1957. For the second half of 
fiscal year 1958, Mr. Sharp had anticipated ‘‘a shrinkage in overall 
Department of Defense airlift procurement,” due to reductions in 
overseas forces and in funds. Total military air transport needs 
would be reduced, he said, and this would “likely be reflected in cur- 
tailed procurement of commercial airlift augmentation” (hearings, 

. 417). 

f In his oral testimony, Mr. Sharp modified the statement in his 
letter to say that he was “referring only to international travel 
augmentation” (hearings, p. 416). This qualification could be taken 
to mean that the MATS share of commercial procurement would 
be decreased in some degree, despite projected overall increases. 


AIR FORCE VIEW OF FORMULA 


Mr. Sharp also testified that he did not know how the Senate 
committee arrived at the 40-20 formula for commercial augmentation, 
and that he believed the committee could have intended only to relate 
it to defensewide rather than MATS augmentation (hearings, p. 420). 
In later testimony, after Senator Chavez’ February 15 letter reaffirmed 
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the Appropriations Committee’s intent to have MATS procurement 
increased by these percentages, Mr. Sharp stated to this subcommittee 
(hearings, p. 706): 


If we are so instructed, of course, by Congress to do this, 
it is not at all impossible for us to do it, Mr. Chairman. It is 
only a matter of willingness to recognize the fact that this 
seems to us to be a more expensive way of doing business, and 
perhaps it is justified for some other reason. But we feel it 
is a more expensive way to do it than we think we should do. 
Perhaps it is not correct. Perhaps in the long run it may be 
the cheapest way. 


To reprogram for increased MATS procurement, Mr. Sharp said, 
funds would have to be taken from “Operation and maintenance,’ and 
other important areas of Air Force activity would have to be curtailed 
(hearings, p. 706). 


REFUSAL TO REPROGRAM FUNDS 


It developed, however, that the Air Force did “little or no repro- 
graming” of funds to comply with the congressional request. The 
Air Force took the position that such action would adversely affect 
the national defense. This refusal to act was set forth in a letter 
dated April 11, 1958, from Earl B. Smith of Mr. McGuire’s office to 
Senator Chavez, forwarding a Summary Report on the Use of Com- 
mercial Air Transportation, with a copy to Chairman Holifield. 

The contention that any reduction of MATS transport operations 
would impair its defense mission is considered later in this report. 
Here the subcommittee examines the Department of Defense con- 
tention, contained in its “summary report,” that for every ton-mile 
of commercial airlift which might be purchased with reprogramed Air 
Force dollars, production of military airlift would be reduced by 
about 4 ton-miles. 

This contention, if valid, is an impressive case for refusing to 
reprogram. The subcommittee challenges its validity. 

Reprograming is a matter of diverting hard cash from one program 
to another, of estimating how much airlift should be commercially 
procured by MATS to come within the 40-20 standard, and how 
much money is needed to procure this airlift. 


AIR FORCE CASE AGAINST REPROGRAMING 


The Air Force, to make a case against reprograming, started with 
a statistical average rather than with hard cash. This statistical 
abstraction is the average operating rate of MATS aircraft in fiscal 
year 1957, which was calculated to be 4.3 hours per day per aircraft. 

The assumption then was made that this operating rate is to be 
reduced from 4.3 to 3.3 hours. This was purely an assumption for 
purposes of estimating what savings might result; it was not a demon- 
stration that reprograming necessarily would cause the daily operating 
rate to fall by 1 hour, 

The Air Force calculated that a 1-hour reduction in the daily 
operating rate would yield savings of $17.2 million, realized from 
reduced crew temporary duty, travel allowances, fuel and lubricants, 
parts and supplies to maintain aircraft, and contract maintenance for 
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depot level overhaul. The Air Force stated further that no savings 
would result from personnel assigned to crew, maintenance, traffic, 
communications, or other activities, or from operating facilities and 
bases and aircraft equipment, since all these must be maintained for 
defense emergency purposes. 

Next, the Air Force estimated that a 1-hour reduction in the daily 
operating rate would cause a corresponding reduction of 236.8 million 
ton-miles of military airlift, The basis for this estimate was not 
given, but since a reduction from 4.3 hours to 3.3 hours is a 23.3 
percent reduction, the Air Force evidently figured that more than 
1 billion ton-miles of MATS airlift will have been generated in fiscal 
year 1958 ( 236,800,000x555 , 

As noted earlier in this report, MATS also generated more than 
1 billion ton-miles in fiscal year 1957, but only 770,846,255, or 76 
percent, were utilized, The factor of partial utilization is noted here 
only to allay any inference that the 236.8 million ton-miles estimated 
to be lost by reduced operations are all productive ton-miles. 

Having come up with a putative savings figure of $17.2 million 
related to a loss of 236.8 million ton-miles of MATS airlift, the Air 
Force then estimated how much commercial airlift could be procured 
with this amount of money. The answer was given as 93 million ton- 
miles of commercial lift, or about % of the ton-miles asserted to be 
“lost by curtailing MATS.” 

The Air Force didn’t stop there. It went on to speculate what effect 
a sudden and substantial airlift procurement would have had on 
the commercial market. Its conclusion was— 


that large-scale purchases of commercial airlift in this period 
would have quickly used up whatever excess capacity 
existed in the market, and the increased demand would have 
forced prices upward. 

The “conservative” estimate then was given that $17.2 million 
would in fact have bought, not 90 million ton-miles, but 60 million 
ton-miles of commercial airlift, or about one-fourth of the airlift said 
to be lost to MATS if its operating rate were cut back. Thus the Air 
Force arrived at the conclusion, stated at the outset, that for every 
ton-mile of commercial airlift bought with reprogramed dollars, the 
production of military airlift would be reduced by about 4 ton-miles. 


EVALUATION OF AIR FORCE CASE 


This was an inspired exercise in arithmetic by the Air Force, 
supported by the Department of Defense—the more inspired because 
it started with statistical averages rather than hard cash and because 
no supporting data were given for the estimates. 

The assumption and facts in this exercise are questionable on their 
face, and the subcommittee believes it is important to examine them. 

First of all, let us consider the $17.2 million allegedly saved by a 
reduction of MATS daily operating rate from 4.3 to 3.3 hours. Cost 
figures submitted by the Air Force in connection with the hearings 
put the cost of MATS transport (excluding aeromedical evacuation 
and special air mission) for fiscal year 1957 at approximately $225 
million (table 12). A saving of $17.2 million represents only 7.6 
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percent of this cost. In other words, for a 23.3 percent reduction in 
operating rate (from 4.3 to 3.3 hours), only a 7.6 percent saving in 
cost is estimated. 

If we assume, contrary to the Air Force estimate, that reductions in 
utilization and in costs are proportionate, then the estimated savings 
should be $52,425,000 (23.3 percent of $225 million). For this 
amount of money, the Air Force could procure 283.5 million ton-miles 
of commercial airlift? as compared with the 236.8 million ton-miles 
of MATS airlift allegedly lost by a 1-hour reduction in the daily 
operating rate. On this assumption, rather than a loss in ton-mileage 
of 4 to 1 by reducing utilization 1 hour, there is actually a gain of 1 
to 1.197. 

The subcommittee does not stand on this alternative assumption; 
it is offered only to question the savings estimates of the Air Force. 
Available cost data on the MATS operation do not permit a precise 
analysis of the costs which would be expected to decrease directly 
with the utilization rate. 

These directly decreasing costs, as the Air Force suggested, would 
include temporary crew duty, travel allowances, fuels and lubricants, 
parts and supplies, and contract maintenance for depot level overhaul. 
They would include other substantial costs (and savings) if a 23.3 
percent reduction in the operating rate also led to a reduction of 
personnel and facilities, but such reduction the Air Force opposes on 
the ground of defense need. 

Even if the personnel and facilities must be maintained without 
diminution for defense purposes, it does not follow that all of the 
ton-miles generated by MATS in peacetime are essential airlift. 
The loss of 236.8 million ton-miles equated to a reduction of 1 hour 
in the daily operating rate would not necessarily have to be compen- 
sated by the same amount of commercial airlift. Therefore it is not 
altogether appropriate to compare the expected loss in gross military 
ton-mileage with the specific commercial ton-mileage which could be 
procured on the basis of the estimated savings derived from reduced 
military utilization. 

Another estimate which the subcommittee questions is the sharp 
upward revision in commercial rates assumed by the Air Force to 
accompany increased procurement of commercial airlift. The Air 
Force asserted that airlift procured with reprogramed funds would 
cause civilian capacity to be “quickly used up,” forcing rates up 
from 18.49 cents a ton-mile to 28.67 cents a ton-mile.‘ 

The subcommittee would not discount the possibility of some in- 
crease in commercial rates, particularly in view of the carriers’ 
complaints that the fierce competition for military business is forcing 
excessively low rates. The Air Force suggestion comes with par- 
ticularly ill grace, however, at a time when excess civilian capacity 
is substantial and some carriers are economically hard pressed. 


EXCESS COMMERCIAL CAPACITY 


Air transportation analysts have advised the subcommittee that 
civilian carriers bidding on MATS charters utilized only 23 percent 


8 Using the Air Force estimate of 18.49 cents per ton-mile (90 million ton-miles divided by $17.2 million) 
for commercial transport, and assuming no upward revisions in commercial] rates. 

‘90 million ton-miles purchased at $17.2 million equals 18.49 cents a ton-mile; 60 million ton-miles pur- 
chased at $17.2 million equals 28.67 cents a ton-mile. 
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of their ton-mile capacity in fiscal year 1957; that even with an addi- 
tional 236.8 million ton-miles of traffic, they would utilize only 
57.5 percent of capacity. 

The Air Transport Association, representing the certificated 
carriers, submitted data showing load factors of carriers over routes 
competitive with MATS for June and November 1957, representing 
high and low months of traffic on international routes. These data 
indicated varying amounts of excess capacity, although ATA explained 
that the capability of the carriers frequently could be increased by 
setting up extra sections and charters to supplement scheduled flights; 
also that additional capacity was offered to MATS on many occasions 
but not accepted (hearings, pp. 57, 60). 

The Independent Airlines Association, representing the supple- 
mental or noncertificated carriers, testified that the daily utilization 
rate on 4-engine aircraft of their members had gone down from an 
average of 6 hours in June 1957 to 4 hours in December of the same 
vear. This indicated a decline in business during the first half of the 
fiscal year, when the 40-20 formula for increased commercial 
procurement by MATS was to have taken effect (hearings, p. 82). 

Raymond A. Norden, president of Seaboard and Western Airlines, 
Inc., called attention to recent estimates of the United States com- 
mercial airlines that they have 2,579 million ton-miles a year of unused 
space, which he considered sufficient to carry all MATS traffic. He 
testified that his company made some 28 scheduled flights across the 
Atlantic last September, as compared to 880 Atlantic flights by 2 
divisions of MATS. Mr. Norden said his company could produce 
a 600-percent increase in service without having to buy more aircraft 
(hearings, pp. 265, 269). 

Without passing on the validity of these and other estimates, and 
recognizing that aggregate capacity figures or average utilization rates 
do not always mean immediate availability of aircraft for military 
airlift, the subcommittee is convinced that a substantial amount 
of excess capacity can be absorbed in military procurement without 
affecting rates, particularly if the procurement is spread over the 
period of the fiscal year as contemplated by the Senate Appropriations 
Committee report. In fact, as several witnesses pointed out, a heavier 
volume of business resulting from increased commercial procurement 
might well enable the carriers to reduce costs and therefore to offer 
more favorable rates to the Government (hearings, pp. 272, 299). 


MILITARY DIEHARD POSITION 


As a commonsense proposition, the Department of Defense and the 
Air Force could have taken steps to show reasonable compliance with 
the congressional directive. Instead of adopting a diehard position 
of refusal to reprogram, they could have pointed out that MATS 
commercial procurement of passenger service, as shown in the first 
half of fiscal year 1958, already approached the 40-percent figure 
(especially if the ton-mile basis of computation were used), and that 
funds would be reprogramed mainly for procuring twice as much 
cargo service to achieve the 20-percent figure. In an Air Force budget 
for operation and maintenance and personnel approximating $8 billion, 
the amounts to be reprogramed for commercial air service would have 
been modest indeed. 
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Rejecting this approach, the Department of Defense and the Air 
Force first made a show of compliance by reinterpreting the con- 
gressional directive, then developed a case against compliance when 
the Senate committee affirmed its original intent. 

Even the phrase ‘‘as nearly as possible” in Senate Report No. 543 
was construed, not as an instruction to strive for fulfillment of the 
40-20 formula, but as a qualification permitting MATS to fully 
utilize its own resources first. The subcommittee learned through 
subsequent inquiry that the Air Force actually turned back to the 
Bureau of the Budget $6 million of fiscal year 1958 funds initially 
intended for procurement of cargo airlift. 

The issue presented here is whether the Department of Defense or 
the Appropriations Committee, speaking for the Congress, is the final 
arbiter of what, in the Department’s phrasing, ‘‘is actually in the best 
interests of the Government.” 


EARMARKING DOLLAR AMOUNTS 


The subcommittee suggests that if the Appropriations Committees 
want to insure compliance with requests of the kind involved in the 
40-20 formula, they should write into the appropriations bills the 
dollar amounts to be spent for commercial procurement. Reprogram- 
ing is not a very satisfactory method of deriving the necessary funds. 
It implies that appropriations for designated categories of Air Force 
activity were excessive in the first instance. 

By comparing the funds requested for commercial augmentation 
with the funds requested for MATS’ airlift operations, the Appro- 
priations Committees can get rough approximations for the fiscal 
year ahead of the MATS-commercial ratio of airlift, computed sep- 
arately for passenger and cargo service. If the amounts requested 
for commercial procurement fall short of a desired percentage, then 
additional dollar amounts can be earmarked in the appropriation bill. 

If such a procedure were adopted, the Appropriations Committees 
would be faced with the decision whether compensatory adjustments 
should be made by reducing the amounts requested for MATS’ 
own airlift operations. This would involve : a judgment as to the effect 
of any such reductions on MATS’ utilization rate and its readiness 
capability. 

Air Force requests for MATS appropriations are based on a given 
complement of aircraft flying so many hours per day (on the average) 
throughout the fiscal year. The amounts requested for commercial 
augmentation supposedly are based on the difference between this 
expected capability and the estimated requirements presented by the 
military users of MATS airlift services. 

If commercial augmentation were to be set at 40 percent of MATS 
passenger and 20 percent of MATS cargo airlift requirements, the Air 
Force has estimated that during fiscal year 1958, the $54.7 million to 
be spent for commercial passenger service would have had to be 
increased by $3 million, and the $15.1 million for commercial cargo 
service would have had to be increased by $17.4 million.® 


5 Department of Defense appropriations for 1959, hearings before the Subcommittee of the Committee on 
Appeogtiatias, House of Representatives, 85th Cong., 2d sess. (Apr. 14, 1958), p. 843. 
6 Ibid., p. 779. 
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For fiscal year 1959, according to the Air Force estimates, com- 
pliance with the 40-20 formula would entail the expenditure of $58.4 
million for commercial passenger service and $30.1 million for com- 
mercial cargo service.’ Since the tentative estimate of commercial 
augmentation for fiscal year 1959 is $84 million, procurement of this 
amount of airlift service would go a substantial way toward meeting 
the 40-20 percentage figures. 


LIMITATIONS OF 40-20 FORMULA 


The subcommittee does not suggest by this discussion that the 
40-20 formula is an adequate standard for MATS procurement of 
commercial air services. Evidently it was an expedient resorted to 
by the Congress for a given fiscal year in an endeavor to effect more 
responsive action by the Department of Defense. The dissatisfaction 
with the limited military effort to procure commercial airlift was 
noted in Senate Report No. 543. 

Mr. Tipton of the Air Transport Association, who originally pro- 

osed the formula at the 1958 appropriations hearings, expressed the 
belief that it was not a very satisfactory means of obtaining a sufficient 
share of traffic for civil carriers. He viewed this approach as “arbi- 
trary” or ‘‘mechanical” and tending possibly to freeze a maximum 
standard for future procurement. He presented an alternative for- 
mula, discussed later in this report (sec. XI), which he considered 
as offering promise of ‘‘a transfer of substantially a greater amount 
of traffic to the commercial carriers than 40-20” (hearings, p. 52). 

The 40-20 formula suffers from some obvious defects. As already 
noted, it can be computed in several different ways. Percentages 
based on passenger-miles and ton-miles are not the same as those 
based on number of passengers and number of tons of cargo. 

Furthermore, it is difficult or impossible to determine whether this 
standard is being met until months after the event. Present methods 
of estimating requirements and of budgeting for procurement of 
commercial air services do not permit a running computation of 
military-civil traffic ratios. Not until the fiscal year is well gone or 
ended can anyone tell whether or how close MATS traffic comes to 
meeting the designated percentages. 

More significant than any of the above shortcomings, to some 
critics, is the lack of assurance that an arbitrary percentage will ac- 
complish a major purpose for which MATS traffic should be placed 
with the civil carriers. This purpose is to help promote a ready 
reserve civil airlift for national defense. A percentage standard 
means that procurement from the civil carriers would move up or 
down with the level of MATS traffic. It does not guarantee that the 
unutilized airlift of the civil reserve fleet specifically would be put to 
use in moving military passengers and cargo. 

If CRAF is to serve its wartime function, then the military authori- 
ties have an obligation to assist the participating carriers by every 
legitimate means. In the next three sections, the subcommittee 
examines various alternative proposals to the 40-20 formula for 
allocating air traffic to the civil carriers. 


7 Tbid., p. 780. 
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X. Arr Force Bamment ProGRAM 


Although the Air Force refused to reprogram funds for increased 
procurement of commercial air services according to the congressional 
40-20 formula, it devised a program of its own for civil participation 
in MATS airlift operations. 

A Department of Defense press release of November 22, 1957, 
announced that MATS had advised a group of civil air carriers meeting 
at MATS headquarters in Washington, D. C., that civil air companies 
would be needed to operate 10 MATS aircraft: 5 C-118’s in the 
Pacific area for the movement of passengers and 5 C-—54’s in the 
Atlantic area for the movement of cargo (hearings, p. 21). 


Inauguration of the program— 
said the press release— 


is for the purpose of determining the advantages and dis- 
advantages of having military air transport aircraft oper- 
ated by civilian companies. 


A proposed contract was put before the civil carriers’ representatives 


at this meeting, the highlights of which were described in the release 
as follows: 


(1) That the civilian carriers utilizing Government 
aircraft will be required to furnish air transportation services 
for the movement of cargo and passengers and (2) to provide 
transportation and participate in test exercises in any 
geographical area as directed by the commander, MATS; 
and (3) provide transportation in support of MATS war 
plans in any geographical area as directed by the commander, 


MATS. 


The last requirement, it was explained, could result in civil air 
carriers operating in or near hostile or unfriendly territory, and they 
would be expected to provide the same service as military aircraft 
provide in time of war. 

The civil carriers were given a period of 3 days to furnish any 
comment on the proposed contract, after which a definitive contract 
would be prepared and procurement would be formally advertised. 
The effective date for inauguration of the service was scheduled 
February 1, 1958. 

CHAIRMAN’S OBJECTIONS 


On November 25, 1957, Chairman Holifield wrote to Secretary of 
the Air Force James H. Douglas, stating he was advised that MATS 
would regard the bailment program as falling under the category of 
MATS utilization of civil air carriers and so would compute this 
traffic against the 40-20 standard set forth by congressional com- 
mittees. The chairman strongly objected to such a procedure as 
contrary to the plain intent of the congressional committees and 
criticized the proposed bailment program as (1) failing to effect true 
cost comparisons of civil-military operations, since costs of bailed 
aircraft and other basic costs would be eliminated; (2) concentrating 
all the business in 1 or 2 carriers rather than in a broadly based sec- 
tor of the industry; (3) rendering idle the equivalent privately owned 
capacity of the successful bidder, and (4) favoring financially stronger 
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bidders with minimal equipment obligations who could more easily 
afford to let their own equipment stan a idle while flying Government- 
owned bailed equipment (hearings, pp. 18-419). 

As stated earlier, the subcommittee hearings were called before 
the contracts were to be let, in order to hear civil air carriers’ objec- 
tions and to examine the purposes and terms of the bailment program. 
Industry and union witnesses were unanimous in their opposition to 
the program as proposed by the Air Force. These objections are 
summarized under captions below. 


LIMITED CONSULTATION WITH INDUSTRY 


Air Transport Association witnesses stated that industry repre- 
sentatives were not consulted in the development of the program, and 
that they were given only 7 days to study the detailed terms of a 
draft contract and to submit comments. First word of the bailment 
program came to the ATA office in a MATS wire of November 18, 
1957, announcing the November 22 meeting. The press release of 
November 22 was read to industry representatives tele any dis- 
cussion of the program (hearings, pp. 19, 21). 

The proposal was presented in the form of an invitation to bid, 
containing a mass of detail, which was to be circulated among industry 
members and returned with comments within a period of 7 days, with 
a Thanksgiving holiday and weekend intervening. Under the original 
proposal, “the comments were to be submitted | by November 29, the 
invitations for bid to be sent out December 5, these to be returned 
by December 27, and a contract to be awarded by January 5, 1958 
(hearings, p. 22). 

ATA representatives were able to get an extension of time to De- 
cember 9 for submission of comments. A second meeting was held 
on that date, at which industry spokesmen stated their position on 
the bailment program. Various suggested changes in the terms of 
the draft contract were made then and in several subsequent meetings. 
Although ATA members opposed the bailment program in principle, 
they said they wished to cooperate in improving it, and many of their 
suggestions were adopted (hearings, p. 22). A new bid date was set 
for January 15, 1958. 

The draft contract and supporting documents had various provisions 
relating to flight personnel, who would have been required to sign 
affidavits with regard to the performance of certain contract services. 
Clarence N. Sayen, president of the Air Line Pilots Association, 
stated that his organization was not consulted by the Air Force 
in the development of these provisions, and that he learned of some 


details of the program from pilots who sought the association’s 
advice (hearings, p. 179). 


NONCOMPLIANCE WITH GOVERNMENT POLICY 


Industry witnesses emphasized that the bailment program was 
not responsive to congressional policy statements and specific requests 
that the Air Force provide additional traffic for civil carriers. They 
viewed the proposed program not as supplying more airlift for Nid 
carriers, but merely as substituting Government planes for those 
private ly owned (hearings, pp. 67, 74, 160). 
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Mr. FitzGerald of the CAB said that the bailment program, as he 
understood it— 


would not meet the objectives of the President’s policy 
(as expressed in the report of the Air Coordinating Committee). 


It would not do that, because basically it would not take a 
pound of cargo or a single passenger and put it on an aircraft 
operated by the civil carriers. What it would do, basically, 
is that it would put civilian pilots and crew on military 
aircraft (hearings, p. 298). 


UNCERTAIN OBJECTIVES 


Industry witnesses declared themselves unable to understand 
clearly the purposes of the bailment program. If the feasibility of 
manning military airplanes with civilian crews was to be tested, 
they were convinced that civil carriers had amply demonstrated their 
ability to work for the military under actual wartime conditions. 
Civil carrier performance in the Korean war, the Berlin airlift, and 
in other emergency operations was cited (hearings, pp. 24-25, 159- 
160). 

lf the test purpose was to obtain cost comparisons between civil 
and military aircraft, then obviously, the witnesses said, this purpose 
would fail since the carriers would not be using their own equipment 
and other resources. Witnesses generally were agreed that no new 
economic or other information would be forthcoming from the bail- 
ment test program, and that if such information were desired, it could 
be obtained by civil carrier operations through straight charter or 
leasing arrangements. 

Under certain circumstances, it was believed, a bailment program 
might be useful—as a means for carriers to obtain operating experience 
with new or special purpose aircraft, or as a aaedl transport resource 
after all available capacity of commercial carriers had been economi- 
cally utilized (hearings, pp. 68, 104-6). The Air Force proposal, on 
the contrary, would put out obsolete aircraft for carrier use under 
contract. 

If the bailment test program, whatever its purposes, proved to be 
successful, and were systematically extended, then from one point of 
view it would eliminate the use of civil aircraft in military transporta- 
tion; from another, it would eliminate the need for MATS as an 
operating entity, since the airlift function conceivably could be per- 
formed by wholly civilian personnel (hearings, pp. 109, 158-9). 


LACK OF INCENTIVES TO INDUSTRY 


Under the bailment program, witnesses pointed out, the successful 
bidder would be no more than a hiring agent or supplier of flight 
crews and line maintenance mechanics for MATS. The suggestion 
was made that if such a program is to be pursued, the Air Force 
would do better to hire civil crews and mechanics nn tly, thereby 
saving contractor profit and overhead (hearings, p. 1/¢). 

Using military aircraft while their own equipment remaine? idle, 
civil operators would have no opportunity or incentive to improve 
service or to cut costs by good management, or to expand their fleets. 
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Several operators specifically stated to the committee that if the 
bailment program took effect, they would be compelled to sell some 
of their own aircraft or to cancel planned purchases of new aircraft 
(hearings, pp. 11, 149, 164). 

A distinction was drawn between this bailment program and the 
World War II practice of using commercial carriers to airlift a sub- 
stantial portion of military traffic. At that time the military owned 
all of the modern heavy transport aircraft and the airlines had none. 
Whereas the problem then was to move traffic by all available means, 
regardless of cost, the problem now, as stated in ATA testimony, is 
to expand civilian capacity and assure continued modernization of 
the civil fleet (hearings, p. 11). 

The union spokesman in the air transport industry decried cut- 
throat bidding practices of potential bidders on the bailment program 
(hearings, pp. 135, 288-9). As explained in a communication by 
George R. Petty, Jr., president of the Flight Engineers’ International 
Association (hearings, p. 135): 


Many of our members have already been asked by their 
employers to accept substandard wages and working condi- 
tions in order to permit the company to make a low bid on a 
bailment contract. Since the major portion of the cost to 
MATS of a bailment operation is the wages of flight-crew 
members, pressure is immediately imposed on the bidding 
companies to depress wage rates and reduce the cost of 
rules and working conditions. The employer is thereby en- 
couraged to make a profit, not from his skill for his services 
in transportation, but by selling at a markup the low-cost 
labor of his employees. This is a most discouraging system 
to be imposed upon union labor by Government action, 


MILITARY DOMINATION OF PROGRAM 


Industry witnesses objected to terms and conditions of the draft 
bailment contract which, they said, would put the operator in a 
difficult or untenable position. Objection was taken, for example, to 
the arrangement whereby the civil operator would be held responsible 
for a given amount of aircraft utilization without being allowed to 
set his own schedules, or to control ground handling services (hearings, 

. 23). 

CAB Counsel Ross I. Newman described the bailment arrangement 

as follows (hearings, p. 344): 


Under the bailment, as we understand it, Mr. Chairman, 
the carriers, the civil carriers, are to supply the air crews 
and certain line maintenance. The character of the MATS 
flight operations will remain exclusively governmental, as it 
is now. The aircraft will be operated on MATS schedules, 
pursuant to MATS’ procedures, under MATS’ executive 
direction, and major overhauls will be performed by MATS, 
and, »>f course, the title to the aircraft will remain in MATS. 


Mr. Newman pointed out that civil air regulations pertaining to 
crew qualifications and performance would not be wholly applicable 
to bailed military aircraft since these would come under the legal 
definition of “public aircraft’? under the Civil Aeronautics Act. 
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While MATS could specify the standards of the civil air regulations 
by contract, the Civil Aeronautics Administration would not be 
required to enforce regulations with respect to the crews (hearings, 
p. 345). i 

Flight operations under both military and civil regulations were 
seen as a complicating factor (hearings, p. 261). 


AIR FORCE TESTIMONY 


The strong and concerted opposition of industry and union spokes- 
men to the Air Force bailment program seemed to come as a surprise 
to the Air Force. Assistant Secretary Sharp insisted— 


that this program was initiated with the idea of bringing 
industry more closely into the MATS operation, and not 
with any idea of working any hardship on industry (hearings, 
p. 407). 


At another point he said (hearings, p. 501): 


The Air Force has a clear interest in encouraging the 
development of the civil air transport industry as a whole, 
and in continuing the working relationships which now exist 
between the military and the industry. It was with this in 
mind that the test program for contract operation of military 
aircraft was proposed, following the principle set forth in 
last year’s hearings by Secretary Douglas. 


Secretary Douglas’ statement, to which Mr. Sharp adverted, was 
made before the House Appropriations Committee early in 1957. 
Explaining certain Air Force leasing arrangements with commercial 
carriers, Secretary Douglas said:® 


The Air Force has no intention at this time of leasing more 
aircraft to carriers. In the present situation in which 
MATS lift is being substantially supplemented by civil 
contract lift it is difficult to justify decreasing the MATS 
capability by the leasing of aircraft. There does seem to be 
good reason to consider - meeting some part of the increasing 
requirements for contract lift ‘by making military aircraft 
available to carriers to fly under contract “for the Air Force. 
Although MATS would lose an aircraft, that aircraft would 
be operated at a higher rate of utilization and the with- 
drawal of an aircraft from MATS could provide additional 
crew and maintenance personnel which would permit some 
increase in utilization of MATS aircraft. The difficulty of 
increasing MATS utilization seems to give some merit to 
exploring the possibilities of this type of contract operation 
within the limits of maintaining a sufficient military transport 
operation. 


The bailment program was developed by the Air Staff at Air Force 
Headquarters following Mr. Douglas’ suggestion. Brig. Gen. A. T. 
Wilson, Jr., of MATS Headquarters, stated that MATS originally 
did not advocate the bailment program but had worked out the 
contract details as an operating agency pursuant to direction from 
higher authority (hearings, p. 552). 


8 Department of Defense Appropriations, 1958, hearings before the subcommittee of the Committee on 
Appropriations, House of Representatives, 85th Cong., Ist sess.. Dt. 2, p. 1641. 
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Assistant Secretary Sharp repeatedly referred to the bailment pro- 
gram as a technique for cooperative military-civil working relation- 
ships, and even for bringing more business to commercial operators. 
It is plain from Secretary Douglas’ testimony, however, that the 
main consideration was to increase the utilization rate of MATS 
aircraft. At the subcommittee hearings, Col. Earl Hedlund, Deputy 
Director for Transportation at Air Force Headquarters, suggested 
that the bailment program was a means of getting cheaper airlift 
services than by normal procurement. He said (hearings, p. 560): 


Sir, you have outlined the problem of the commercial 
operators very well. 

We also have a responsibility in the military, sir, to do 
the most that we can with the resources made available. 
We were attempting this test program in the interests of 
obtaining our airlift support for our vital military missions 
at the least out-of-pocket and total overall expenditure of 
resources. 

We had the equipment on hand and we thought by the 
application of this principle we could procure our commercial 
airlift at less resources than acquiring it on a commercial 
carriage or contract market. 


The Air Force adopted the subcommittee’s suggestion made in 
a letter of January 14, 1958, that the bailment program be postponed 
pending completion of the subcommittee’s hearings and report, and 
a reconsideration of the matter by the Air Force. Accordingly 
invitations to bid were withheld (hearings, pp. 354, 501-502). 


XI. Exercisinc tue Crviz Reserve Arr FLEEt 


In place of the bailment program, which would not utilize civil 
aircraft, and of the 40-20 standard, which is subject to other limita- 
tions, several proposals have been advanced to relate military procure- 
ment of commercial airlift more directly to CRAF. These proposals 
range in scope from (1) utilizing a limited number of CRAF planes 
immediately in military airlift, to (2) gearing military procurement 
of commercial airlift to the unutilized capacity of those CRAF planes 
being bid on military charters, to (3) giving absolute priority to civil 
air carriers in the movement of all military traffic. 


INDEPENDENT AIR LINES PROPOSAL 


Maj. Gen. John P. Doyle (USAF, retired), executive director of the 
Independent Air Lines Association; L. C. Burwell, Jr., chairman of the 
board of directors, Overseas National Airways; and Fred R. Atkins, 
president of Central Air Transport, put before the subcommittee a 
proposal that 24 of the 48 DC—4 aircraft of Independent Air Lines 
Association members currently enrolled in CRAF— 

be operated for a 90-day period, beginning immediately in 
the MATS overseas cargo pattern, on the basis of 10 hours 
per day. 


The testimony also indicated that a more permanent arrangement 
along this line was desired (hearings, pp. 126, 144-145, 625). 
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These aircraft belonging to the supplemental carriers, it was pointed 
out, are not committed to route-type operations, are readily available, 
and are experienced in moving military traffic. Whereas the Depart- 
ment of Defense spends large sums of money each year testing and 
exercising weapons systems and support systems, CRAF as a major 
support system never has been tested in actual operation. This plan 
for CRAF exercise, its proponents said, would yield valuable informa- 
tion, permit valid cost comparisons of military and civil operations, 
and solve many operating problems of the kind that would arise in 
full-scale mobilization of civil air transport. 

In a presentation to the Assistant Secretary of Defense (Supply 
and Logistics), the Independent Airlines Association estimated that 
the plan could be carried out on a 90-day basis for slightly less than 
$6 million. For this outlay MATS would receive needed airlift 
services, eliminate traffic backlogs, test the use of civil aircraft in 
military operations, and obtain information of benefit to the whole 
CRAF program. The participating carriers, for their part, would 
derive a measure of economic support at a critical time, since their 
very existence, largely dependent on military business, is in jeopardy. 

When Chairman Holifield, by letter dated March 4, 1958, to Secre- 
tary Douglas of the Air Force, requested information as to the possi- 
bilities for increased procurement of commercial airlift, Secretary 
Douglas cited the Independent Airlines proposal in his reply. He 
said the Air Force was always ready— 


to consider means by which our use of augmenting com- 
mercial airlift can be improved, either for peacetime or 
emergency planning purposes. 


According to Secretary Douglas, the air staff would review and 
evaluate the proposal as to cost, source of funds, appropriateness of 
procuring carriers’ services without recourse to competitive bidding, 
and impact of the funding for this exercise on MATS’ own readiness 
position. 

REJECTION OF INDEPENDENTS’ PROPOSAL 


The subcommittee would have been led to believe by Secretary 
Douglas’ letter, stamped April 5, 1958, that the Independent Air- 
lines plan was under active consideration. The subcommittee learned, 
however, that a letter dated April 4, 1958, 1 day before Secretary 
Douglas’ letter to the chairman, was sent by Assistant Secretary 
of Defense McGuire to General Doyle which stated objections to the 
plan and concluded with this statement: 


the proposal of this association is very much appreciated and 
it is regretted that favorable action cannot be given to it. 


The Department of Defense objections, as conveyed by Mr. 
McGuire, were that the limited number of aircraft inv olved “would 
be of questionable value” as an exercise of CRAF or as a test of 
integrating large numbers of aircraft in military route systems, with 
the attendant administrative and operational problems of assembling 
large numbers of crews and aircraft at the two focal points of Idlewild 
and Travis. 

The only thing tested in such an exercise, Mr. McGuire said, would 
be ‘‘the ability of domestic operators to conduct overseas operations 
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with a minimum of delay’’ and this would have little importance for 
those companies regularly engaged in such operations. He observed 
also that an exercise of this kind would be subject to advertised bidding 
under the Armed Services Procurement Regulations. 


SLICK AIRWAYS PROPOSAL 


Delos W. Rentzel, chairman of the board of directors, Slick Air- 
ways, Inc., proposed that bidder qualifications on military charters 
be established by the Civil Aeronautics Board, that one of these quali- 
fications be commitment of the privately financed aircraft to CRAF, 
and that the military put up for fixed charters, of 6 months to a year 
duration, a volume of passenger and cargo traffic which would utilize 
at least 70 to 75 percent of CRAF bidders’ capabilities (hearings, 
pp. 94, 102, 106). 

In support of his recommendation Mr. Rentzel pointed out that 
of the 368 aircraft in CRAF, approximately 304 are maintained and 
utilized in civilian commercial operations and only about 64 are being 
bid on MATS charters. Thus, by helping to utilize fully the 64 air- 
craft, less than 20 percent of the civil aircraft earmarked for an 
emergency, the military authorities would ready the whole CRAF 
for military use. 

Company analysts, elaborating this proposal, calculated on the 
basis of fiscal year 1957 data (the most recent then available) that to 
utilize 75 percent of the capacity of the 64 CRAF aircraft bidding on 
MATS charters, MATS would have had to allocate to them 65 percent 
of its passenger traffic and 40 percent of its cargo traffic. 


AIR TRANSPORT ASSOCIATION PROPOSAL 


To strengthen CRAF and insure dependable civil aviation resources 
for defense planning, the ATA outlined a series of steps for determining 
both wartime and peacetime airlift requirements and the means of 
their fulfillment by military and civil carriers. This plan was en- 
dorsed as “basically sound” by General Doyle of the Independent 
Airlines Association (hearings, pp. 10, 71). Summarized here is the 
part dealing with peacetime airlift, The ATA proposed these steps: 

(1) Peacetime military airlift requirements should be deter- 
mined by the Department of Defense and forecast as far ahead as 
practicable. 

(2) The civil air carrier industry should be invited to move 
this traffic in its own planes—either in common carriage on the 
scheduled airlines, or on contract, or both. 

(3) If all peacetime military airlift requirements were accom- 
modated by civil carriers, MATS then should be maintained in a 
condition of instant readiness, performing technical and other 
specialized military tasks. 

(4) If some peacetime -military requirements remained unac- 
commodated by civil carriers, a sufficient number of MATS air- 
craft should be leased to commercial operators for the specific 
purpose of moving military traffic. 

(5) If there were still any residue of peacetime military re- 
quirements, the Air Force should undertake a bailment program 
or operate scheduled-type peacetime service with military 
aircraft. 
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AIR FORCE TESTIMONY 


CRAF testing to date has been confined to “paper’’ exercises (hear- 
ings, pp. 260, 744). Since the size of CRAF, according to an Air 
Force statement, is geared to meeting 40 percent of wartime airlift 
requirements within a certain period, the question was put to Assistant 
Secretary Sharp whether the Department of Defense had any objec- 
tion to utilizing CRAF to carry the same proportion of military traffic 
in peacetime. He replied (hearings, p. 399): 


I would think that certainly if we have a CRAF fleet 
which we feel that we must have, the size CRAF fleet we 
feel we must have for D-day operation, that certainly it 
would be incumbent on the Defense Department if it were 
impossible for commercial operations to exercise them to do 
something toward exercising them to the minimum extent 
required. 


Mr. Sharp observed that CRAF is based mainly on the large com- 
mercial carriers which exercise their aircraft in their own business 
operations without benefit of military help, except for such military 
passenger business as they receive. He acknowledged, however, in 
view of representations made to the subcommittee: 


This is an area which we would have to investigate, there 
is no question about that (hearings, p. 399). 


At a later point in the hearings, Col. Harold M. Brecht, of the 
MATS planning staff, saw little use in exercising CRAF carriers. He 
said (hearings, p. 745): 


The CRAF planes are flying daily. There is no question 
in our mind but that the civil planes and crews can fly 
operationally. They do it every day, and, as such, we 
don’t normally see a requirement to divert aircraft from 
their scheduled commercial operations and run them over- 
seas to prove to us they can fly airplanes. We know they can 
do that. 


Colonel Brecht expressed doubt, referring to the economic problems 
of a particular carrier, that it could be kept in business merely by an 
exercise of CRAF aircraft. 


SUBCOMMITTEE OBSERVATIONS 


The Air Force places great emphasis on the exercise of MATS for 
wartime readiness, but minimizes the value and importance of exer- 
cising CRAF. This reflects Air Force skepticism of the real useful- 
ness of CRAF in wartime, a matter discussed later in this report 
(sec. XITI). 

While the Air Force did not hesitate to propose a bailment program, 
in which civilian operators would fly 10 military transport aircraft, 
a counterproposal to engage 24 civil aircraft in CRAF for test purposes 
was dismissed as too “limited” for such purposes. 

Assistant Secretary Sharp professed to recognize the need for some 
kind of CRAF test program, but, so far, no civil-carrier suggestion has 
been accepted by the Department of Defense and nothing has been 
done. 
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MATS is instructed by Department of Defense directive to pro- 
cure 





commercial airlift service in peacetime on a basis which will 
contribute to the sound economic development of an increased 
modern civil airlift capacity and enhance the ability of 
civil carriers to operate with maximum effectiveness in sup- 
port of the military forces in wartime. 


Air Force regulations direct that the use of commercial airlift services 
be related to the civil reserve fleet. 

No one in the Department of Defense has taken these instructions 
seriously. ‘Sound economic development” is construed to mean that 
development which the civil carriers can achieve without military 
support. If, as a consequence, the civil reserve fleet is reduced, 
rather than increased, by this policy of military indifference, then 
CRAF simply gets a smaller role in military planning. The military 
concept is readying what is available in CRAF, not promoting its 
expansion. As Colonel Brecht stated (hearings, p. 688): 


The original concept of the CRAF program, sir, was to 
take that commercial and civil capability which was available 
and through definitive planning and programing, be ready to 
use it in time of war. Not necessarily to build up the civil 
industry to supplement or augment the military. 


Reduced to the routine form of an Air Force regulation, civil carriers 
will be used— 


in emergency to the extent that they are available and 
needed to support military operations. 


The subcommittee sees merit in tying military procurement of 
commercial airlift more directly to the CRAF program. Whether this 
can be done under competitive-bidding procedures would have to be 
determined on the basis of actual experience in the framework of a 
new arrangement for greatly expanded use of commercial airlift 
services. If competitive-bidding procedures would work against the 
strengthening of the civil reserve fleet, then there is ample leeway in 
existing law for modifying procedures. 

Mr. McGuire’s statement to the Independent Airlines Association 
that use of its members’ 24 CRAF planes would be subject to adver- 
tised bidding overlooks the fact that commercial air services are pro- 
cured by negotiation as well as by advertised bids. The proposed 
bailment contract, for example, would have embodied a mixture of 
services procured both by advertised bid and by negotiation. Call 
charter services procured by MATS are not formally advertised, but 
involve allocations based on evaluations of carrier capabilities and rate 
tenders, as described in section XVIII. Negotiation also is used in the 
procurement of domestic air cargo services. 

In relating procurement of commercial airlift to CRAF, it should 
not be assumed that the CRAF program, as presently constituted, 
necessarily is adequate. The objective should be not only to main- 
tain the present CRAF in a strong and healthy condition, but to 
enable it to expand. 

The proposal that civil air carriers should have first preference in 
moving military traffic runs full tilt against the Department of 
Defense policy that its own resources should have first preference in 
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overseas transportation. A workable compromise is needed to break 
the present impasse. For the future, the Congress may have to 
decide how these competing resources should be dovetailed in the 
public interest. 


XII. Srarurory Formunas ror ArrRuirr PROCUREMENT 


Refusal by the Department of Defense to adjust its military air 
transport policies to allow greater participation of civil carriers has 
led to proposals for statutory enactments which would make such 
action obligatory. These proposals range from general policy declara- 
tions giving civil carriers preference, to a 50—50 division of traffic, to 
mandatory use of civil carrier services so long as they are available 
at fair and resonable rates. 


POLICY DECLARATION 


The Civil Aeronautics Board, we have noted, would put the legisla- 
tive prescription in general terms, such as giving “preferential con- 
sideration” to civil air carriers’ facilities and using them “to the 
maximum extent possible consistent with economical operations.” 
This proposal, in the form of an amendment to the Civil Aeronautics 
Act, would write into law as a congressional declaration of policy the 
sense of recommendations that have been made in various congres- 
sional and other official reports, summarized in section VII. 


FIFTY-PERCENT FORMULA 


Others believe that a general declaration of policy is not sufficient 
to cause any change of heart or responsive action on the part of the 
military. Such general policy statements have been subject to qualify- 
ing interpretations which rob them of meaning and result in mere lip- 
service. Drawing on the precedent of a statute which applies to the 
ocean transportation of cargo, they would write into law the require- 
ment that at least 50 percent of MATS traffic be moved in United 
States civil air carriers. 


EXCLUSIVE CIVIL CARRIAGE 


Another proposal is that the Civil Aeronautics Act be amended 
to require that all Government movements of persons and property 
be performed by civil air carriers to the extent that adequate capacity 
and service are available at fair and reasonable rates. To enforce 
compliance with this mandate, the Comptroller General would be 
specifically directed to disallow expenditures for air carriage other 
than by civil carriers unless satisfactory proof of the necessity for 
such noncommercial carriage were forthcoming. 


PRECEDENT IN OCEAN TRANSPORTATION 


S. 3233, as originally introduced in the 83d Congress, provided that 
Government-procured equipment, materials, or commodities to be 
moved in ocean vessels should be carried exclusively in privately 
owned, United States-flag, commercial vessels, unless the Secretary 
of Commerce found, after public hearings, that private tonnage capac- 
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ity at reasonable rates was unavilable. In any case, at least 50 per- 
cent of the gross tonnage was to be carried in privately owned vessels. 

As amended in committee and as enacted into law (Public Law 
83-664), the bill deleted the “100-percent proviso” for commercial 
carriage and retained the 50-percent requirement. Provision was 
made for waiving this statutory requirement whenever the Congress 
by concurrent resolution or otherwise, or the President of the Unite 
States, or the Secretary of Defense, declared that an emergency exists 
justifying a temporary waiver and so notified the appropriate agency 
or agencies.° 

DEFENSE DEPARTMENT OPPOSITION 


The bill was strongly opposed by the Department of Defense. 
Vice Adm. Francis C. Denebrink, MSTS commander, testified before 
the Senate Committee on Interstate and Foreign Commerce and the 
House Committee on Merchant Marine and Fisheries to the follow- 
ing effect.'° 

Enactment of the bill could seriously impair the ability of the 
Department of Defense to discharge its national-defense responsi- 
bilities. Severe restrictions would be placed upon military control 
over the movement of supplies, equipment, and petroleum products 
required in worldwide support of military operations. Ocean trans- 
portation is one of the most important elements in military logistics 
support, and the Department of Defense must retain the authority 
and means to assure the continuation of this support to the United 
States forces wherever and whenever they are deployed. 

Admiral Denebrink said that, while the Department of Defense 
policy is to use privately owned and operated vessels to the maximum 
practicable extent, that policy is qualified by the phrase ‘consistent 
with military requirements.” The bill would put the MSTS and 
fleet-auxiliary ships in the reverse position of augmenting the privately 
owned merchant fleet, tending to place responsibility of assuring the 
success of military operations overseas in the hands of the com- 
mercial shipping industry. 

From the standpoint of economy and efficient management of ap- 
propriated funds, the Department of Defense would be deprived of a 
voice in determining whether commercial rates were fair and reason- 
able. The Department’s appropriations should not be misapplied to 
directly subsidize commercial shipping interests. 

The Joint Chiefs of Staff, Admiral Denebrink continued, have 
stated unequivocally that it is essential in the interest of national 
defense to provide, under one authority, in peace and war, for the 
control, operation, and administration of ocean transportation for 
the personnel and cargoes of all military agencies and departments. 
The MSTS was established for this purpose. The Joint Chiefs of 
Staff have further determined that there must be under the control 
of MSTS a nucleus fleet comprising cargo ships, tankers, and special- 
ized types of ships in sufficient number to carry out current logistic 
needs which cannot be met by commercial interests, to provide imme- 
diate capability for emergencies, and to provide an adequate mobiliza- 
tion base. 

In the interests of national security, Admiral Denebrink concluded, 
the Department of Defense is opposed to restrictions which will ad- 


°H. Rept. No. 2329 and S. Rept. 1584, 83d Cong., 2d sess. 
10 Hearings on S. 3233, May-June 1954. 
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versely affect its control of military logistics support, including ocean 
transportation. The implications of the proposed legislation were 
such as to remove a vital element of that control from military juris- 
diction. 

on Denebrink proposed that military supplies and equipment 
be specifically excepted from the provisions of the bill and that the 
bill be reworded to apply only to the shipping of foreign aid materials 
and commodities and offshore procurement. 

The Congress did not accept Admiral Denebrink’s recommendation 
in enacting the bill. 


QUALIFICATION OF DEFENSE POLICY 


Public Law 83-664, in setting forth a 50-50 requirement for ocean 
cargo, stands as a legs al qualification upon Department of Defense 
policy which decrees first use of military resources in sea and air 
transportation before resorting to commercial carrier service. This 
may account for the fact that De ~partment of Defense directives omit 
any reference to cargo in prescribing this policy, although the omission 
was attributed to oversight in writing the directives. 

Mr. Smith of Assistant Secretary McGuire's office stated that the 
Department of Defense has no difficulty in complying with the legal 
requirement for procurement of commercial sealift, since 70 to 75 
percent of the dollars expended for ocean transportation go to com- 
mercial steamship operators (hearings, p. 383). 


RECOMMENDED APPLICATION TO AIRLIFT 


Specific recommendations were made to the subcommittee by several 
airline executives that the statutory policy governing sea transporta- 
tion be extended to military air traffic. 

Mr. Norden of Seaboard & Western Airlines asserted that MSTS 
had maintained ‘‘a genuine nucleus” of ships whereas the MATS 
fleet had grown considerably. He compared the 70 percent of MSTS 
dry cargo to privately owned carriers with the 10.5 percent so routed 
by MATS. Over the past 10 years, according to Mr. Norden, an 
average of 65 percent of Government-controlled dry cargo had been 
shipped by United States commercial carriers (hearings, p. 267). 

Support of legislation for air transport similar to that in effect for 
surface shipping, Mr. Norden said, was voted unanimously at a mem- 
bership meeting of the Air Transport Association on November 26, 
1957. He considered that such— 


legislation would provide the first step toward an agreement 
establishing the maximum size of the MATS nucleus fleet— 


similar to the agreement between the Secretaries of Commerce and 
Defense setting the size of the MSTS nucleus fleet (hearings, p. 268). 

Mr. Rentzel of Slick Airways said that legislation would be neces- 
sary and helpful in redirecting the military approach to air transpor- 
tation. He emphasized the need for a complete change in philosophy 
and concept, citing the “much happier” relationship between the 
Navy and the shipping industry, and the Army policy of supporting 
a common carrier transportation industry to assure the fulfillment of 
wartime requirements (hearings, pp. 699-702). 
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DEFENSE DEPARTMENT OPPOSITION 


Department of Defense witnesses voiced opposition to recommenda- 
tions that would place MATS and MSTS on the same footing in re- 
gard to procurement of commercial transport, in tones somewhat 
reminiscent of Admiral Denebrink’s original objections to Public 
Law 83-664. But more particularly, they drew a distinction be- 
tween air and sea transportation. 


Our main function— 
said Assistant Secretary Sharp of the Air Force— 


is immediate ability to react, and an important factor is the 
time element, the fact that MATS and its D-day function has 
to start operation instantly, whereas, perhaps, sea transpor- 
tation can be developed over a period of time (hearings, 
p. 548). 

XII. Wartime Arrurrr Missions 


Civil carriers rest their claim for a greater share of peacetime military 
traffic on their defense role as a ready reserve fleet. The military 
authorities, resisting the claim for greater civil participation in 
peacetime military airlift, play down the defense potential of the civil 
carriers. 

The converse of this last proposition also holds: Restricting the 
defense role of the civil carriers, the military play down the carriers’ 
need for peacetime military business. 

The military argument for denying greater peacetime traffic to 
civil carriers is largely one of economy. This is examined in a later 
section of the report (XVI1). Here we consider the argument for 
restricting the wartime role of the civil carriers. 

In the Air Force view, CRAF falls down mainly on these counts: 

(1) It cannot be mobilized quickly enough for immediate 
wartime tasks. 

(2) Strategic and security factors militate against use of 
CRAF before a formal declaration of emergency. 

(3) CRAF crews cannot be depended upon to fly under the 
hazardous conditions of combat. 

(4) CRAF does not have enough aircraft resources, partic- 
ularly in cargo, for wartime needs. 

(5) CRAF aircraft are less convertible and adaptable to varied 
wartime tasks. 

READINESS REQUIREMENTS 


The Air Force has refined the concept of MATS war readiness to 
the point where everything is made to depend on “the initial critical 
period.”” Military aircraft with trained and experienced military 
crews must be ready to take off on a moment’s notice. The outcome 
of a major conflict will be “heavily influenced” by this capacity for 
instantaneous reaction. 

Civil carriers, organized in CRAF, can be used as “insurance” or 
for additional and supplementary tasks as these carriers become 
available in 2, 5, 10 or more days. Assistant Secretary Sharp said: 

However, to plan on use of Reserve forces for initial 
actions which must be launched in minutes and hours would 
be unsound and unsafe (hearings, p. 497). 
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The Air Force grants that some civil planes will be ready before 
the 48-hour period prescribed for CRAF, and that these planes would 
be used for appropriate tasks (hearings, p. 536). It asserts that time 
would be needed, nevertheless, to convert the planes, install different 
types of radio equipment, make navigators available, brief crews for 
overseas missions, and the like. With two-thirds of the CRAF planes 
engaged in domestic airline operations, the briefing process would be 
extended because of the inexperience of their crews in overseas opera- 
tions (hearings, pp. 744, 746). 

To rest defense plans on less than 48-hour readiness of CRAF, 
Mr. Sharp said, would be “very highly dangerous,” “rather unreal- 
istic,” “taking a terrible chance’ (hearings, p. 744). 

Thus the concept is developed that MATS must be prepared to 
meet certain minimum military needs which can never be supplanted 
by civil resources regardless of total requirements or the capacity of 
the civil carriers to expand. In Mr. Sharp’s words (hearings, p. 503): 
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These are hard-core wartime airlift needs of such crucial 
importance at the outset of war that reliance for their ful- 
fillment upon anything but a seasoned, properly equipped, 
disciplined military force such as MATS would be the height 
of national folly. 

ADVANCE DEPLOYMENT 


To drive home the point of the need for instant readiness, the Air 
Force represents that MATS’ “No. 1 chore * * * when the bell 
rings,’ is immediate deployment in support of the Strategic Air 
Command, a task that ‘“couldn’t possibly’? be performed by civil 
carriers (hearings, p. 529). 

Furthermore, General Wilson said, the bell that rings for SAC 
deployment would not ne scessarily wait upon D-day, when a national 
emergency is formally declared. MATS aircraft, according to this 
concept, must be ready to go on E-day—execution day—which might 
be as much as 30 days in advance of a stated national emergency 
(hearings, p. 510). 

Under present plans, according to Air Force testimony, CRAF can- 
not be called into service unless a national emergency is de clared by the 
President or Congress. Even if CRAF could be mobilized in advance e, 
strategic and security factors argue against it. A withdrawal of C RAF 
planes from their normal commercial operations would be a public 
notice of preparatory maneuvers. In sum, the Air Force position is 
that MATS must be prepared to carry out its immediate emergency 
missions without CRAF (hearings, p. 510). 


COMBAT ELEMENT 


Tying its wartime career primarily to SAC, MATS considers itself 
not a military airline hauling passengers and property on scheduled 
routes like any commercial airline, but ‘“‘a vital, integral element of 
the weapons systems employed by our combat forces’ (hearings, p. 
503). As General Wilson said in developing this line of testimony 
(hearings, p. 509): 


This military airlift is much more than airplanes and lines 
on a map. It is a complete system—a carefully designed 
part of the overall combat force. The system, and most of 
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the people who run it, must be fully conditioned to react— 
when the emergency arises—with all the speed, precision 
and skill of a tactical unit. 


Air Force officials, in presenting their case for MATS as against 
CRAF, are quick to disavow any suggestion that the “loyalty, 
patriotism, courage, or professional skill” of civil operators or their 
crews are in question. At the same time they call attention to possible 
disruptive factors in operations outside of tight military control, such 
as strikes (hearings, pp. 509, 529, 746). 

Qualifying the civil carriers’ assertions of adaptability to emergency 
requirements such as those associated with the Korean conflict 
and the Berlin airlift, the Air Force officials say that the commercial 
carriers flew established routes to major bases and were not closely 
involved in the more hazardous areas or operations (hearings, p. 783). 

The bailment program is cited by the Air Force as a would-be 
attempt to test a relatively unknown quantity—the capacity of 
civilian crews to engage in combat-type operations and war exercises. 
Apart from such situations, Air Force officials are ready to admit the 
willingness and ability of civilian crews to perform effectively in war- 
time transport operations (hearings, pp. 509, 562.) 





CARGO DEFICITS 


The Air Force declares its readiness to use more CRAF planes of 
the “proper type” but sees little prospect for obtaining them. It 
states that of the 368 aircraft in CRAF, 183 are cargo aircraft suitable 
for long range overwater operation. This total is made up of 124 
DC-4’s, 32 DC-6A’s, and 27 L-1049H’s, of which only the latter 
2 categories are considered modern aircraft. The DC—4’s are con- 
tidered obsolescent but are retained in CRAF because of an overall 
deficit in cargo airlift (hearings, p. 508). 

This deficit, the Air Force emphasizes, remains after all military and 
civil cargo capacity is totaled. It notes, also, that new equipment 
programs of the civil carriers are directed largely to passenger aircraft. 
An estimate of the Defense Air Transportation Administrator is cited 
to the effect that only 35 new cargo aircraft suitable for CRAF will 
come into the civil fleet by mid-1959 and none are known to be on 
order beyond that point (hearings, p. 508). 


LIMITED CRAF CONVERTIBILITY 


Not only is CRAF cargo capacity limited, according to the Air 
Force, but CRAF planes have very limited capability for flexible per- 
formance in military roles. As the Air Force sees it, there are no 
civil planes even resembling MATS’ C—124’s and C—133’s, and a “great 
portion” of MATS wartime airlift will require large planes of these 
types. The MATS fleet contains 250 to 260 C-124’s (hearings, pp. 
508, 529, 759). 

MATS planes which the Air Force regards as having civil counter- 
parts are the C-121C, C-118, and C-97. Every one of these MATS 
aircraft is said to be fully interchangeable in the cargo, passenger, and 
patient evacuation roles. Each has a basic military configuration 
which includes heavy cargo floors, large cargo doors fore and aft, 
troop seat fittings and equipment, and litter brackets. This con- 
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figuration, according to Air Force testimony, also includes long-range 
fuel tanks, and enough radio and navigation equipment to enable the 
planes to fly anywhere under any conditions (hearings, p. 508). 

The civil counterpart of the C—118, according to the Air Force, is 
the DC-—6A, of which there are only 32 in the civil fleet, and it believes 
that some of these cannot be quickly changed to passenger and 
casualty evacution use. The C-121C is compared with the L-1049, 
of which there are only 27 in the civil fleet, and special modification is 
required to permit their carrying litters. Finally, the Air Force says 
the C-97 compares with the Boeing Stratocruiser (B-377), of whic h 
there are believed to be none in the civil fleet equipped with cargo 
floors or doors (hearings, p. 508). 

Civil carrier spokesmen made these points in testimony concerning 
CRAF cargo resources: 

(1) Shortages are gradually being overcome, and greater 
participation in military traffic would give further incentives to 
acquire more heavy cargo planes (hearings, pp. 41, 251). 

(2) Heavy cargo could be carried by many civil aircraft; 
weight poses no special problem so long as the cargo could be 
gotten through the plane doors (hearings, p. 169). 

(3) Many missiles and components are amenable to cargo 
handling by the civil carriers (hearings, p. 275). 

(4) The military never have made known their heavy cargo 
requirements or given the civil carriers an adequate opportunity 
to work on this problem (hearings, pp. 54, 105, 284-285). 


CRAF 





READINESS 


The civil carriers assert that CRAF readiness is underrated by the 
Air Force; also that existing readiness capability can be improved 
with Air Force cooperation. 

Mr. Tipton, speaking for the Air Transport Association, observed 
that CRAF includes both United States international and domestic 
carriers, which means that 


there are always a substantial number of suitable long-range 
planes in the United States ready on short notice to move 
military personnel or cargo from sites in this country to bases 
and battle stations abroad (hearings, p. 6). 


The CRAF plan calls for readiness within a 48-hour period. <Ac- 
cording to Mr. Tipton, a test exercise in 1957 showed that not all 
CRAF planes would be ready in 48 hours, but that the carriers have 
taken, and are taking, measures to maintain the required standard 
of readiness. 

As an example, Pan American World Airways, which has 43 planes 
committed to CRAF, conducted a readiness test which showed that 
45 suitable aircraft were manned and ready within 48 hours, and that 
additional aircraft were available to provide more than 100 percent 
backup for the CRAF operation (hearings, p. 7). 

The ATA, Mr. Tipton said, has established a mobilization com- 
mittee to provide advice and assistance to the industry representatives 
on the top CRAF committee, and through them to the Defense Air 
Transportation Administration. One of its objectives is to devise 


and propose additional ways and means of assuring CRAF readiness 
(hearings, pp. 7, 8). 
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As an added readiness measure, a proposal had been made to the 
Air Force through DATA that the civil carriers be permitted to 
substitute equipment of like kind for CRAF planes in overhaul or 
otherwise temporarily unavailable. This proposal, endorsed by 
DATA, would create a supplemental CRAF reserve to insure that 
carrier commitments would be fulfilled in emergencies (hearings, pp. 
7, 17, 235). 

In Mr. Tipton’s opinion, the time required for CRAF readiness 
could be reduced from 48 hours to 5 hours or less—merely the time 
needed to install Government-furnished special military equipment 
(hearings, p. 16). 

David W. Bluestone, an expert on the CRAF program formerly 
with DATA, expressed the opinion that many civil planes would be 
ready for action before the 48-hour target period. If an emergency 
were to occur this minute, he observed, the scheduled airlines alone 
would have 30 flights going from Idlewild across the Atlantic, and this 
represents 10 percent of CRAF capability (hearings, p. 233). 

The civil airlines, Mr. Bluestone pointed out, are accustomed to 

operating in emergencies. Every bad weather day is an emergency, 
necessitating the prompt readjustment of schedules, reassignment of 
planes and crews, and accommodating passengers in transit (hearings, 
». 231) 
Mr. Prescott of the Flving Tiger Line cited the Korean airlift as a 
‘prime example’”’ of civil carrier readiness, stating that his company 
made its first flight within 24 hours of the first call, and that other 
airlines responded in similar fashion. 

In 22 months of Korean operation, according to Mr. Prescott, the 
commercial operators carried three times as many passengers and 
about twice as many tons of cargo and mail as did MATS for the 
same war period. The Korean airlift was hastily inaugurated; pre- 
planning, as in CRAF, would provide a better basis for such emergency 
operations. Mr. Prescott was not optimistic, however, that the 
CRAF program as presently planned, would ready all civil planes 
within 48 hours (hearings, p. 161). 


ROLE OF SUPPLEMENTALS 


General Doyle of the Independent Airlines Association expressed 
the belief that the supplemental carriers, because of their more flexible 
operations and experience with military traffic, could be readied for 
emergencies faster than the scheduled airlines. He believed that half 
of the supplemental carriers in CRAF would be ready in 24 hours, the 
remainder within the next 24 hours (hearings, p. 76). 

The preparedness feature of these carriers was emphasized by 
George Patterson of Universal Airlines (hearings, p. 150): 


We operate all over the world. Our crews have been all 
over the world. They are ready to go. An airplane might 
depart for the west coast to Tokyo and wind up in Hong 
Kong, Sidney, Australia, back to Vienna, with a load of 
refugees back to New York. Believe me, when the whistle 
blows, the first personnel and munitions will go on the supple- 
mental carrier, not the certificated fleets. I am not running 
the scheduled airlines down, but it will take them time. 
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A statement presented by Mr. Burwell of Overseas National 
Airways made the point that supplemental carriers could be fitted 
into E-Day deployment because of their nonscheduled operations 
(hearings, p. 127). 


MODIFICATION OF AIRCRAFT 


The testimony of the ATA indicated some lack in CRAF readiness 
because of Air Force failure to supply the necessary modification kits 
and spare parts (hearings, p. 8). 

Modifications are of two kinds: A and B. The A group consists of 
wiring and brackets on the planes; the B group consists of ‘black 
boxes” and equipment which would be installed upon activation of 
the CRAF planes. New CRAF planes receive A modifications at 
the factory before delivery. B modifications depend on Air Force 
purchases (hearings 233-234). 

The Air Force acknowledged that it was somewhat behind in 
procurement and positioning of spare parts. Stockpiles of spare parts 
were procured and placed in 8 of 14 CRAF sites in the 1958 program. 
Additional supplies are being procured. 

The Air Force attributed the delays not to lack of funds but to 
administrative, contracting, delivery and storage problems. The 
responsibilities for these delays, according to Colonel Brecht, lay 
both with the Air Force and the civil carriers (hearings, pp. 765-766). 





AVAILABILITY OF CIVIL CREWS 


The record of performance in past emergencies, Mr. Tipton said, 
showed that— 


the willingness of the pilots and other airline personnel to 
pitch in is absolutely unquestioned. 
Other witnesses testified in a similar vein (hearings, pp. 35, 108-109, 
162). 

Mr. Tipton introduced a letter from Mr. Sayen of the Air Line 
Pilots Association, to Secretary Douglas, written to allay any fears 
that civil pilots would be unwilling or unready to fly in defense emer- 
gencies. Mr. Sayen wrote that pilots always considered themselves 
a part of the Defense Establishment and subject to immediate call 
to service. Pilots would be ready to fly in the CRAF program on 
48 hours’ notice, and even sooner, if the program were properly planned 
(hearings, pp. 8-9). 

Mr. Sayen reaffirmed this position before the subcommittee and 
urged that planning decisions be made final so that airline personnel 
could be definitely informed of their status and obligations in the 
CRAF program. He called attention to the uncertainties besetting 
pilots in military reserve programs, who could not determine whether, 
in the event of an emergency, they would be called upon to serve in a 
military capacity or in CRAF or in WASP (hearings, pp. 177-178). 

James F. Horst of the air transport division, Transport Workers 
Union, estimated that the CRAF program, as presently planned, 
would require 5,152 flight crew members (3.5 per aircraft), consisting 
of 2,576 pilots, 1,288 flight engineers, and 1,288 flight navigators, for 
full operation. He cited Bureau of Labor statistics to the effect that 
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commercial carriers presently employ but 300 licensed flight navi- 
tors, less than one-fourth the minimum required for operational 
RAF. 

Unless the Department of Defense made up the deficiency of navi- 
gators, Mr. Horst said, CRAF remained a “paper program.” He 
attributed the growing shortage of commercial flight navigators to 
MATS’ 30-day bidding practice, said to cause frequent furloughs and 
recalls of airline personnel as carriers lost or won on these bids (hear- 
ings, pp. 286-287). 

“BLUE-SUIT PLAN” 


Mr. Bluestone testified that there were many discussions in DATA 
of the Air Force “blue-suit plan’’ which assumes “‘that everybody has 
to be in blue suits to do the wartime job.” He cited the eae 
paid to American merchant seamen in World War II as a mark of 
civilian courage and ability to perform under combat conditions. 
Civilian carrier performance in the Korean and Berlin airlifts also 
was noted, though Mr. Bluestone pointed out that these were not 
global conflicts of the kind assumed in present defense airlift planning 
(hearings, p. 229). 

Civilian personnel for the CRAF program presented no serious 
problem, according to Mr. Bluestone. Of the 14,000 airline pilots in 
the United States, some 3,500 or 25 percent would be canes Half 
the CRAF personnel would be mechanics. Most of these mechanics, 
employed by the airlines, already are stationed at home bases and 
aerial ports of embarkation; only 700 or 1% percent would be needed 
for unscheduled maintenance and routine line checks in overseas 
stations (hearings, pp. 229-230). 


PLAN FOR CREW MOBILIZATION 


The problem of military-civil competition for pilots in the Reserves 
received the attention of the Assistant Secretary of Defense (Man- 
power, Personnel, and Reserve) after the military departments were 
unable to agree on a uniform policy. A plan was developed under 
wich (1) the air transport industry would institute a system of 
volunteering for CRAF mobilization assignments, applicable to flight 
and critical support personnel, these assignments to S made in peace- 
time; (2) the military departments would undertake to remove all 
persons from the Ready Reserve who volunteer and are accepted for 
CRAF assignments; (3) the air transport industry would periodically 
review the assignments to CRAF and maintain them on a current 
basis. 

In the opinion of Albert Kay, Director, Manpower Supply, Office 
of the Assistant Secretary of Defense, this plan offered the following 
advantages: It would meet requirements for both CRAF and the 
Ready Reserve without conflict, allow the individual a choice as to 
where he wanted to serve, expedite CRAF mobilization by having the 
assignments made in peacetime, and allow proficiency training to be 
directed to assigned personnel rather than to involve the whole work 
force. Mr. Kay believed that Department of Defense now had put its 
house in order, and that industry must be depended upon to carry 
out its part (hearings, p. 786). 
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SUBCOMMITTEE OBSERVATIONS 





The subcommittee wishes to express its full confidence in the 
courage, patriotism, and skills of civilian pilots and crews, and in their 
willingness to serve their country in any emergency. Likewise, the 
subcommittee believes that the facilities, equipment, and managerial 
resources of the civil airlines, if properly organized and expanded, 
constitute an immensely valuable defense asset. 

The CRAF program, as Mr. Bluestone observed, is a “great bar- 
gain” for the Government. The cost to the taxpayer is negligible, 
compared with the huge capital and operating costs of milita 
planes. The present CRAF planes, privately owned and operated, 
represent capital costs estimated at $550 million and yearly operating 
costs estimated at $350 million. The cost to the Government of 
modifying these planes—less than $40 million over a period of years— 
is less than the cost of interest on such an investment. 

Even if certain additional costs would be entailed by increased pro- 
curement of commercial airlift to assure the maintenance and growth 
of the CRAF program, the subcommittee believes these costs would 
be fully justified as an inexpensive form of insurance. 

The subcommittee recognizes that there are difficult technical and 
planning problems involved in the use of CRAF, yet it sees no insur- 
mountable obstacles to expanding CRAF and integrating it more 
closely with the wartime missions of military transport. The ob- 
stacles lie more in the reluctance of the Air Force to plan and organize 
for the use of civil resources than in the dictates of strategy. 

War transport and peacetime transport, for the most part, are not 
essentially different. If they were, MATS would not be running a 
scheduled-airline operation in peacetime, but would devote itself ex- 
clusively to training for specialized wartime tasks and charge off the 
costs to national defense. 

The subcommittee does not hold to a narrow view that the eapa- 
bility of the MATS fleet should be cut down. The overriding con- 
sideration is that airlift is a scarce resource, measured against the un- 
certain and, therefore, unlimited demands of war. Civil aviation 
resources offer a promising way to build up the defense potential at 
least cost to the taxpayers. 

There are important wartime tasks to be performed by both mili- 
tary and civil carriers. MATS has endeavored, however, to carve 
out for itself a special niche in wartime activity which cannot be 
occupied by the civil carriers; namely, instantaneous support for 
SAC deployment. 

The argument is appealing, and it accords with the Air Force 
concept of strategic warfare, but one need not be a strategist to see 
its limitations. 




























LIMITATIONS OF MATS WAR CONCEPT 





With its coastal ports of aerial embarkation and its worldwide 
scheduled-route operations in peacetime, MATS is not particularly 
well suited for quick movement to SAC bases dispersed throughout 
the country. It would have problems not essentially different from 
those of the civil airlines in recalling and rerouting airplanes in flight 
or at distant places, and in readying planes and crews at home. 
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In war planning, airlift tasks are laid out for MATS on an hour-by- 
hour basis for a given critical period. Any sudden development, 
such as an enemy strike with nuclear bombs at coastal ports or en 
route bases, could upset these plans completely and seriously impair 
MATS’ airlift capability. All available airlift resources, military and 
civil, would be in urgent demand. 

The potential consequences of a sudden enemy attack take away 
something from the MATS’ readiness argument. If SAC must move 
at once in retaliation, it will not wait for MATS, and, in fact, SAC 
has its own specialized transport. On the other hand, if strategic 
deployment in advance of an expected attack is indicated, then there 
will be more time for supporting airlift to be mobilized. In this 
event, civil carriers could meet the readiness requirement without 
question. ‘The security factor, in the subcommittee’s judgment, can 
be properly handled. 

The emergency missions for both MATS and CRAF are predicated 
upon full-scale mobilization. Assistant Secretary Sharp said that the 
Air Force had been having “some second thoughts’ on this score. 
The airlift requirements for local war, he suggested, might equal or 
exceed those of all-out war (hearings, p. 507). 

MATS’ role in limited war would not rest on its capability for 
instantaneous response to SAC deployment, since the retaliator 
striking forces would not be necessarily or immediately involved. 
Demand for MATS resources would be greater or less, depending on 
the nature of the local conflict. 

Involved here is the issue of Army requirements for air movement 
of troops and supplies. It is well known that the Army is greatl 
concerned about the limited airlift capabilities which would be avail- 
able for such purposes. 

According to Brig. Gen. J. K. Woolnough, Director of Plans, 
Office of the Deputy Chief of Staff for Military Operations, Army 
airlift plans cover a wide variety of situations. The total airlift 
requirements, expressed in ton-miles, could vary by a factor of four, 
making it difficult to state a fixed requirement (hearings, p. 473). 

The imponderables of war and the uncertainties of planning do not 
sustain MATS’ present concept of a unique role in emergencies, predi- 
cated upon reaction within minutes or hours. The subcommittee 
does not argue against a strong MATS capability; rather it contends 
that military and civil air transport resources must be integrated and 
developed in a manner to meet all the contingencies of warfare. 

Negotiation of standby contracts between the Air Force and CRAF 
members has been dragging along for years, with inconclusive results. 
The subcommittee believes that these contracts should be consum- 
mated, and that a serious effort should be made to develop the CRAF 
potential as a war reserve. 


XIV. Size or MATS Fieer 


A great deal of controversy centers on the size of MATS’ peacetime 
fleet. The Air Force, pleading wartime airlift requirements set by 
the Joint Chiefs of Staff, strongly resists any suggestion that MATS 
be reduced in size. The civil carriers, seeking to overcome the heavy 
burden of MATS competition in peacetime airlift, propose either that 
MATS be reduced in size or restricted to specialized tasks, or both. 
No one proposes that MATS be completely eliminated. 
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REVERSE ROLES 


Those who argue for a reduction in the size of MATS do not neces- 
sarily question the magnitude of the need for wartime airlift; rather, 
they would reverse the positions of MATS and CRAF in ‘meeting 
requirements. CRAF would be supplemented by MATS, instead of 
MATS being supplemented by CRAF, as at present. 

Mr. Tipton, of the Air Transport Association, with the concurrence 
of most other civil-carrier witnesses, stated the case for a new approach 
to fulfilling wartime requirements (hearings, p. 5): 

(1) The Department of Defense would determine military war- 
time requirements for airlift, as it does now. 

(2) The Civil Aeronautics Board would determine the civil 
wartime requirements for airlift, as it is supposed to do now. 

(3) Against the total national requirements, derived from steps 
(1) and (2), would be set off the aircraft resources of the civil 
carriers. 

(4) The remainder would be met by military aircraft retained 
by the Air Force. 

In other words, the civil capability, organized in CRAF, would be 
the primary source of defense airlift. MATS would be the residual 
source. 

The execution of this plan, it is assumed, would reduce the size of 
the MATS fleet and expand CRAF. Surplus MATS planes could then 
be eliminated through attrition of obsolescent aircraft, as in the case 
of the C—54’s, and others could be sold to civil operators and assigned 
to CRAF. 

The civil carriers, according to Mr. Tipton, now have twice as many 
aircraft suitable for military support operations as are now assigned 
to CRAF, and, with the delivery to the scheduled airlines of $2.5 
billion worth of equipment within the next 3 years, their capability 
will be 4 times that of the present CRAF (hearings, pp. 9-10). 

Furthermore, the forecasting of longer range requirements and the 
increased civil share of military traffic, as proposed in other steps 
enumerated by Mr. Tipton, would provide incentives to the civil 
carrier to obtain the most modern aircraft that can be built (hearings 
p. 18). 

SPECIALIZED MATS FUNCTIONS 


Conceivably, CRAF could be expanded to the point where no 
deficit in total requirements would remain, and the need for a MATS 
fleet eliminated. In practice this point would not be reached, since 
military aircraft would be required for outsize or exceptionally 
heavy cargo, unusual security precautions, close-working relation- 
ships with tactical units, or transport which could not be economically 
handled by the civil carriers. By concentrating in these special 
fields, while permitting the civil carriers to perform the more con- 
ventional transport operations—a job they are best fitted to do— 
MATS would help to ac hiev e the strongest total national capability. 

As Mr. Tipton sees it, “there will alw ays be a need for a MATS 
transport operation.”” This specialized operation, together with 
the MATS technical missions, such as air-sea rescue and medical 
evacuation, would furnish a nucleus for the manning of overseas 
bases and expansion of military air transport operations in wartime 
(hearings, p. 10). 
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REVIEW OF MILITARY REQUIREMENTS 


To prevent inflated estimates of requirements by the military, 
which would have the effect of increasing unnecessarily the deficit 
in total requirements (step 3) and of increasing the size of the MATS 
fleet (step 4), Mr. Tipton proposed that “‘safeguards should be incor- 
porated” (step 1). He did not specify how or by what agency these 
safeguards would be erected; but he indicated’, in response to a ques- 
tion, that some overall agency of the Government, not now existent, 
should assume this responsibility (hearings, pp. 9, 54). 

General Doyle of the Independent Airlines Association recom- 
mended in a prepared statement that a War Transport Administration 
be created. In oral testimony, he suggested that the evaluation of the 
total requirements was “an ODM-level job” (hearings, pp. 65, 82, 
149). 

Charles Offutt, deputy assistant director for transportation in 
the Office of Defense Mobilization, testified that no review was made 
of total airlift requirements. Although ODM, on behalf of the 
President, is supposed to coordinate mobilization activities (including 
transport) of the executive agencies, it exercises only perfunctory 
policy supervision and gives routine approval to mobilization pro- 
grams developed by delegate agencies. The ODM transportation 
office has two professional persons to oversee all defense transporta- 
tion activities of the Government (hearings, pp. 213-214). 


DEVELOPMENT OF WARTIME REQUIREMENTS 


Under present procedures, the development of wartime airlift 
requirements is approximately as follows: 

(1) The Joint Chiefs of Staff prepare war plans. 

(2) The three military departments compile the logistic re- 
quirements they consider necessary to perform their wartime 
tasks. 

(3) The JCS put these requirements together, producing a 
total requirement to support the war plans. 

(4) The airlift portion of total requirements, expressed in 
ton-miles, is then handed over to the Air Force, and MATS trans- 
lates these ton-miles into specific aircraft capabilities. 

(5) That portion of the JCS airlift requirement which is left 
after subtracting MATS capabilities is referred by the Air Force 
to ODM and the Department of Commerce. 

(6) Within the Department of Commerce, the Defense Air 
Transportation Administration (comprising four professional 
persons) works with the civil transport industry and the military 
authorities to develop the annual CRAF program. 

(7) These yearly allocations of civil planes to CRAF are then 
“approved” by ODM, which does not participate in the alloca- 
tions process. 

(8) The remaining civil capacity theoretically is redistributed, 
also with ODM “approval,” for essential civilian wartime needs; 
this responsibility is delegated by the Secretary of Commerce to 
the Chairman of the Civil Aeronautics Board. 
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OFFICE OF DEFENSE MOBILIZATION ROLE 


Mr. Offutt made it clear that ODM does not challenge or revise the 
military estimates of CRAF planes to supplement MATS. So long 
as these requirements do not appear to “unduly upset” the essential 
civilian needs in wartime, ODM is not concerned. ODM anticipates 
no problem in meeting essential civilian needs in an emergency since 
civil airlift capability could be raised by prohibiting nonessential 
travel and increasing hours of flight time (hearings, pp. 206-209). 

Despite its failure to review military requirements for CRAF planes, 
ODM professed interest 

in using the CRAF program to the maximum extent prac- 
ticable. 


As evidence of this interest, ODM reported that it 


established a goal for rapid tax writeoffs to the civilian air 
industry as an encouragement to obtain more planes and 900 
planes were certified for rapid tax writeoffs under this goal 
(hearings, pp. 208-209). 


It is apparent from a review of the ODM testimony, that no civil 
agency of the Government presently sits in judgment on military esti- 
mates of wartime airlift requirements. Mr. Tipton’s plan for re- 
versing the procedures to the extent of making MATS supplemental 
to CRAF, suffers from this serious handicap: That no agency is now 
constituted, or likely to be constituted in the immediate future, which 
can give effect to this plan. 
ASSUMPTIONS IN ATA PLAN 
The ATA plan rests on the assumptions (1) that long-range wartime 
requirements, both military and essential civilian, can ‘be forecast with 
a degree of precision which permits the systematic translation of these 
requirements into specific aircraft capabilities; (2) that civil carriers 
will have or acquire sufficient incentives to build their capabilities 
up to these requirements; (3) that the military authorities will allow 
their own estimates of military requirements to be adjusted downward 
by a nonmilitary agency; and (4) that the military authorities will 
accept a major substitution of civil for military aircraft in performing 
wartime military missions. 


OPPOSING MILITARY DOCTRINE 


These assumptions run squarely against prevailing military doc- 
trine and practice. We noted in section XIII that the Air Force 
finds no place for, and does not plan on, the use of civil aircraft in ad- 
vance strategic deployment or immediate emergency airlift. The 
size of the MATS fleet is associated with military airlift capabilities 
regarded as irreducible and irreplaceable, and the Air Force will con- 
cede no reductions in MATS lest its wartime mission be jeopardized. 

The Air Force has little confidence or expectation that the growth 
of civil fleets will be specifically related to military requirements, 
particularly in the cargo field. It asserts not only that civil aircraft 
presently lack the capacity and configurations for varied and inter- 
changeable military tasks, but that it would be impossible to “trade 
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off” any given amount of military airlift for an equivalent amount of 
civil airlift. Air Force reasoning, in rebuttal to Mr. Tipton’s plan, is 
this (hearings, p. 507): 


In order for the carriers to run an economic operation on 
commercial or military business, they must maintain a high 
utilization rate. A lower utilization rate would mean in- 
creased costs. Therefore, carrier aircraft in peacetime uses 
might replace MATS aircraft, in the total force, at a ratio of 
2 for 3, or perhaps 3 for 5. This is because, at the higher 
utilization rates, fewer aircraft will carry more traffic. 

So if we say, for example, that the carriers and MATS 
start out with 100 aircraft each, or a total of 200, then at 
some point in time the carriers would have 145 aircraft, and 
MATS would have 25, or a total of 170. This would repre- 
sent an unacceptable reduction in the total D-day force. In 
this connection, I would ask the committee to recall that for 
an emergency, in addition to the ton-mile requirements per 
time period, there is a very critical need for aircraft on a 
trip-by-trip basis. It is not likely that Mr. Tipton’s plan 
would accommodate this requirement. 


CIRCULAR REQUIREMENTS PROCESS 


As a practicable matter in estimating military airlift requirements, 
Mr. Bluestone pointed out the ATA plan to expand CRAF for the 
fulfillment of these requirements would not necessarily result in the 
reduction of MATS. This is due to the circumstance that require- 
ments determination is a circular process. The JCS, in planning for 
wartime military missions, must look at the aircraft capabilities, 
military and civil, that exist or are expected to develop within a given 
period. Otherwise the military requirements might be set so fantastic- 
ally high that there would be no chance of meeting them (hearings, 
pp. 248-249). 

In effect the JCS have two sets of requirements—those more or less 
objectively set by war plans and those related to existing aircraft 
capability. Before establishing war needs, the war planners “look 
in the back of the book” to see what resources are available. Con- 
sequently, if CRAF were enlarged, as the ATA plan proposes, then 
JCS would have more resources to draw upon and would set the total 
estimates higher to approximate more closely the “objective” war 
requirement. In this process MATS would not be cut down. 

FLEET SIZE ESTABLISHED 
The official Air Force view is that the MATS fleet is— 
properly and correctly constituted according to approved 
strategic concepts and military emergency plans (hearings, 
pp. 509-510). 
In fact, the size of the fleet is a result of many complex factors— 
technical, business, and budgetary as well as strategic. 
The Air Force testimony is that the MATS transport fleet now is 


fairly well stabilized. There are no present plans for increasing the 
fleet in terms of net capability, although the possibility is foreseen 
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that a new pattern of airlift requirements would emerge with changing 
weapons and strategic concepts. Also, the dispersal of SAC bases is 
cited as a factor that might require expanded MATS operations and 
hence an increase in the size of its fleet (hearings, pp. 507, 513). 

The composition of the MATS transport fleet will be altered by 
phasing out older aircraft and acquiring large new cargo planes. By 
the end of fiscal year 1958, MATS will retire 120 C—54’s. The capac- 
ity of these obsolete aircraft is to be compensated by the acquisition 
of 50 C-—133’s, leaving the net capability about the same as before 
(hearings, p. 551). 

The 50 C-133’s, designed and built by Douglas Aircraft Co. for the 
Air Force at a cost of approximately $8 million each, are long-distance, 
large-capacity cargo planes. Presently 18 have been delivered. At 
the time of the hearings they were still undergoing ‘operational 
suitability” tests, and deficiencies must be corrected. Deliveries of 
the remaining 32 will be completed in 1959 or 1960 (hearings, pp. 
552-553). 

Since the C-—54’s and the C-—133’s each have 2 assigned crews of 
5 men each, the substitution of the newer, larger aircraft should permit 
release of a substantial number of flight personnel for other assign- 
ments and should effect some reduction in MATS equipment (hear- 
ings, p. 555). 

FLEET MODERNIZATION 


The Air Force, as single manager for airlift service, is responsible 
for determining requirements for aircraft replacement and fleet 
modernization. MATS, in coordination with the military depart- 
ments, is directed to advance the state of the art in transport aircraft. 

Representations were made to the subcommittee that the bulk of 
the air transport fleet is obsolete, and that Russian developments in 
this field are considerably in advance of our own. The Russian 
TU-114, for example, has been compared to the C—132, of which the 
Air Force planned to order 30 at a cost of $18.5 million each. After 
an investment of $55 million, the Air Force canceled the C—132 
program without receiving any planes. Other demands were said 
to be more pressing. 

The Air Force should renew its development program with the 
objective of getting newer and fewer planes for MATS and improving 
the quality and capacity of its transport planes. For transport 
purposes, MATS should concentrate on special and outsize cargo, 
leaving the more conventional transport tasks to the civil carriers. 

In industry’s behalf, the Air Force should plan for the orderly and 
expanding participation of civil carriers in military airlift, thereby 
affording them greater opportunities to acquire and maintain aircraft 
of the most modern types. 

The Congress has recognized in past years the need for legislation 
to promote the development of improved transport aircraft by enact- 
ing Public Law 81-867 (64 Stat. 1090). This law placed upon the 
Secretary of Commerce certain responsibilities for providing tempo- 
rary assistance in the testing and experimental modification of turbine- 
powered and other aircraft. The law was limited in scope and 
expired in 1955. No appropriations ever were made to carry out 
the purposes of the law. A bill to extend the law for another 5 years 
received favorable action by the Interstate and Foreign Commerce 
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Committees in both Houses" and was passed by the Senate but 
never finally enacted into law. 

The whole subject of national air transport needs should be re- 
studied. The appropriate agency to direct this study is the new Office 
of Defense and Civilian Mobilization, created by Reorganization 
Plan No. 1 of 1958. By direction of the President, in whom the legal 
authority for defense mobilization is vested, the new agency could 
bring up to date the 1954 report of the Air Coordinating Committee 
and recommend specific administrative and legislative action to expand 
the Nation’s air transport resources. 

in the meantime, the Department of Defense should direct action 
along the lines suggested above and work with the Civil Aeronautics 
Board to insure industry cooperation. 


XV. MATS Tratnine REQUIREMENTS 


The size of the MATS transport fleet is one important variable in 
determining airlift capabilities; another is the rate of utilization. A 
substantial merease (or decrease) in the flying-hour rate, even if the 
number of aircraft remains the same, can change greatly the amount of 
airlift generated and hence the intensity of competition with civil 
carriers. General Wilson has said that MATS is more interested in 
increasing the utilization rate than in increasing the size of the fleet 
(hearings, p. 765). 

The controversy in this area is mainly over the degree of training or 
‘exercise’ which the MATS transport fleet requires to maintain its war 
readiness. ‘The Air Force holds that readiness varies directly as the 
utilization rate. General Wilson said: 


Obviously the higher we go in utilization, the greater 
degree of effectiveness and readiness we have to perform that 
D-day mission with (hearings, p. 765). 


Assistant Secretary Sharp said: 


* * * if you wanted to be absolutely sure of complete 
readiness, you would operate every day at the rate that you 


were going to operate at the peak load during an emer- 
gency * * *. 


Since such peak operations were impractical in peacetime, the risks 
were said to be minimized by training and exercise (hearings, p. 534). 

The burden of the Air Force testimony was that the current utiliza- 
tion rate of 4.24 hours is ‘far too low” for preparedness, that a 6-hour 
rate is necessary to meet “‘the higher war plan goal’, and that the 
present rate should be continued or increased, and certainly should not 
be reduced (hearings, pp. 498, 503, 762). 

For illustration, the consequences of a 75-percent reduction in the 
utilization rate were considered by the Air Force on two different 
assumptions: (1) That personnel and logistic resources would be 
reduced correspondingly; and, (2) that these resources would be 
retained despite the reduced utilization. In the first case, according 
to the Air Force, assigned crews would have to be decreased, insuffi- 
cient flying hours would remain for pilot upgrading, and MATS 
woul | be able to perform only one-fourth of its scheduled trips during 


i" 1g, Rept. 509 and H. Rept. 2816, 84th Cong., Ist and 2d sess. 
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the first 5 days of an emergency. In the second case, the flying hours 
likewise would be insufficient for pilot training, personnel in other 
areas would be working less than full time, and wartime reaction 
capability would be reduced, probably by 50 percent (hearings, p. 542). 

ow does MATS expect to execute its war mission in view of the 
asserted insufficiency in its present utilization? General Wilson said 
that MATS could surge to a peak rate for a short time, sufficient to 
carry out wartime tasks on D-day and immediately thereafter. For 
sustained operations, the necessary utilization rates could not be 
achieved without increasing the peacetime rates (hearings, p. 539). 


“SYSTEM’’ TRAINING 


The Air Force witnesses dwelt on the importance of MATS training 
as a “system.’’ The whole MATS transport operation is regarded as 
“‘a continuous training exercise designed to assure a state of readiness 
As described by General Wilson (hearings, p. 511): 


* * * MATS’ entire operation is a training exercise, and is 
divided, roughly, into two general areas. The first is the 
individual qualification and proficiency training. In the 
flying area, this represents approximately 15 percent of the 
total hours flown by the MATS transports. Except for 
this 15 percent and the 1 to 2 percent of flying hours devoted 
to test and ferry functions, all flying time is expended in the 
utilization of the fleet as a systems training program. It is 
in this area that all elements of the system are brought into 
play to achieve and maintain the required state of readiness. 


General Wilson cited, in addition to flying, these features of MATS’ 
operations: Training and exercising of maintenance and _traflic- 
handling personnel, operation of facilities, upkeep of airports along 
routes, and exercise of supply and communications systems. These 
operations, as he said, provided the highly essential element of “con- 
tinuous cross-training”’ of transport forces and combat units (he arings, 
p. 511) 

CIVIL CARRIERS’ VIEWS 


Civil-carrier witnesses, not altogether of one mind on MATS utiliza- 
tion and training, made the following points: 

(1) A high rate of peacetime utilization is not necessary for 
D-day readiness. More important than flying hours per day are 
trained personnel, spare parts, maintenance facilities, and tool- 
ing—all properly stationed for performance of D-day missions. 
It is not nec essary to fly so many hours per day, on scheduled 
worldwide groups, hauling personnel and their dependents, to 
maintain readiness. Surging to high utilization for emergencies 
is a problem that MATS should be able to solve, just as the civil 
carriers do, in handling seasonal fluctuations (Tipton, Prescott, 
hearings, pp. 61-62, 162-163). 

(2) A high rate of utilization is desired for training and flexi- 
bility of expansion, but such utilization should be concentrated in 
a small number of MATS aircraft. ‘The remainder should be 
exercised at a lower rate and kept in readiness posture, with a 
resultant decrease in airlift operations competitive with those of 
civil carriers (Norden, hearings, pp. 279, 285). 





MILITARY AIR TRANSPORTATION 89 


(3) MATS must operate as a system, not only flying planes, 
but maintaining and operating a communications system, ground- 
support facilities, and the like. This system should be continually 
exercised, and MATS planes should not fly empty, but a careful 
determination is needed of the minimum operations to keep 
MATS properly exercised (Doyle, hearings, p. 148). 

(4) MATS cannot surge from a low-level utilization of 4 hours 
per day to the 10 hours required for emergency, since pilots and 
mechanics are not standing by. In view of the large turnover 
for MATS personnel, MATS really is training personnel for the 
airlines and electronics industries, and its training program does 
no more than maintain present capability. ‘MATS simply has 
to train and work like the devil to break even.” Rather than 
reduce MATS utilization, the constructive answer is a substantial 
increase in airborne traffic for both military and civil carriers 
(Burwell, hearings, pp. 120-121). 

(5) MATS transport operations are dictated not so much by 
training requirements as by the level of yearly traffic demands. 
In 1957, MATS carried 3% times as many passengers and tons of 
cargo as it did in 1951 (Prescott, hearings, p. 163). 

(6) MATS could make better use of synthetic training aids, 
such as simulators, as opposed to flying airplanes. Such training 
can be done much more cheaply while keeping training at a 
minimum (Turner, hearings, p. 15). 


SUBCOMMITTEE OBSERVATIONS 


From a strictly technical training standpoint, a peacetime military- 
transport operation which provides airlift for the Government is 
bound to have waste motion and useless effort. Running a peacetime 
airline imposes its own organizational, administrative, and operational 
requirements, which are not necessarily related to war training. To 
identify this whole transport operation as a “continuous training 
exercise’’ is the sheerest kind of rationalization. 

A relatively small part of MATS yearly transport flying time is 
devoted to pilot and crew training. As shown on table 6, of the 
625,000 transport hours flown in calendar year 1957, about 100,000, 
or 16 percent, were identified with such training. 


SIMULATOR TRAINING 


During that year, MATS had an average of 2,000 pilots directly 
engaged in transport operations. ‘They required, according to the 
Air Force, about 10,000 hours per month of individual proficiency or 
qualification training. About 72 percent of this training was ac- 
complished in aircraft, 28 percent in simulators. MATS has 14 
simulators in use and several more on order. The Air Force acknowl- 
edged that the ratio of simulator training could be improved. General 
Wilson estimated 40 percent of pilot training could be done in sim- 
ulators (hearings, p. 515). 

Simulator training is much less expensive than training in aircraft, 
gives experience in emergency handling without exposing trainees to 
the danger of costly and fatal crashes, and is effective for a wide 
range of operations. According to testimony by representatives of a 
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leading simulator manufacturer, more than 100 different kinds of 
aircraft-operating problems can be introduced by the instructor oper- 
ating the console board. Developments underway will even permit 
familiarization training for entering any airport in the world. Gen- 
erally, the civil carriers use more simulators than the military (hearings 
pp. 658 ff.). 

TRAINING OR TRAFFIC? 


With pilot and crew training accounting for not more than one-sixth 
of all MATS transport flying “hours, and subject to further reduction 
by greater use of simulators, the question remains: How important is 
the other five-sixths of MATS transport flying time for war readiness? 
From one point of view, this is ‘“‘system’’ training of MATS as a com- 
bat team; from another, the hauling of passengers and property is a 
major peacetime occupation, to the detriment of war readiness. 

The MATS transport fleet, it will be recalled, is not the major part 
of the MATS complex, whether considered in terms of aircraft (table 
1), personnel (table 4), or cost of operation (table 11). It is reason- 
able to assume that a large part of personnel training in mainte nance, 
ground handling, communications, and various other ‘“‘system”’ ser- 
vices is not dependent on MATS transport. Furthermore, “system 
personnel would be trained equally as well, whether military or civil 
aircraft were used for transport. 

If MATS operates a system, it is a system for moving peacetime 
traffic, not tor wartime deployment. MATS has become so pre- 
occupied with peacetime traffic that special exercises in support of 
SAC or other maneuvers are regarded as interruptions to the “normal 


flow of training’ (hearings, p. 429). Although MATS represents 
itself as the supporting arm of SAC in war action, and regards its 
peacetime operations as subserving this end, only about 12 percent 
of its total flying hours, on the average, is devoted to SAC support 
(hearings, p. 715). For the most part, MATS “trains” according to 
traffic routines. As stated by the Air Force (hearings, p. 430): 


The MATS quarterly operations schedule is based on the 
calculated portion of its training capability which can be 
reasonably expected to operate over selected routes and not 
be interrupted by special exercises in support of the Strategic 
Air Command or other Department of Defense training exer- 
cises. 

The subcommittee agrees with the comment of the Air Transporta- 
tion Association that “‘the testimony of the military leaves a very 
confused record as to whether MATS flies to train or flies to move 
traffic” (hearings, p. 61). 

The subcommittee has seen no convine ing evidence that a reduction 
in the flying-hour rate would impair MATS training needs, or that a 
substantial increase is necessary to maintain war readiness. 


APPRAISAL OF UTILIZATION 


If utilization were the key to readiness, the Air Force would have to 
admit that the civil carriers, with their much higher utilization rates, 
are more ready than MATS for emergencies, and this the Air Force 
will not concede. The real basis for readiness is not the average 
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utilization figure, but the availability of men, machines, facilities, and 
equipment to accomplish specific tasks. 

A very low utilization rate, apparently, will not affect that part of 
the troop-carrier operation which was transferred to MATS from the 
Tactical Air Command. The 150 C—124’s involved in this transfer, 
according to Air Force testimony, were operated by TAC at a utiliza- 
tion rate of 1.5 hours per day. No change in this rate has been made 
by MATS, and no change is planned, according to General Wilson 
(hearings, p. 714). Thus, the troop-carrier planes would be flown by 
MATS in an emergency, even though peacetime utilization of these 
planes is about one-third that of the average rate for other MATS 

lanes. 
x The subcommittee agrees with General Wilson that MATS cannot 
surge to a 10-hour-per-day wartime rate starting from scratch. 
Whether readiness goes up step by step with increasing utilization, 
which involves more crews, fuel, maintenance and overhaul, and 
dispersion of aircraft in worldwide flights, is another matter. 

This is a complex problem and it appears to the subcommittee that 
MATS would benefit by a rigorously impartial study of its training 
function. General Wilson said such a study would be welcomed, 
but Assistant Secretary Sharp doubted that it would have any value 
to the Department of Defense. As he saw it, the military authorities 
have rendered their judgment on the utilization factor, and the 
findings of an independent survey at best would be a matter of 
opinion (hearings, p. 567). 


XVI. Peacetime AIRLIFT OPERATIONS 


The Air Force rationale for MATS’ peacetime carriage of passengers 
and cargo for military and other Government agencies or purposes 
interweaves training and economy. Given a concept of a wartime 
airlift mission unique to MATS, and a peacetime organization and 
operating rate considered essential to support the wartime capability, 
an airlift potential is generated. As Assistant Secretary Sharp said 
(hearings, p. 498): 


These [peacetime] operations represent a necessary recur- 
ring cost, and considerations of economy dictate that the 
airlift so generated must be applied to do useful work. 


Again, he said (hearings, p. 503): 


The Government, through its appropriate processes, has 
allocated, and the taxpayer has provided, funds for resource? 
to enable the Department of Defense to meet the specifiea 
minimum emergency needs. It would be poor management 
and unsound economic practice to waste these resources. 
However, these airlift forces would be a wasting asset if they 
were unable, for lack of training and exercise, to carry out 
their emergency tasks. Moreover, if their training and 
exercise produce a useful product; namely, the peacetime 
airlift necessary for deployment and maintenance of our 
forces—it would be wasteful of the taxpayers’ dollar not to 
put this product to work. 
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Mr. Sharp went further. Even if, for the sake of argument, 
MATS training and exercise required only half its present flying time, 
he believed that the crews and aircraft should still be working to the 
maximum. In his words (hearings, p. 565): 


I am sure it would be very hard to state that the exact 
number of hours, the exact minimum hours of training you 
can have with the MATS fleet and still have it ready—we do 
know that if we find we can train the MATS fleet in half the 
number of hours it presently operates—I say if we should 
find that—it would seem very ridiculous, since we have the 
fleets and the crews, and the taxpayers have paid for both of 
them, that we don’t use that fleet and those crews to the best 
advantage of the taxpayer. And we can certainly use those 
aircraft and their crews much cheaper than we can contract 
at that level. 





Thus the ‘useful work’ which is represented as a byproduct of 
training and exercise, has become a major mission in itself. This is 
clearly recognized in Department of Defense and Air Force directives. 
One of MATS’ purposes, prescribed by its basic Department of 
Defense directive, is to provide peacetime airlift services for the 
Armed Forces, and one of its functions is to maintain and operate a 
military airlift system. In Air Force regulations, this becomes ‘“‘a 
global air- -transport system to carry out the purpose of MATS.” 

“Useful work,” is, of course, a relative term. Availability of the 
MATS system is an invitation to use it for work which may be more 
or less useful, although by definition everything carried by MATS 
is in the military or the national interest. Interestingly enough, the 
Air Force finds much more work for MATS than does the Army or 
the Navy. 

DEVELOPING REQUIREMENTS 


In rendering airlift services to the Department of Defense, the 
approved concept is that MATS is a service agency, leaving to others 
the responsibility for allocating or utilizing its airlift capabilities. To 
date the allocations have been made formally by the Joint Chiefs 
of ntaff, acting as a screening agency for departmental requirements. 

Peacetime airlift requirements are developed by the three military 
departments and fulfilled by MATS in the following manner: 

(1) Each military department prepares monthly estimates, 
beginning several months in advance, of its required airlift. 

Three-month requirements for intertheater overseas and 
overseas-to-continental airlift are prepared by theater joint mil- 
itary transportation boards. These boards are established by 
the overseas theater commanders and include representatives of 
each military service in the area. 

(3) The military department estimates are consolidated with 
the theater command estimates and transmitted through desig- 
nated executive agencies to the Joint Military Transportation 
Committee (JMTC) of the Joint Chiefs of Staff. 

(4) MATS prepares estimates of its airlift capability on a 
month-to-month basis, and these estimates are transmitted by 
the Air Force to the JMTC. 
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(5) The JMTC relates airlift capability to requirements and 
makes allocations of monthly airlift through the executive agen- 
cies to the military departments and to the overseas commands. 

(6) To the extent that the allocations fall short of the services’ 
estimated requirements, the remainder is placed upon MSTS for 
surface movement, or commercial airlift capacity is procured by 
MATS on a reimbursable basis, or in some cases the shipments 
are withdrawn. 

The above procedures apply generally to MATS airlift, which in- 
cludes overseas traffic and special domestic movements. Other airlift 
requirements of the three military departments, both domestic and 
international, are met by transport aircraft attached to Air Force 
commands and to Navy fleet squadrons, and by procurement. of com- 
mercial services, including long-term contracts in the domestic-cargo 
field. The Military Traffic Management Agency, acting for the 


Department of the Army, supervises domestic military transporta- 
tion, as described in section V. 


NEW FUNDING ARRANGEMENT 


Under the industrial fund program, to become effective in fiscal 
year 1959, the three military departments will reimburse MATS not 
only, as now, for commercial airlift. in excess of JMTC allocations. but 
for all airlift provided by MATS, on the basis of a specially prepared 
tariff. This arrangement will have the effect of eleminating the 
JMTC procedure for allocating ‘free’’ airlift, since the amount of 
airlift for each department henceforth will depend on the appropria- 
tions it will be able to obtain from the Congress. These appropria- 
tions, as used, will be paid into the MATS industrial fund on the 
basis of a uniform tariff for all traffic, whether airlifted by MATS 
or by commercial carriers engaged by MATS to augment its own 
services. 

Army and Navy witnesses made it plain that they would be ‘“‘cap- 
tive’ customers under the single manager arrangement and the indus- 
trial fund, since the tariff rates would be set by MATS and the 
departments would have no option to procure possibly cheaper serv- 
ices from commercial sources. It was noted, however, that the mili- 
tary departments would be represented on an administrative com- 
mittee concerned with MATS costs and operations, and that the 
industrial fund was not set up to make a profit (hearings, pp. 452, 
469-470). 

The obligation to pay for MATS’ services, Mr. Sharp suggested, 
might well persuade the military departments to pare their estimates 
of needed air cargo movements (hearings, p. 735). 


AIRWORTHY CARGO 


Military witnesses maintained that their airlift requirements are 
examined thoroughly to insure that only airworthy traffic is included. 
Admittedly, on occasion mistakes are made and cargo is assigned 
unnecessarily to air movement (hearings, pp. 454, 476). 

Determinations of airworthy traffic are made under a priority sys- 
tem in accordance with JCS criteria. The amount of traffic earmarked 
for air transportation also is influenced by the availability of MATS 
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airlift. Less traffic is offered for movement when a lack of capability 
is anticipated (hearings, p. 732). 

Under JMTC allocating procedures, as noted above, airlift require- 
ments of the military departments in excess of allocated MATS 
airlift, are diverted to MSTS or commercial air carriers or withdrawn. 
Data submitted by the Army for calendar year 1957 showed require- 
ments for 27,917 short tons of cargo airlift as against an allocation of 
21,716 tons, leaving an excess of 6,201 tons. During the same period 
the Army had requirements for air movement to overseas destinations 
of 118,818 passengers against an allocation of 78,392 leaving an excess 
of 40,426. The extra traffic was diverted largely to MSTS (hearings, 
pp. 475-77). 

Navy witnesses indicated that JMTC allocations generally fell below 
the Navy’s estimated requirements (hearings, p. 455). However, the 
Navy has some resources of its own for air transport, as noted in 
section V. 

The Air Force is the greatest user of MATS. The relative magni- 
tudes of service demands upon MATS can be gaged by the forecast 
for fiscal year 1959 payments into the MATS industrial fund. The 
Air Force will ‘‘buy” more than 3 times as much services from MATS 
as the Army, and almost 5 times as much as the Navy. The estimated 
amounts to be “bought”’ by the Air Force, Army, and Navy, respec- 
tively, are $201,500,000, $66,900,000, and $41,857,000 (hearings, p. 
775). 

Air Force policy favors air transportation to save man-years lost 
in slower transit and to reduce the pipeline time for inventories. It 
moves most of its personnel, including dependents, by air. For fiscal 
year 1959, the Air Force estimated that approximately 85 percent 
of its “accompanied people” would be moved by air, the remainder 
by water (hearings, p. 722). The Army testimony was that MATS 
moves no dependents for the Army; they move by MSTS or by com- 
mercial air procured for the Army by MATS on a reimbursable basis 
(hearings, p. 472). 

AERIAL PORT OPERATIONS 


Jargo allocated for MATS carriage is shipped to aerial ports of 
embarkation (APOE) on both coasts by truck, rail, or air, with truck 
shipments predominating (hearings, p. 719). Air traffic coordinating 
officers (ATCO), representing the military shipper services, are sta- 
tioned at these ports to check designated air movements of cargo. 
These officers may reject cargo not considered sufficiently important 
for air movement. 

A certain amount of “bootleg” cargo, that is, cargo lacking air 
movement designation, is hauled by MATS. For example, 314 ship- 
ments of such cargo, weighing 132,813 pounds, were picked up by 
MATS in January 1958 at the Dover APOE. Air Force officials 
could offer no explanation as to how this cargo got into MATS planes 
(hearings, p. 723). 

CARGO BACKLOGS 


Heavy inflows of cargo to APOE’s result in backlogs, particularly 
when MATS planes are unavailable or are grounded because of bad 
weather, maintenance, or technical prebiers. In such ceeses, a por- 
tion of air-designated cargo may be diverted to water shipment or, 
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occasionally to commercial carriers. Decisions to divert cargo from 
MATS, after acceptance at the port, are made by the ATCO’s, not by 
MATS, and the aoe then decides how the diverted cargo shall be 
moved (hearings, p. 721). 

Air Force officials consider a 3-day backlog of cargo as desired in 
order to assure availability for movement on scheduled MATS flights. 
For the month of January 1958, a 3-day backlog at Dover APOE 
represented 376.2 short tons. Backlogs exceeded that amount for 
every day in the month, ranging from 381.6 to 871.6 tons (hearings, 

. 674). 
r During that month, of 2,143 tons of Air Force cargo accepted for 
air shipment at Dover, 238 tons were diverted to water transportation. 
For the calendar year 1957, 6,120 tons of Air Force cargo were refused 
airlift by the ATCO’s at Dover. 

Data on Army and Navy air-designated cargo refused for shipment 
are not readily available, but their total air cargo movements by 
MATS are much smaller than those of the Air Force. Thus, for 
January 1958, 500 tons of Army and 67 tons of Navy cargo were 
accepted at Dover, compared to 2,143 tons for the Air Force (hear- 
ings, p. 736). 

NONMILITARY TRANSPORT 


In addition to military traffic, MATS carries, when authorized, 
cargo and passengers on a reimbursable basis for other Government 
agencies, foreign governments, international organizations and others, 
as indicated in tables 7 and 8. 

Generally, the policy is for other Government agencies to request 
the Secretary of Defense to make a determination as to the depart- 
ment’s interest in the airlift. When such a determination is made, 
the Air Force, through MATS, fulfills the airlift requirement, both 
for personnel and cargo. The 1254th Special Mission Fleet at 
Bolling Field frequently is used for such purposes. Reimbursement 
is received from the shipper agency, based on international rate book 
tariffs of the Air Force (hearings, p. 724). 


MOVEMENT OF RACING SHELLS 


The “national interest”’ in moving traffic by MATS, as interpreted 
by the Air Force, is flexible enough to cover the transportation of 
racing shells to England to assist Princeton University in maintaining 
its lightweight varsity crew championship. MATS carried the 
Princeton shells 2 years in a row, ailemedly because commercial 
transportation was unavailable (hearings, pp. 723-726). A com- 
mercial carrier tried unsuccessfully to obtain this job from Princeton 
last year. The Air Force took pains to emphasize that it charged 
Princeton substantially more than the prevailing commercial rate. 
Incidentally, the shell was put down by MATS at Burtonwood, 
England, damaged, according to one report (hearings, p. 281). 


XVII. ComparativE Cost CoNnsIDERATIONS 


How valid is the Department of Defense case for economy in 
providing military airlift services to the Government and certain 
other agencies? 


27587—58——-8 
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The first thing to keep in mind is that the case for economy is 
rested on two preceding conditions: (1) that a certain size of transport 
fleet is needed for war preparedness; and (2) that this fleet must be 
exercised in peacetime at a given rate to maintain war readiness. 
Peacetime transportation then is considered a bonus or byproduct of 
an essential defense operation. 

If these two preceding conditions are accepted, then there can be 
little question that the Government gets a big bonus in peacetime 
airlift. If the crews are there, and the planes must fly, the extra 
costs of flying loaded instead of empty are not great. 


QUALIFICATION OF THE ECONOMY ARGUMENT 


If either the size of the fleet or the peacetime utilization rate can be 
challenged, and there are good grounds at least for raising questions 
about them, then the economy argument immediately becomes 
weakened. The real bonus gets smaller. For it is not necessarily 
economical to maintain expensive military aircraft, crews, and sup- 
porting equipment and facilities which are not altogether essential for 
war, to haul people and goods in peace. The civil airlines can do 
this job more efficiently and at less cost. 

In the generation of “free” airlift, we must consider also the value of 
the bonus package. How many passengers and tons of cargo are 
moved by air because the airlift is available rather than because speed 
is of the essence? Free airlift, in the nature of the case, is not con- 
ducive to efficiency and economy. The Air Force claims that money 
is saved by moving people and goods quickly, but these savings are 
not to be assumed as a matter of course, particularly since militar 
men are not paid by the hour, and the transit time for goods is a cal 
part of the lead-time factor. 

The Air Force, understandably, is airminded, but if the economies of 
air transport are so apparent, why do not the Army and the Navy 
make equal claim with the Air Force for MATS’ airlift services? It is 
doubtful that the Air Force, as the biggest user of MATS, would buy 
the same amount of airlift services commercially if MATS were 
disban ed. 

The industrial fund will put a price tag on this bonus airlift for the 
first time, and its value may then appear in a different light, as Mr. 
Sharp suggested. Whether the price tag of the industrial fund will 
mark the right price from a cost standpoint is a separate question. 

Another factor to consider is the incremental costs of bonus airlift. 
If the planes and the flying time are strictly essential for readiness, 
what extra goods and services are associated with airlift which have 
no connection with war training? To take one small example, 
MATS has 800 flight attendants, of whom 480 are female (hearings, 
p. 712). It is hard to imagine that the stewards and stewardesses 
are necessary for SAC deployment. 

One of the most vexing problems is the relationship between fixed 
and variable costs in airlift operations. How much is saved if the 
flying time (and airlift) is cut down? Do the costs of moving people 
and goods by MATS represent siinply out-of-pocket costs such as 
fuel and (partial) maintenance, or do they include a share of outlays 
for personnel and supporting facilities and services? 
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CIVIL CARRIERS’ VIEWS 





The civil carriers take issue with the concept that MATS peace- 
time airlift operations represent savings to the taxpayers. They are 
convinced that they can transport passengers and cargo “cheaper, 
faster, and better’ than MATS because air transportation is their 
business, whereas MATS “‘is not designed to, and will not, yield effi- 
cient, low-cost airline transportation” (hearings, p. 157). 

They cite as relevant factors more efficient use of manpower and 
fuel by private operators, larger loads carried in commercial aircraft, 
and the offering of commercial rates lower than those established in 
MATS tariffs (hearings, pp. 13, 165). 

If accurate data on MATS transport costs were available, the car- 
riers maintain, there would be no doubt that MATS airlift is more 
costly than that offered by the commercial carriers (hearings, pp. 61, 
107). 

TRANSPORT COST FOR 1957 












In fiscal year 1957, as shown in table 12, MATS utilized 770,839,254 
ton-miles in carrying cargo and passengers at a “reported cost” of 
$224,999,000, or 29 cents per ton-mile. This is a combined cost 
figure for both cargo and passengers. 

As explained in the note appended to table 12, certain cost elements 
are excluded. Costs for depreciation of capital assets, for example, 
are among the excluded items as is customary in Government. ac- 
counting. The reported costs do include, however, an item for mili- 
tary pay and allowances, which has been estimated to comprise 25 
percent of MATS’ cost of operation (hearings, p. 684). 


MATS TARIFF STRUCTURE 






















Under the industrial fund, MATS is obliged to prepare cost esti- 
mates for airlift services rendered to Government and non-Govern- 
ment “customers.’”’ These estimates will not be based solely on the 
“reported costs” annually gathered by MATS, nor will they include 
identical items. For example, cost of military pay and allowances 
will not enter into MATS’ tariff structure, presumably on the theory 
that the military personnel must be maintained regardless of the 
trarisport services rendered. Depreciation of plant and equipment 
likewise will be excluded, as in the case of MATS’ yearly cost reporting. 

Military pay and allowances and depreciation of plant and equip- 
ment will be recorded as “statistical costs,” and these costs will 
enter into a separate MATS’ tariff rate for the relatively small portion 
of airlift servics to be performed for non-Government ‘‘customers.” 

In developing its costs for tariff purposes, MATS will have to make 
estimates of the amounts and costs of commercial augmentation for 
the fiscal year ahead, since MATS’ own costs and commercial costs 
will be embodied in a single uniform rate to the using agencies. These 
estimates are based largely on past operations and will be adjusted as 
changes occur (hearings, pp. 682-683). 

“Authorized” cost items for MATS airlift operations to be recouped 
in the industrial fund are indicated by these tentative estimates for 
fiscal year 1959 (hearings, p. 775). 
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Expenses estimated to be incurred during fiscal year 1959 for the airlift service 
portion of MATS 


GCosiien pay deal alowautes.uo. ou cc5. obi. uss ese ie $22, 698, 000 
RG HIE CORIO sae os vig eee Os KEEN Es h Cu ebieNe 8, 770, 500 
Civilian permanent change of station........_........---------- 20, 500 
i cndncsacnnacccngiodumated apn delwananse 65, 055, 000 
IR ORO 2 Sn et awe Nl So oe ek ee eee 114, 654, 000 
ene es OUMEINNS 5. i atin ete. ie kee 2, 112, 500 
ED RNIN) St cee os sty esl le dah weeuheud Meneses o6 17, 145, 000 
a ne aio akniningn hen inentnch ordeal dh epdadialiae aia 86, 909, 000 
RIE aatled en 308, 500 


ME 2b tiki wea tien cc had bbhs dhs abe ba ed wha elk 317, 673, 000 


The above distribution by category is inclusive of those expenses 
to be financed initially by the industrial fund and those expenses 
associated with obtaining support services through cross-service 

agreements. 

The contractual services include those hired from commercial firms 
for maintenance as well as for augmented airlift. Military personnel 
costs, whether for crews, maintenance or other services, are excluded 
from the costs to be recouped. 


INTERIM RATES 


Translating the above cost estimates into an “interim’’ tariff rate, 
the Air Force has cited these proposed costs: 33.7 cents per passenger 
ton-mile in the Atlantic and 34.2 cents per passenger ton-mile in the 
Pacific; 18 cents per cargo ton-mile in the Atlantic, and 18.5 cents per 
cargo ton-mile in the Pacific (hearings, p. 726). 

Mr. Prescott of Flying Tigers referred to MATS interim tariff rates 
for the Pacific by way of contrast with the lower rates charged by his 
company. Under contract to MATS for transpacific services in fiscal 
year 1958, Flying Tigers charged 24.7 cents per passenger ton-mile 
and 13 cents per cargo ton-mile (hearings, p. 157). 

Air Force officials observed that “firm” contract rates, like those of 
the Flying Tigers, should be qualified by the considerations that (1) 
loading costs are borne by the Government; (2) cae” rates usually are 
much higher than “firm” rates, going as high as 25 cents per ton-mile 
for cargo, and (3) MATS cost estimates are based on worldwide figures, 
including inefficient routes like the one to Thule, and all kinds of air- 
planes (hearings, pp. 779, 781). 

The MATS interim tariff rates, it will be noted, average out roughly 
at 26 cents per ton-mile for passengers and cargo combined. This 
figure approaches the figure of 29 cents per ton-mile reported as the 
overall unit cost of MATS transport operations in the prefund fiscal 
year of 1957, although the cost elements in each case are somewhat 
different. 

CIVIL CARRIER COSTS 


The ATA submitted data for the first 6 months of 1957 which show 
“operating expenses per available ton-mile” of 26.5 cents for domestic 
trunkline carriers, 36.5 cents for United States-flag international 
carriers, and 20 cents for Slick Airw ays as an all-cargo carrier. After 
deductions of various categories of “nonmilitary-type expenses,” 
the estimated unit costs were, respectively, 16.4 cents, 21.6 cents and 
14.2 cents. These adjustments represented an effort to compare 
MATS and commercial costs, but it was indicated in the testimony 
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that data on MATS’ costs were not sufficiently available to afford 
detailed comparison (hearings, pp. 43, 186). 

A review of the reporting requirements prescribed by the Civil 
Aeronautics Board for civil carriers indicates that unit costs, such 
as cost per ton-mile or passenger mile, are not truly comparable as 
between civil and military carriers. This is the case even when 
costs of military pay are recorded, as in MATS’ yearly cost reports; 
or when “statistical costs” are recorded for military pay and capital 
assets depreciation, as in the MATS tariff structure for non-Govern- 
ment ‘‘customers.”’ 

EXCLUDED MILITARY COSTS 


Major cost elements excluded from accounts are the following: 

1. Retirement of military personnel. 

2. Medical, hospital, and dental care to military personnel 
and their dependents. 

3. Mustering out pay, death gratuity pay, reenlistment 
bonuses, separation and severance pay, permanent change of 
station travel expense including dependents, and dislocation 
allowances applicable to military personnel. 

4. Military personnel leave. 

5. Depreciation and maintenance of base quarters and messing 
facilities used by military personnel. 

6. Procurement and maintenance of ground facilities, equip- 
ment, and vehicles, including hangars and shops, office and 
terminal buildings, taxiways, and runways required for the 
operation of airlift service organizations. 

7. Cost of purchasing, warehousing, maintaining and con- 
trolling inventory of spare parts and components for airframes, 
engines and equipment. 

8. Disposal of excess and surplus property. 

In addition, there are business-cost items such as taxes and insur- 
ance which are not imputed to Government operations in present 
accounting systems. 


IRRECONCILABLE POSITIONS 


The economy arguments of the Air Force and the civil carriers 
cannot be resolved because their basic premises are different and 
because, as everyone agrees, there are no valid data for accurate cost 
comparisons. Establishment of the industrial fund, as we have seen, 
will not yield the necessary data to make such cost comparisons. 
The limitations lie partly in the nature of nonprofit Government 
activities, partly in the regulations governing industrial funds. 

Thus the industrial fund, whatever advantages it may have, will 
not put an end to the controversy over comparative costs of MATS 
and commercial airlift operations. The subcommittee believes that 
certain additional observations on the industrial fund are in order. 


LIMITATIONS OF INDUSTRIAL FUND 


In the first place, it should be recognized that, as far as the Air 
Force is concerned, the industrial fund makes no change in MATS’ 
concept of peacetime operations or wartime missions. ‘The fund is a 
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fiscal device whereby MATS’ airlift operations will be financed by a 
permanent appropriation for working capital, and MATS’ “customers” 
in turn will reimburse the fund from regular appropriations. Exist- 
ence of the fund will not by itself affect MATS’ procurement of 
commercial air services (hearings, p. 685). 

Second, the industrial fund, as a fiscal device, is not a substitute 
for good management. General Accounting Office investigations of 
industrial fund activities in Government departments and agencies 
have revealed numerous instances of management deficiencies. 

Third, existing Department of Defense regulations for industrial 
funds exclude various important cost elements in establishing the cost 
of work performed for the benefiting activities. These matters were 
brought to the attention of the Assistant Secretary of Defense (Comp- 
troller) formally in a letter of the Comptroller General, dated April 24, 
1957. 

In a discussion of the industrial fund problems, an Air Force witness 
observed that the fund would be subject to yearly audit by the 
General Accounting Office. At the subcommittee’s request, the 
Comptroller General reviewed the testimony taken at the hearings. 
He submitted this reply, dated May 7, 1958: 


In our review of the hearings it was noted on page 778 that 
Colonel Delaney, Deputy Chief of Staff, Comptroller, 
MATS, stated, “Once a year at a minimum we will get a com- 
plete management audit by the General Accounting Office.” 
The General Accounting Office has started its long-range 
audit program of MATS, which will cover a review and evalu- 
ation of the organization and activities at both management 
and operating levels, including determination of (1) manage- 
ment responsibilities, (2) effectiveness of policies, procedures 
and management controls relating to programing, budgeting, 
operating performance, accounting and reporting at all levels, 
(3) efficiency of airlift operations under the industrial-fund 
concept, which is scheduled to go into effect in fiscal year 
1959, and (4) coordination by the MATS and the military 
departments in utilizing airlift facilities in logistical opera- 
tions. The program requires the issuance of reports to the 
Congress and the agency as certain segments of the work are 
completed. Because of manpower limitations we have 
found that more effective results are achieved for all parties 
concerned through this approach, rather than a recurring 
annual audit. 


XVIII. ProcurEMENT oF CoMMERCIAL AIRLIFT 


Air Force Regulation No. 76-19, dated July 24, 1957, lays down 
this maxim: 


In peacetime, the Air Force will use civil air transport 
resources for those needs which exceed the byproduct airlift 
capability generated by training and exercise of military air 
transport forces. 


The magnitude of MATS “byproduct” airlift compared to that 
procured from civil carriers is shown in the yearly traffic statistics. 
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GROWTH OF MATS TRAFFIC 


Numbers of passengers and tons of cargo/mail moved by MATS 
show a steady increase every year since 1951, as shown in table 10. 
In fiscal year 1951, 345,822 passengers were carried; in fiscal year 
1957, the number was 939,307, an increase of 172 percent. Tons of 
cargo/mail increased from 62,918 in 1951 to 167,013 in 1957, an 
increase of 165 percent. 

According to Mr. Rentzel of Slick Airways, MATS’ passenger 
traffic in the 12 months ending June 1957 was equal to more than 57 
percent of all United States foreign carriers’ passenger traffic; MATS 
cargo/mail traffic was more than 3 times the amount of United States 
foreign and overseas carriers and exceeded the cargo/mail traffic of all 
civil domestic carriers (hearings, p. 85). 

In fiscal year 1951, civil carriers moved 129,152 passengers for 
MATS; in 1957 they moved 190,466, an increase of 47 percent as 
compared with a 172 percent increase in MATS’ own passenger traffic. 
Cargo/mail traffic moved by civil carriers decreased from 19,469 tons 
to 17,482 tons, a decrease of 10 percent as compared with a 165 percent 
increase in MATS’ own cargo/mail traffic. 


VARIATIONS IN CIVIL AUGMENTATION 


In contrast to the steady growth of MATS traffic, civil augmenta- 
tion is erratic. After 3 fairly high years, 1951-53, reflecting the use 
of commercial lift between the United States and Tokyo for Korean 
war support, the civilian traffic was cut in half in 1954, and dropped 
to a low point in 1955, when civil carriers moved 8,642 passengers and 
3,291 tons of cargo/mail for MATS as compared to 617,000 passengers 
and 120,517 tons of cargo/mail moved by MATS planes. The years 
1956 and 1957 show gains in passenger traffic moved for MATS by 
civil carriers. In these 2 years they moved more passengers than 
they did in the Korean period; but, relative to MATS’ own growth, 
the civil carriers’ share was considerably less than in the previous 
high period. 

Civil carriage of cargo traffic also increased in 1956 and 1957, but 
did not regain the Korean level of tonnage and, relative to MATS’ 
own growth, the civil carriers’ share went down from 30 percent to 
10 percent. 

In the first half of fiscal year 1958, the volume of passenger traffic 
allotted to civil carriers increased, whereas the volume cargo tonnage 
to civil carriers decreased. As shown in table 10, for that half-year 
the civil carriers moved 33.4 percent of the passengers and but 5.3 
percent of the cargo in the MATS system. 

More detailed figures, on a ton-mile basis, would show rather severe 
seasonal and other short-term fluctuations in the volume of passenger 
and cargo traffic allotted to the civil carriers. Mr. Rentzel of Slick 
Airways submitted charts and graphs showing the up-and-down swing 
of MATS’ civilian charters for the period April 1956 to December 
1957 (hearings, pp. 87-89). He estimated that military passenger 
charters for civilian carriers ranged from a low of 31 million passenger- 
miles in the month of January 1957 to over 160 million passenger-miles 
in October of the same year; then they were cut back sharply for the 
following 3 months. 
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ECONOMIC PRESSURES 


The effect of these violent swings, according to Mr. Rentzel, is that 
additional civilian aircraft and equipment are drawn into the military 
charter market during the high months, while the abundance of capac- 
ity causes fierce competition during the low months, driving the bids 
down below the break-even point for carriers paying union wages 
(hearings, p. 86). 

The unions, in turn, have complained of cutthroat cémpetition and 
chaotic conditions in employment resulting from the ebb and flow of 
military traffic to civil carriers on short-term bids. 

Mr. Sayen of the Air Line Pilots Association said the intense com- 
petition for military traffic on short-term bids and the frequent and 
rapid fluctuations in volume of business induced intense pressures for 
economic survival, caused instability and insecurity, and threatened 
safety standards as well as the livelihood of the men who fly the planes 
(hearings, p. 176). 

Mr. Horst of the Transport Workers Union pointed, as an example, 
to a Slick Airways decision to furlough every flight navigator and 
flight attendant after losing a military contract. Other carriers were 
said to be furloughing flight navigators and flight engineers for lack of 
military business. Mr. Horst said trenchantly (hearings, p. 288): 


The glory in flying and operating these giant birds has 
long since passed for most of our members and, as MATS 
and the Air Force only too well know, that glory never did 
put food on the table, or buy the kids a pair of shoes, or pay 
hospital and medical bills. 


PROPOSALS TO STABILIZE CHARTER MARKET 


The conditions described by civil carrier and union witnesses have 
led to various proposals for stabilizing the military charter market. 
These will be briefly summarized. 

(1) We noted earlier Mr. Rentzel’s proposal for relating military 
charter traffic to the unutilized capacity of the Civil Reserve Air Fleet 
(sec. XI). These charters, to be let on a competitive basis to CRAF 
bidders in sufficient volume to utilize 70 to 75 percent of their capabil- 
ities, would be fixed for 6 months to a year in duration. The Civil 
Aeronautics Board would be asked to review continually the rates for 
fixed as well as call charters to insure that they did not fall below the 
carriers’ breakeven point (hearings, p. 94). 

(2) Mr. Rentzel had another and prior proposal: That, before 
putting out any business on fixed charters, the military authorities 
“should make a positive effort’’ to place as much business as possible 
with certificated airlines in both the domestic and international 
fields. This would entail the elimination of any flights on military 
aircraft or military-chartered equipment— 


which could be economically and effectively conducted by 
civil carriers on their common carrier routes (hearings, p. 94). 


(3) Three-year contracts by MATS on a competitive-bid basis 
were proposed by Mr. Burwell of Overseas National Airways. The 
successful carrier, on the strength of a long-term contract, thus would 
be able to dispose of obsolete aircraft and acquire new aircraft suitable 
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for defense reserve needs. Such long-term contracts were considered 
wm on the basis of “no year’’ industrial fund money (hearings, p. 
127). 

(4) Competitive bids for military charters of 6 months to a year 
in duration, with 30-day or ‘‘call’” bids eliminated on the ground that 
the economic and employment situation in the industry is adversely 
affected, were proposed by Mr. Horst of the Transport Workers 
Union (hearings, p. 290). 

(5) Regulation of rates by the Civil Aeronautics Board for all 
military traffic let to civil carriers, on the theory that the competitive 
bid system is alien to the national transportation policy, was pro- 
peers by General Doyle of the Independent Airlines Association and 

y Mr. Norden of Seaboard and Western Airlines. Lack of CAB 
jurisdiction in the international field was recognized, but the agency 
was regarded as having considerable indirect control through the 
International Air Transportation Association, a worldwide carrier 
association which sets uniform rates, the acceptance of which by 
American-owned carriers is subject to CAB approval (hearings, pp. 
68, 273). 

(6) The supplemental carriers, in addition to favoring longer term 
contracts and CAB-regulated rates, called attention to special prob- 
lems affecting their segment of the air industry. To enable supple- 
mental carriers who bid on military charters to perform better under 
their contracts, the Independent Airlines Association acts as an air 
exchange for its members, in effect constituting a pool of resources. 
Such an arrangement, because of its possible monopoly implications, 
requires CAB approval. Approval has been granted for ‘‘exchange” 
authority in the domestic field; a request for similar authority in the 
international field was pending before the CAB at the time of the 
hearings (hearings, p. 66). 

Air Peres Regulation No. 76-19 states as a matter of policy in 
regard to the employment of civil air services: 


These uses of civil resources will be planned as far in 
advance as practicable for economy, effectiveness, and 
stability. 

Secretary Douglas of the Air Force stated to the House Committee on 
Appropriations in 1957 that the Air Force was seeking ways and means 
to give more stability to contract operations with the civil carriers. 
Assistant Secretary Sharp expressed the opinion that Secretary 


Douglas was referring in this connection to the bailment program 
(hearings, p. 700). 


AIR FORCE CONTRACTING PROCEDURES 


At one time, all MATS charters were let solely on a month-by- 
month basis. Presently MATS uses both firm and call contracts, the 
former offering service for 6 months with an option to renew for an 
additional 6 months, the latter offering service on a trip basis. An 
Air Force witness suggested that longer term contracts possibly could 
be let under the industrial-fund operation soon to be put into effect 
(hearings, p. 700). 

There were no firm-type contracts in existence during fiscal year 
1956 and the first half of fiscal year 1957. During the second half 
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of fiscal year 1957, four carriers had firm contracts for cargo airlift 
in the Pacific area only. For fiscal year 1958, procurement of firm- 
contract requirements was awarded by MATS to four carriers on a 
bid basis for Atlantic, Pacific and Pacific interisland traffic. One of 
these carriers moves passengers for MATS in the Atlantic area. No 
firm-type contract for cargo airlift exists in the Atlantic area (hear- 
ings, p. 738). 

Approximately 30 carriers have call contracts with MATS. The 
MATS commander, 45 days prior to the month that services are 
required, sends a statement of requirements to the contractors, who 
submit statements of capability and price to MATS headquarters. 
MATS evaluates capability and price and issues calls for services as 
required. These “service orders’ are a form of negotiated contract 
since they are not obtained by formal advertisement. 

This procurement setup is not geared to utilizing civil carriers for 
movement of daily backlog traffic that accumulates at MATS aerial 
ports. As explained by an Air Force witness (hearings, pp. 729-30) : 


Our program for utilizing commercial air transportation 
ordinarily is based upon at least a 30-day period of augmenta- 
tion and we try to keep away from asking a commercial 
carrier within 1 or 2 or 3 or 4 hours to put additional lift on 
the line, so if in effect we find 15 or 20 tons or a hundred tons 
of cargo, which admittedly got to the port when it shouldn’t 
have, considering the outbound capability, we are not always 
in a position of buying additional commercial the next morn- 
ing or that evening for two reasons: The nonavailability of 
dollars and of airlift, and so it is diverted to water transpor- 
tation. We have asystem where we try to provide expedited 
water transportation for this type of cargo to move it overseas 
as rapidly as possible. 

The firm contracts guarantee to the carrier a stipulated amount 
of traffic each month for the contract period, and contain an “expan- 
sion’’ clause whereby the Government reserves the option to purchase 
additional services. This clause presumably puts upon the carrier an 
obligation to have additional equipment available for expanded 
service. However, the Government may decide not to exercise its 
option and to resort instead to call-contract services, which in turn 
put upon the call contractor the obligation to have equipment available 
and ready for 30-day periods—an arrangement which one carrier 
described as the “locked in” feature of the call contract (hearings, 

. 283). 
t An Air Force witness stated that the expansion clause is placed in 
the contract and used by the Government on a round-trip basis. 
Since it would be more expensive to pay the contractor a round-trip 
price for one-way traffic, such traffic is purchased on call contracts 
(hearings, pp. 737-8). 

Of the (approximately) $50 million spent by MATS for commercial 
air services in fiscal year 1957, 84 percent was ou call or charter 
contracts; of the (approximately) $34 million spent by MATS in the 
first 7 months of fiscal year 1958, 57 percent was on call or charter 
contracts (hearings, p. 739). 
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ASSIGNMENT OF PROCUREMENT RESPONSIBILITIES 


Procurement responsibilities in the Air Force for airlift as well as 
other services or commodities are lodged formally in the Air Materiel 
Command. Prior to the designation of MATS as the single-manager 
operating agency, overseas airlift services in augmentation of MATS 
were procured from commercial carriers through AMC headquarters. 
This procurement function now is delegated to MATS, except that 
all procurements in excess of $350,000 will be reviewed by the 
procurement committee located at AMC headquarters. 

Domestic air cargo services for the Air Force, known as Logair, 
are procured through AMC; those for the Navy, known as Quick- 
trans, are procured through the Navy Bureau of Supplies and Ac- 
counts. Specifications for such airlift services are drawn up by the 
Air Force and Navy using agencies, and contracts are signed and 
administered by these agencies. However, the Army, through the 
Military Traffic Management Agency, enters into the process of 
contract negotiation. 


DOMESTIC CARGO SERVICES 


Mr. Rentzel described the Logair and Quicktrans operations as 
privately chartered domestic airlines of the military services which 
were seriously weakening the certificated cargo carriers. He offered a 
map of the United States showing Logair and Quicktrans services to 

oints served by common carrier all-cargo aircraft. According to 
Mr. Rentzel, in fiscal year 1957 Logair ton-miles equaled 27 percent 
of the total domestic air freight, 70 percent of the all-cargo carriers’ 
domestic traffic, and 209 percent of Slick’s traffic (hearings, pp. 90-91). 

Table 16 shows that Logair ton-miles tripled in 3 years, rising 
from 42,816,998 in fiscal year 1955 to 126,588,556 in fiscal year 1957. 
During this period, the total direct cost to the Government of the 
Logair operation increased from $5,317,050 to $18,030,000. 

Table 15 shows that ‘‘system ton-miles” flown by Quicktrans have 
not increased significantly over a period of years, and there were 
decreases in fiscal years 1953-55. However, the fiscal years 1956-57 
show a rather substantial increase in ‘‘total pounds loaded.” 

The growth of long-term contract services plus the use of military 
aircraft, Mr. Rentzel said, were sapping the strength of the certificated 
cargo carriers. He estimated not more than 9 or 10 percent of the 
domestic airfreight carried by certificated carriers was military 
traffic (hearings, p. 91). 

The problems facing the all-cargo common carriers were adverted 
to by Mr. FitzGerald of the Civil Aeronautics Board. He pointed 
out that they are in a formative period and— 


the big problem which they face today involves the genera- 
tion of sufficient cargo to bring costs down to the point where 
rates, in turn, can bring forth again substantial volumes 
of traffic: (hearings, p. 299). 


The use of contract airline service on a long-term basis is repre- 
sented by the military departments and by the participating con- 
tractors as providing guaranteed and reliable service tailored to 
military needs and at a low cost. 
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The AMC emphasizes the importance of flexible service under 
military management to meet daily and often hourly requirements of 
tactical installations which are not located along existing common- 
carrier routes, but which are ‘offline’ and would otherwise have to 
be served by an air-surface combination of transport unsuited to 
Air Force readiness needs. Without Logair, according to AMC, the 
Air Force would be faced with increased cost, incompatible service 
and less reliability. 

Likewise, the Navy points to the need for regular military-controlled 
service provided by Quicktrans between the two coasts, with inter- 
mediate stops for pickup or delivery of cargo. Material to support the 
fleets is generated in aircraft plants, stocking points, and east-coast 
industrial areas. 


INVESTIGATIONS OF DOMESTIC MILITARY AIRLIFT 


The Military Traffic Management Agency in the Department of the 
Army is conducting a four-phase study of present and future military 
requirements for commercial air transportation within the continental 
United States. This study will include an economic and traffic 
analysis of Logair and Quicktrans and consideration of the possibility 
of combining or pooling these services. Cost analyses also will be 
made to determine whether future military requirements can best be 
served by contract air service, or by scheduled, supplemental or other 
type of air carrier service. The four-phase study, scheduled for 
completion in March 1958, is still unfinished (hearings, pp. 465-466). 

The Civil Aeronautics Board started an investigation in June 1957 
concerning the relationship of military contract service to the require- 
ments for filing tariffs under the Civil Aeronautics Act. 


CIVIL AERONAUTICS BOARD JURISDICTION 


The CAB exercises varying degrees of jurisdiction over carriers 
engaged in military-traffic movements. Some carriers are outside 
CAB regulatory powers because they are not engaged in common 
carriage. The CAB favors legislation to bring them under its control. 
Other carriers subject to CAB jurisdiction are exempted by CAB 
orders from full regulatory controls because they are engaged in 
relatively long-term contract operations for the military or because 
they would be unduly burdened in performing certain military services. 

Even when subject to Board jurisdiction in the matter of filin 
tariffs, carriers often can bid on military charters below their dodened 
tariffs and simply file new tariffs within a 30-day period. 

Involved in this complex area is a clash of opinion and judgment as 
to the extent of the CAB’s regulatory jurisdiction over military 
charters. On the one side the military Seaatuntitte procure com- 
mercial services by competitive bidding and negotiation under the 
authority of the Armed Services Procurement Act. On the other, the 
CAB is faced with the question whether the movement of military 
traffic at rates below those prevailing in common carrier tariffs con- 
stitutes preferential treatment to one shipper—the Government— 
as against others in violation of the Civil Aeronautics Act. 

The problem is not only one of law and policy but of economics. 
Under the Civil Aeronautics Act, carriers are obliged to charge fair 
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and reasonable rates and are entitled to realize a fair rate of return. 
If the Government is permitted to purchase large amounts of com- 
mercial air services at low rates, sometimes below the break-even 
point, the carriers will be forced to charge more to the public to make 
up the difference for a fair rate of return. 

Those who argue for the principle of uniform tariffs under CAB 
regulation point out that the Civil Aeronautics Act, unlike the laws 
applying to railroads and motor carriers, contains no “section 22” 
provision permitting the Government to receive below-tariff rates 
on air transportation. 

Between military procurement and civil regulation of air trans- 
portation there exists a host of unresolved problems. Mr. FitzGerald 
of the CAB said that if any fundamental changes were to be made in 
this area, a detailed analysis of the applicable laws and policies would 
be required and a new pattern of regulations would have to be devised. 
In behalf of the CAB he shied away from any responsibility for under- 
taking such a task (hearings, p. 342). 


MILITARY DISCLAIMER OF RESPONSIBILITY 


Whereas the CAB is rather timid and self-effacing in matters of air 
transportation affecting the Department of Defense, the latter dis- 
claims responsibility for any adverse consequences to civil carriers 
flowing from its procurement policies and actions. The hard-shelled 
military attitude is that the civil carriers should not expect to be 
“subsidized” by the Department of Defense—and subsidy is con- 
strued to be the procurement of commercial airlift which could be 
carried by MATS’ own aircraft or which is set at any rate below the 
competitive bid price, no matter how strong the competition or how 
depressed the market. 

f any subsidies are to be granted, say the military, these are a 
responsibility of the civil agencies, and especially of the CAB, which 
is charged by law with promoting the development of air transporta- 
tion for commerce, postal, and defense purposes (hearings, p. 686). 

If MATS were to adhere literally to the precept that its own air- 
craft will be used fully in military airlift before procuring any com- 
mercial services, and furthermore, to achieve the 6-hour utilization 
rate declared necessary for war readiness, the need for commercial 
services would be eliminated altogether. Air Force officials have 
stated, however, that they do not expect to achieve this higher 
utilization rate in the near future, and that they anticipate a contin- 
uing need for commercial services. This continuing need is related 
to the expanding role of air transportation in military strategy and 
logistics (hearings, pp. 382, 505-506). 

Military air transportation now has become so large a portion of 
total air transportation that the Department of Defense cannot right- 
fully maintain a position of indifference to the economic conditions 
of the civil air industry. This is a serious matter which is not receiving 
roe attention because no agency of the Federal Government now 
ooks at the matter whole. A basic reappraisal of national policy is 
needed, and the Congress must consider ultimately how to close the 
large gaps or to resolve the conflicts in present diverging policies. 
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IMMEDIATE STEPS 


In the meantime, an obligation rests upon the Department of De- 
fense to take immediate practical steps to expand and stabilize the 
procurement of commercial air services. The objective here should 
be to provide a full partnership basis for civil participation so that 
peacetime and emergency tasks can be performed by the most effective 
combination of national resources. 

It is not necessary, in the subcommittee’s judgment, that the mili- 
tary-civil relationships be viewed in the narrow and limited sense of 
one resource displacing the other. Both have appropriate and essen- 
tial tasks in peace and war. 


XIX. List or WITNESSES 
MEMBERS OF CONGRESS 


Hon. Joe Holt, a Representative in Congress from the State of 
California 
Hon. George P. Miller, a Representative in Congress from the State 
of California 
INDUSTRY AND OTHER WITNESSES 


Fred R. Atkins, president, Central Air Transport, Burbank, Calif. 

L. C. Burwell, Jr., chairman, board of directors, Overseas National 
Airways 

Ralph Cox, executive vice president, United States Overseas Airlines, 
and chairman, board of directors, Independent Airlines Association 

Dr. Richard C. Dehmel, director of engineering, electronics division, 
Curtiss-Wright Corp. 

Maj. Gen. John P. Doyle (U.S. Air Force, retired) executive director, 
Independent Airlines Association 

James F. Horst, international vice president and director of the air 
transport division, Transport Workers Association, AFL-CIO 

Raymond A. Norden, president, Seaboard & Western Airlines, Inc. 

Julius Pascuzzo, general manager, electronics division, Curtiss-Wright 
Corp. 

George Patterson, president, Universal Airlines 

Ramsey Potts, special counsel, Air Transport Association of America 

Robert W. Prescott, president, Flying Tiger Line, Inc. 

Delos W. Rentzel, chairman, board of directors, Slick Airways, Inc. 

George D. Riley, AFL-CIO legislative ee 

Frank Roach, secretary, Independent Airlines Association 

Clarence N. Sayen, president, Air Line Pilots Association, Inter- 
national 

Jesse Stallings, president, Capitol Airways, Inc. 

Stuart G. Tipton, president, Air Transport Association of America 

Robert Turner, vice president, traffic, Air Transport Association of 
America 

Thomas Wolfe, executive director, the Aircraft Service Association, 


Los Angeles, Calif. 
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CIVIL AGENCY WITNESSES 


Department of Commerce: 

David W. Bluestone, Assistant Director (Operations and Analy- 
sis) Planning and Development Office, Civil Aeronautics 
Administration, formerly of Defense Air Transportation Admin- 
istration 

David D. Thomas, Director, Office of Air Traffic Control, Civil 
Aeronautics Administration 

R. P. Boyle, General Counsel, Civil Aeronautics Administration 

F. Bolton Elwell, legal adviser, Defense Air Transportation 
Administration 

Civil Aeronautics Board: 
Joseph H. Fitzgerald, Director, Bureau of Air Operations 
Ross I. Newmann, Assistant General Counsel 

Office of Defense Mobilization: 
Charles Offutt, Deputy Assistant Director for Transportation 
John Hilliard, Assistant Director for Manpower 


MILITARY AGENCY WITNESSES 


Department of Defense: 
Earl B. Smith, Director for Transportation, Office of Assistant 
Secretary of Defense (Supply and Logistics) 
Albert Kay, Director for Manpower Supply, Office of Assistant 
Secretary of Defense (Manpower, Personnel, and Reserve) 
Francis X. Donleavy, Office of Assistant Secretary of Defense 
(Supply and Logistics) 
Marion H. Uhrich, Office of Assistant Secretary of Defense, 
(Supply and Logistics) 
Walter Morse, Office of the General Counsel 
Department of the Air Force: 
Hon. Dudley C. Sharp, Assistant Secretary of the Air Force 
Maj. Gen. Joseph D. C. Caldara, Director of Flight Safety 
Research, Office of Inspector General 
Brig. Gen. Albert T. Wilson, Jr., Deputy Chief of Staff, Opera- 
tions, Headquarters, Military Air Transport Service 
Col. Harold M. Brecht, Office of Deputy Chief of Staff, Plans, 
Military Air Transport Service 
Col. Joseph Delaney, Deputy Chief of Staff, Comptroller, Mili- 
tary Air Transport Service 
Col. Earl Hedlund, Deputy Director of Transportation, Head- 
uarters 
Col. H. G. Moseley, Chief, Aeromedical Safety Division 
Lt. Col. Thomas K. Potter, Jr., Office of Director of Plans, 
Headquarters 
Department of the Navy: 
Capt. E. F. Metzger, Supply Corps 
Capt. B. W. Claggett, Director, Personnel Transportation 
Division 
Capt. T. E. L. McCabe, Office of Chief of Naval Operations 
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Capt. E. L. Farrington, Director, Aviation Safety Division, 
Office of Chief of Naval Operations 

Comdr. George R. Crittenden, Aviation Plans Section, Office of 
Chief of Naval Operations 

D. S. Williamson, special assistant to the Assistant Secretary of 
the Navy for Air (Leased Aircraft) 

Department of the Army: 

Maj. Gen. Paul F. Yount, Chief of Transportation 

Brig. Gen. J. K. Woolnough, Director of tas Office of Deputy 
Chief of Staff for Military Operations 

Col. Ray J. Cox, Military Traffic Management Agency 
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Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: By direction of the Committee on Government 
Operations, I submit herewith the committee’s 29th report to the 
85th Congress. The committee’s report is based on a study made by 
its International Operations Subcommittee. 

Wituiam L. Dawson, Chairman. 
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GLOSSARY 


ilies eh act International Cooperation Administration. 

| te . ICA, Washington; the headquarters of the Inter- 
national Cooperation Administration. 

Rai adibiniial United States operations missions; local field offices 
of ICA abroad. 

eh a ctinetantinn Industrial Engineering Division; a branch of 
ICA/W. 

aids tote Office of Contract Relations; a branch of ICA/W. 

ee Office of Personnel Security and Integrity ; a branch 
of ICA/W. 

DERE icinpinconnsincantie Sverdrup & Parcel, engineers. 

i iievevedeiatass Transportation Consultants, Inc., engineers. 





Note.—This report is concerned solely with the activities of 
United States Government agencies and private contractors, and 
does not extend to the activities of foreign governments or their 
personnel. 
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FOREIGN AID CONSTRUCTION PROJECTS 


JUNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-NINTH REPORT 


SUBMITTED BY THE INTERNATIONAL OPERATIONS 
SUBCOMMITTER 


On June 25, 1958, the Committee on Government Operations had be- 
fore it for consideration a report of its subcommittee entitled, “For- 
eign Aid Construction Projects.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and wipbeld as the report of 


the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


INTRODUCTION 


Recent events in many parts of the world, from Latin America to 
the Middle East, have come as a shock to all who are aware that un- 
limited United States good will, and more than $60 billion in United 
States foreign aid, have been extended to lands throughout the non- 
Soviet world. 

A number of explanations have been offered to account for the grow- 
ing disparity between America’s efforts and the results obtained. The 
easiest explanation is to blame the Communists. When this explana- 
tion fails, United States trade policies can be called upon to shoulder 
the burden of guilt. And if a case appears where neither applies, then 
the growth of nationalism in former colonial areas can be suggested 
as the root of the difficulty. 

None of these explanations should be taken lightly. Communism 
does exist and does exert a considerable influence, United States trade 
policies do have a solid impact abroad, and certainly there is over- 
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whelming evidence that growing nationalism introduces important 
complexities into the international situation. 

The trouble with these explanations, both singly and taken together, 
is that while they identify causes far afield, they tend to overlook a 
major source of United States difficulties which 1s much more closely 
connected with the United States aid program itself. There is an in- 
creasing body of evidence, much of it carefully and painstakingly as- 
sembled over the past few years by this subcommittee, that the way 
our foreign aid program is conducted is a principal source of the dis- 
parity between results achieved and sums expended. 

To analyze and discuss Government administrative procedures is 
often considered dull business. Yet, when it is clear that procedures 
are the vital link between the purpose of a policy and what it actually 
accomplishes, they become a most important business to attend to. 

The report which follows, on multi-million-dollar construction con- 
tracts, deals with one aspect of the mutual security program, in which 
the underlying cause of the program’s difficulties is a failure to match 
good intentions with wise provisions for carrying them out. 


FINDINGS AND CONCLUSIONS 


The administration of major construction projects in the foreign 
aid program, by the International Cooperation Administration, has 
been inadequate, indifferent, and incompetent. 

Deficiencies include— 

1. Inadequate advance planning. 

2. Defective standards and procedures for the award and ad- 
ministration of contracts. 

3. Indifference to “conflicts of interest.” 

4. Incompetent supervision of the procurement of construction 
equipment. 

5. Poor coordination between field missions and Washington 
and among divisions in Washington having responsibility with 
respect to construction projects. 

6. Excessive reliance on “political urgency” to excuse deviations 
from sound procedures. 

As a consequence, achievement of the objectives of the foreign aid 
program has been impeded, the cost to United States taxpayers has 
been increased, and the dignity and prestige of the United States Gov- 
ernment abroad have suffered. 

1. Inadequate advance planning : 

(a) A complete lack of sound planning, coupled with inefficient and 
inept procedures, has characterized the foreign aid projects carried 
out under construction contracts. 

(6) The cost of major projects commonly exceeds original estimates 
to such an extent as to render such estimates of doubtful value. 

(c) The inaccuracy of original estimates generally stems from a 
lack of sufficient planning and forethought. 

(d) Lack of planning, generally explained by ICA as intended to 
speed projects, frequently results in extensive delays and extended 
completion dates, thus defeating the original purpose. 

(e) Engineering and construction contracts, in the case of capital 
projects, are frequently let concurrently, or so close together that 
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there is no opportunity for engineering appraisal of design, scope, and 
costs to precede evaluation of the construction bids. 

2. Defective standards and procedures for the award and adminis- 
tration of contracts: 

(a) ICA has let nearly a billion dollars in contracts without clearly 
formulated standards for their award and administration. 

(b) The almost exclusive use of the CPFF (cost-plus-a-fixed-fee) 
method of contracting by ICA is a departure from the normal Gov- 
ernment procurement practice of soliciting lump-sum bids in con- 
struction contracts. 

(c) The excessive use of the CPFF contract appears in large part 
attributable to the absence of preliminary plans and estimates suffi- 
cient to provide a basis for lump-snm bide by construction contractors. 

(d) Present “third-party” contract procedures, under which ICA 
operates as an “agent” of the host country, are cumbersome and fre- 
quently result in costly delays. 

(e) The present methods by which ICA determines which con- 
tractors will be “invited” to submit proposals or bids are random and 
haphazard in the extreme, lacking in essential fairness and equity. 

(f) The bases for awarding ICA contracts are lacking in clarity 
and standardization. Different offices in the agency employ different, 
and variable criteria. 

(g) Contract documents are insufficiently standardized, particular- 
ly as they relate to benefits for personnel of the contractors. 

(hk) ICA mission engineers exercise only a peripheral role. There 
is virtually no supervision by ICA of either the engineering or con- 
struction contractors. The natural community of interest between 
these contractors is ignored, which opens the door to possible collusion. 

3. Indifference to “conflicts of interest”: 

(a) ICA Manual Order 460.3, designed to prevent conflicts of in- 
terest which might arise out of employment of ICA personnel by 
firms doing business with ICA, has Soni interpreted and applied by 
that agency in a manner which renders it ineffective as a safeguard of 
the Government’s interest in the integrity of its employees. 

(b) Except to provide information requested by this subcommittee, 
ICA has made no investigation of the following situations: 

(1) The former USOM/Thailand Chief of Public Works and 
the highway engineer acted with questionable propriety in dis- 
cussing their prospective employment with the engineering con- 
tractor for the Thailand Northeast Highway while still engaged 
in supervising for ICA that contractor’s performance. 

(2) The president and the project manager of the engineering 
firm for the Thailand Northeast Highway acted improperly in 
discussing future employment by their firm with USOM/Thai- 
land personnel engaged in supervising the performance of their 
contract. 

(3) The engineering firm for the Thailand Northeast High- 
way knowingly accepted from USOM/Thailand personnel 
numerous official documents they had no right to receive. 
USOM/Thailand personnel acted improperly in delivering these 
documents and in passing on to the engineering firm official ICA 
information and inside tips. 

(¢) The USOM director in Thailand, in official correspondence 
with ICA/W, raised a question as to whether the employment of the 

27540—58——2 











4 FOREIGN AID CONSTRUCTION PROJECTS 


former ICA public works officer in Laos by an engineering firm seek- 

ing to do business with ICA constitutes a possible “conflict of interest” 

case, ICA made no investigation of this matter until prompted to 
do so by the subcommittee. 

(d) A member of the Office of Industrial Resources of ICA/W 
which passes on the relative merits of engineers and other potential 
contractors, submitted a résumé of his experience to the principal 
officer of an engineering firm seeking to do business with ICA in the 
expectation that this would help him to obtain non-Government 
employment. 

4. Incompetent supervision of the procurement of construction 
equipment : 

(a) ICA permitted the construction contractor on the Cambodian 
road to purchase about $1 million of used equipment from himself. 
Approval of this unusual procedure was based on the contractor’s as- 
sertions that similar new equipment was not available. As ICA aaa 
have determined by mealies t checking, this was not the case. 

(6) Having approved such a procedure, with its considerable pos- 
sibilities for dealings disadvantageous to the Government, ICA failed 
to exercise even normal prudence in policing the transaction, when 
in fact, common sense called for extradordinary vigilance. As a re- 
sult, the following matters occurred, all contrary to the Government’s 
interest : 

(1) The engineering firm for the Cambodian highway project 
conducted a most cursory and superficial “inspection” of the 
used equipment. Its report to [CA—that the equipment was in 
good condition—relied upon the construction contractor’s 
(seller’s) oral representations. In fact, within a few months 
of arrival in Cambodia, 14 of the 40 pieces of used equipment 
were in the shops for comple te rebuild. 

(2) The construction contractor for the Cambodian highway 
project sold his used equipment to ICA at a price subst: intially 
higher than that at which he had been offering it—unsuccess- 
fully—on the world market for 6 months prev viously. 

(3) The construction contractor for the Cambodian highway 
project ignored ICA requirements to report commissions on the 
sale of his used equipment. Moreover, the persons to whom these 
commissions were paid had rendered no service to the Govern- 
ment. 

(4) Immediately prior to the sale of his used equipment, the 
construction contractor for the Cambodian highway transferred 
it through wholly owned corporate structures, inc luding a newly 
formed Liberian corporation. As a result of this, neither he 
nor his corporations have paid any Federal or State income 
taxes on a profit which appears from his books to have approxi- 
mated $500,000. 

5. Poor coordination between field missions and Washington, and 
among divisions in Washington having responsibility with respect 
to construction projects: 

(a) Offices within ICA/W, sharing responsibility for major con- 
struction projects, are seldom fully cognizant of one another’s actions. 

(b) Field missions are not fully and promptly apprised of ICA/W 
actions, and vice versa. As a result, conflicting policy lines may be 
pursued for considerable periods. Field missions have also had abun- 
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dant occasion to complain of slowness in arriving at decisions by 
ICA/W. 

(c) Delay in reaching decisions seems closely related to the dif- 
fusion of responsibility ‘which exists within ICA/W, typified by the 
extensive reliance upon “committees” for decisions. 

(d) As a result of diffusion of responsibility: 

(1) It is seldom possible to attribute an error to any particu- 
lar person(s). 

(2) Records are scattered throughout numerous offices. 

(3) Coordination of effort is frequently lacking since it is 
no one’s particular responsibility. 

6. Excessive reliance on “political urgency” to excuse deviations 
from sound procedures: 

(a) The alleged justification for initiating projects without ade- 
quate prior planning is almost always “political urgency.” 

(b) The alleged justification for almost any deviation from sound 
procedure is “politic al urgency,” as this subcommittee and the Gen- 
eral Accounting Office have learned on numerous occasions. 

(c) The ICA Deputy Director for Technical Services and his 
deputy exceeded their authority and acted with impropriety when 
they invaded the province of the Department of State and invited the 
Director of USOM/Thailand to develop a “political” basis for justify- 
ing the award of a contract to an engineering firm of the mission 
director’s choice, whose proposal had been eliminated in the normal 
contractual process on the bases of high fees and overall costs. 


RECOMMENDATIONS 
It is recommended: 

That ICA undertake a major review of its policies and procedures 
for the award and administration of contracts to achieve the follow- 
ing objectives : 

(a) Equitable consideration of eligible contractors. 

(6) Clear, commonly accepted standards for selecting a 
contractor. 

(c) Minimum use of the cost-plus-a-fixed-fee contract. 

(dz) Increased standardization of recurrent contractual lan- 
Tus ge. 

(e) Modification of present third-party contract procedures to 
minimize delays and uncertainties. 

That ICA review its methods of procuring construction ma- 
chinery for capital projects, in order to: 

(a) Employ the more economical Government procurement fa- 
cilities to the maximum possible extent. 

(6) Apply strict supervisory safeguards, whenever Govern- 
ment procurement facilities are not utilized. 

(c) Exercise extraordinary care in protecting the Govern- 
ment’s interest, where the purchase of used equipment is 
authorized. 

(zd) Establish and enforce, in the field, a sound policy of equip- 
ment inspection, maintenance, and utilization. 

3. That ICA refrain from proceeding with projects on its own 
initiative in the absence of sound, detailed advance planning. In 
those occasional instances where, at the express direction of the De- 
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artment of State, it may be necessary to commence action on a project 
efore planning is completed, ICA should strive to get the project 
back on a business-like basis at the earliest possible moment after its 
inception, against the possibilities that : 
(a) The scope of the project will be entirely changed from its 
original concept; 
6b) The cost of the project will far exceed initial rough esti- 
mates ; 
(c) The completion time will greatly outdistance initial rough 
estimates; and 
(zd) The strong probability that as a result of one or more of 
the foregoing eventualities, the project undertaken on an “urgent” 
basis will actually be completed less expeditiously than if reason- 
able planning had preceded it. 

4. That the Department of State reexamine all ICA projects or 
nonproject activities alleged to be based on “political urgency,” or 
other policy grounds, in order to determine that in fact the political 
determinations involved represent the considered views of that De- 
partment and not a usurpation by ICA. Such a reexamination should 
consider not only instances in which ICA may have been responsible 
for a unilateral policy decision, but also those in which ICA personnel 
may have been responsible for generating “political” support within 
the host government. 

5. That ICA make certain that periodic “audits” are conducted in 
the field, by competent engineering personnel, to determine the tech- 
nical competence and performance of construction and engineering 
contractors. 

6. That ICA immediately inquire into all instances, including 
those brought to its attention by this subcommittee, of the unauthorized 
passage to private contractors of official documents, communications, 
and information, and take suitable action to discipline offenders and 
prevent recurrence. 

7. That ICA strengthen its program of personnel integrity, to 
avoid “conflicts of interest” and to compel observance of its regula- 
tions relating thereto. 

8. That the General Accounting Office, the Department of Justice, 
and the Interna] Revenue Service review the facts and circumstances 
referred to in this report, and in the subcommittee’s hearings, to de- 
termine if any action by them is required in order to protect the Gov- 
ernment’s interest. 

Scope of investigation 

Since the inception of the mutual security program in 1950, the 
International Cooperation Administration and its predecessors have 
let some 1,200 to 1,300 contracts with private firms and institutions 
in order to obtain various services thought necessary for carrying out 
the program. The services (fees and salaries) obtained through these 
contracts cost approximately a quarter of a billion dollars. The addi- 
tion of material and equipment costs brings the total far above this 
amount, perhaps as high as a billion dollars, 

Organizations in business for profit received about half of the total 
contracts awarded, and the cost of their services constitutes about two- 
thirds of the total dollars expended. 

Many contractors are oe organizations, such as universities, 
voluntary service agencies, foundations, labor organizations, and sci- 
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entific and professional groups. These have not been included in the 
present study, since individual contracts in this category involve rela- 
tively small amounts of money. 

In undertaking a survey of ICA contracting procedures, the In- 
ternational Operations Subcommittee found it necessary to limit its 
field of examination. Since the procedures we have considered are 
standard, however, and were carefully checked in practice against 
selected contracts examined in detail, we believe that our findings 
are generally applicable. 

The subcommittee concentrated on capital projects, costing $1 
million or more, in which ICA is financing both the engineering and 
construction of such major improvements as highways, dams, and 
industrial plants. Since July 1, 1954, the agency has instituted 10 
such projects. The total dollar cost of these was originally estimated 
at $138 million. This figure includes fees, salaries, equipment, mate- 
rials, and all other payments due the contractors; it does not include 
the cost of ICA administration of the projects and contracts, which 
is not separately determined in ICA accounting. 

The subcommittee previously has had occasion to note the applica- 
tion of ICA’s contracting procedures, in the course of inquiries into 
other aspects of United States foreign aid operations. Prior recent 
reports on this subject cover technical assistance in Latin America (H. 
Rept. No. 1985, 84th Cong.), foreign aid operations in Iran (H. Rept. 
No. 10, 85th Cong.), and a review of ICA’s budgetary practices CH. 
Rept. No. 449, 85th Cong.). 

A companion report to the present one, Use of Defense Support 
Funds for Economie and Political Purposes (H. Rept. No. 1374, 85th 
Cong.), was issued in February of this year, and is based in part upon 
the same overseas inspections and inquiries which form much of the 
foundation of the present study. 

This report is teal on extensive inquiry into foreign aid opera- 
tions, including a 4-week field trip to United States foreign aid mis- 
sions in the Philippines, Taiwan, Vietnam, Cambodia, Thailand, 
Pakistan, Iran, Greece, and Spain. In addition, hearings were held 
in Washington on March 24, 26, 27, and 28; April 22; May 5 and 6, and 
June 5 and 6, 1958, to receive testimony from officials of the Interna- 
tional Cooperation Administration and representatives of a number 
of private contractors. 

The evolution of a project 


Following congressional approval of its annual budget, ICA pro- 
ceeds to the finalization of the annual country program for each of 
the several countries receiving aid.t_ As a result of variance between 
appropriations requested and those received, and possibly because of 
changing political or economic circumstances either worldwide or 
in the particular country, the country program to be finalized will 
probably differ in some respects from the one “illustratively” pre- 
sented to the Congress. 

When agreement with the host country has been reached, the agreed- 
upon program will contain some elements which are carryovers and 
continuations of activities begun in prior years, and some elements 


1See H. Rept. No. 449, 85th Cong., Budget Formulation and Presentation Practices of 
the International Cooperation Administration. 








8 FOREIGN AID CONSTRUCTION PROJECTS 


which are appearing for the first time. If these new elements are 
“projects,” they will likely require the services of one or more private 

contractors for activation. A program may also contain nonproject 

elements,? which would not normally involve ICA contracts. 

ICA and host country represent: itives are supposed to agree that a 
particular project is of suilicient merit to outweigh competing uses 
for the available funds, what its scope is to be, and what the relative 
contributions of the United States and foreign governments will be 
to the total cost. 

Steps are then taken within ICA to obligate, or earmark, the funds 
that this project will require. By obligating these funds, they are 
made unavailable for other use, and are protected by ICA from re- 
verting to the Treasury. As other subcommittee reports have de- 
veloped, however, it may be a long time indeed before these funds are 
actually put to use. 

Implementing a project 

According to ICA officials, there are certain steps or procedures 
which should be followed in carrying out a “normal” project. Taking 
a highway project as an ex: ample, they state that the first step. usually 
is the letting of a reconnaissance survey contract to an engineering firm 
to determine the feasibility of proceeding along a suggested route (or 
to suggest a route), to frame a statement of the scope of the work, 
and to estimate the total and component costs. 

When the reconnaissance report is received and studied by ICA and 
the host government, then, if the project still seems feasible, the next 
step is the selection of ane ngineering firm to survey the route, to draw 
up specifications, to design structures such as bridges and overpasses, 
to further refine the scope of work outlined in the reconnaissance and, 
ultimately, to supervise construction. 

With this preliminary planning completed, ICA proceeds to “assist 
the host government” in the selection of a construction contractor, 
who actually builds the road. 

This has the ring of method, order and logic, but unfortunately 
these steps or procedures have not been followed systematically in any 
of the projects examined by the subcommittee in connection with this 
study. 

ae: each case, ICA attempts to excuse all variances from standard- 
ized, businesslike procedures on the ground that those projects are 
not “normal” projects. However, since the projects we have examined 
were selected as representative of the totality, the subcommittee is 
forced to conclude that “normality,” if it exists at all, is the ex- 
ception. 

One of the most serious variations involves the letting of the engi- 
neering and construction contracts concurrently. As a result, the con- 
structor’s scope of work is far from clear at the outset, and his progress 
is dependent upon the ability of the engineer to keep sufficiently 
ahead of him as construction proceeds. This causes not only increased 


costs, but also delays which seriously affect the impact and objectives 
of our aid program. 


2 Project aid involves the financing of specific, tangible proposals such as the construction 
of a dam, of a highway, or of grain storage facilities, the eradication of malaria or some 
other endemic disease, or the bringing of students to the United States for specialized 
training. Nonproject aid is unrelated to any specific project, and in many countries 


constitutes a very substantial part of the aid presrem. In essence, it involves direct 
grants to recipient countries of lump sums of ¢ 
to generate local currency. 


ollars, or commodity imports for resale 
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A further difficulty that frequently arises is this. The reconnais- 
sance contract is usually undertaken by a small team of 2 or 3 engi- 
neers over a brief period of a few weeks. Consequently, the scope of 
work and cost estimates worked up through the reconnaissance are 
not usually very accurate. Generally, the ultimate cost and total time 
spent on the job far exceed the estimates that entered into the initial 
planning, sometimes by 200 to 300 percent. Not only is this disappoint- 
ing to observers, especially the local government, but it means that 
ICA finds itself committed to projects far greater in scope and cost 
than project documents originally indicated. Indeed, the subcom- 
mittee believes that if the scope, cost, and lack of economic justification 
for some of these projects were made known to the Congress before 
funds are appropriated, many of them might be disapproved and 
appropriations correspondingly reduced. 

At any rate, whatever the order in which these acts occur, a project 
of this sort will require three contracts to be signed—a reconnaissance 
contract, an engineering contract, and a construction contract. The 
reconnaissance and engineering contracts are frequently, but not in- 
variably, with the same firm. 

[CA asa party to the contracts 


ICA formally regards itself only as an agent in negotiating these 
contracts, which are entered into by the contractor directly with 
the host government. Actually, however, all the tasks of evaluation 
and negotiation are undertaken by ICA’s Washington office (ICA/W), 
and the host government does not come into the picture to any great 
extent. 

Beyond this, ICA has a much greater share in the carrying out of 
the contract than one might suspect in the absence of an ICA signa- 
ture on the basic contract document. 

This results from the so-called “third-party” contract procedure. 
The contractor is bound to the host government through the basic 
contract. The host government is bound to ICA through a document 
known as a project agreement which is, however, more general in its 
terms than the contract. ICA in turn executes with the contractor a 
letter of understanding, with the knowledge of the host government, 
which in substance gives ICA the same authorities with reference to 
the contractor that the host government possesses by virtue of the 
basic contract. 

The existing procedure in effect gives both ICA and the host govern- 
ment a veto power over the contractor’s activities; their concurrence 
is necessary for amendment. Obtaining such concurrence is often 
cumbersome and time consuming, even on very minor matters. It 
should also be noted that ICA cannot properly absolve itself of respon- 
sibility for administering the contract on the grounds that it was not 
a signatory; the existing three-way procedure makes it a party as 
effectively as if all signed a single document. 

ICA has the greatest strength of any party, since it is in control of 
the purse strings. Reimbursement of costs in local currency is gen- 
erally made upon presentation of vouchers and supporting documents 
by the contractor to the local government. The bulk of the expendi- 
tures in these projects is for American salaries, American equipment, 
and American materials, and is made in dollars and reimbursed in 
dollars. Such expenditures are reimbursed by ICA/W, which main- 
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tains extensive audit machinery to determine whether they are prop- 
erly reimbursable under the contract and the letter of understanding. 
ICA draws further strength from its control over the initial selection 
of contractors. A contractor who, in the opinion of ICA, does poor 
work or makes unreasonable claims for reimbursement, may be dis- 
qualified for future ICA-financed contracts. But, in spite of its con- 
trolling position, ICA on occasion appears to act as a captive of the 
host country. Whether or not this is inevitable, it does little to add to 
our dignity or stature abroad. 


The selection of a contractor 


Since ICA selects the contractor, the methods of selection are of 
crucial importance to anyone seeking this relationship. The meth- 
ods being used do not appear to have been sufficiently developed to 
minimize the possibilities of human error and favoritism. The meth- 
ods of selection are set forth here as explained by ICA. 

In August 1955, in an endeavor to systematize accumulated records 
on potential contractors, ICA hired a management firm to set up 
what is called the uniterm index. Potential contractors who had made 
inquiry of ICA about possible jobs prior to that date were circular- 
ized, and if they wished to be indexed for future consideration were 
invited to submit information about their capabilities, in accordance 
with astandard questionnaire. About 500 replied initially and formed 
the basis of the original index. The number indexed currently is 
about 750. Any contractor who writes in today, and is willing to sup- 
ply the information considered by ICA to be reasonably necessary for 
evaluation, is listed in the index. However, as will be shown, this is 
no assurance that he will ever receive an invitation to bid on a contract 
or submit a proposal. 

Each firm is assigned a serial number for indexing purposes. This 
number is then indexed under one or more uniterms, depending upon 
analysis of the information supplied. “Uniterm” means one of a 
seibie of descriptive headings devised as convenient for breaking 
down these records so that it may readily be determined in what coun- 
tries and geographical areas of the world a firm has operated, what 
prior Government experience it has had, and for what occupational 
specialities the firm is qualified. For example, a firm supplying in- 
formation from which these conclusions might be reached could be in- 
dexed under the headings: “Far East,” “Army” (as having pre- 
viously done work for the Department of the Army), “Engineers” 
(specific), “Hydroelectric Dams” and “Highways.” 

By entering this index in reverse, it is possible to compile a list of 
engineers with highway experience (36 are listed currently), or a sub- 
list, for example, of those with Far East experience. In addition, a 
thorough check requires examination of the brochures of “Engineers 
(general)” (of whom some 50 are listed) comprising those who have 
not indicated specialties, or whose experience is so broad as to make 
specialized listing impracticable. 

In a hypothetical case, building a highway in country X, let us sup- 
pose that the internal planning has proceeded to a point where the 
project has been approved, immediate reconnaissance of the highway 
is contemplated, and the final funding documents have been issued, 
directing the formalization of a contract. 
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Since it is an engineering contract (this would also be true of con- 
struction contracts), the Industrial Engineering Division (IED) of 
ICA is charged with supplying a list of potential contractors to the 
Office of Contract Relations (OCR) for further action, as discussed 
below. 

With the convenient uniterm index available, one would expect IED 
conscientiously to consider each of the approximately 90 engineering 
firms the index turns up. screening this number to a more workable 
size through the application of engineering judgment to the available 
information. In practice, the procedures become whimsical and hap- 
hazard. We were advised that the first names put on the list may be 
those which “simply happen” to occur to the engineer during the list- 
ing. ‘These would be firms which are very well known generally, or 
which are well known to the particular ICA engineer because they 
have dealt with ICA before, or because he has been favorably im- 
pressed by their Washington representatives, substantial numbers of 
whom frequent the halls of ICA. Conversely, an overaggressive 
Washington representative might make a bad impression and destroy 
his firm’s future chances. This is a difficult tightrope to walk. In a 
particular case * studied by the subcommittee, the initial list for con- 
sideration contained only 19 names, although, as noted above, some 90 
names would have been turned up by careful checking of the index. 

It is recognized that, since any firm requesting indexing receives it, 
some would be rejected quickly as not having the capabilities for some 
of these large jobs. However, by advising inquirers that they must 
register if they wish consideration, ICA has given rise to a fair infer- 
ence that registration assures consideration. This is not the case under 
the present practice. 

After starting to compile his list from memory, the engineer turns 
to the index, but only to select a few more names in random fashion 
until he thinks he has a list of “reasonable” length. We have been 
advised by ICA that a consistent effort is made to include on each list 
a few firms that have not been previously considered. It appears, 
however, from ICA records—and these are not complete in this field— 
that some firms have been considered six or more times while others 
have never been considered at all. This is the sort of thing we have in 
mind in referring to the desirability of minimizing human error. It is 
difficult to find justification for an elaborate filing system which is 
ignored in the most important cases—the projects involving the most 
money and responsibility. 

In the case of the highway engineering contract mentioned above, 
the list of 19 was reduced by IED to a list of 8 before it was submitted 
to the Office of Contract Relations. To the extent that this particular 
weeding may have been done on the basis of the best engineering 
judgment available to IED, we take no exception to it. Factual judg- 
ment as to relative capabilities is the precise function of the Division, 
and serves to facilitate the work of contract office. Subjecting hopeful 
contractors to a type of Russian roulette played with the index, how- 
ever. does not seem in accordance with the Division’s proper function. 

Occasion has arisen, in this particular case, to question the validity 
of IED’s judgment. Of the 11 eliminated from the original list of 
19, 2 were restored to consideration after they had “protested” to cer- 








* Bangkok-Saraburi Highway, Thailand. 
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tain agency officials. It would appear from this either that the original 
engineering judgment to eliminate was hasty and without basis, or 
that the agency is overprone to respond to pressure. 

Two other firms which were added to the list after they had “pro- 
tested” had not even been considered when the original list was pre- 
pared. From their subsequent inclusion, we can assume they were 
qualified and competent but had missed consideration simply because 
of the highly random methods of making selections.* 


The contract award 


When the Office of Contract Relations receives the list of prospec- 
tive contractors from the Industrial Engineering Division, it becomes 
a mailing list of those to whom invitations for proposals will be 
sent.° 

Usually, about 4 out of 5 of the recipients of invitations will submit 
bids or proposals. The contract office prepares a “spread sheet” com- 
paring the salient features—especially cost features—of the bids or 
proposals received. This analysis may indicate, for example, that a 
proposal which seems low really is not, because the potential con- 
tractor has overlooked some significant item of cost that the others 
have considered. In addition, IED studies each proposal from the 
technical viewpoint. Does this proposer understand what the job is 
all about? Is his proposal responsive to the invitation? Is he assign- 
ing competent people to it ? 

The actual contract award is determined by a committee convened 
for the purpose and chaired by the Office of Contract Relations repre- 
sentative. Its members include representatives of the engineering, 
legal, and audit offices, the country desk of ICA/W, and often a rep- 
resentative of the host government. The latter is generally kept ap- 
prised of the progress of negotiations and supplied with copies of all 
proposals submitted. Weighing various factors, the committee makes 
the award. Unfortunately, however, the weight given these factors 
does not necessarily remain constant from day to day. This results 
in fluctuating standards which prevent the establishment of any uni- 
form basis for contract awards. Not only does this leave prospective 
contractors in a state of considerable confusion, it opens the door to 
the possible injection of outside pressures and personal bias in making 
the award. 

For example, the practice has been followed of “amending” an ex- 
isting contract in lieu of awarding a new one, even where the exten- 
sion in scope is so great as to constitute, for all practical purposes, a 
new project. A contractor who gets his foot in the door with a small 
contract in a country has the opportunity, through “amendments,” to 
build this into a rather sizable business. Being on the ground, he 
has an opportunity denied to his competitors to develop the support 
of the IGA mission and the local government. His actual familiarity 
with local problems is, of course, a real asset. However, the expected 
cost savings of using, for additional work, personnel already on the 
ground, cannot always be demonstrated and, conversely, the record 
shows evidence that savings which should be available to the con- 
tractor may not be passed along to ICA. 





It is interesting to note, in passing, that 3 of the 4 submitted the 3 lowest proposals 
received for this contract. 

6 Engineers, as professionals. refuse to submit “bids.” ‘To the layman, “proposals” may 
seem the same horse in a different shade. Constructors, and other nonprofessional, 
would-be contractors, submit bids. 
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If unanimity is not achieved in the contract awards committee, a 
dissenting office may take the decision on appeal to a higher manage- 
ment level. Apparently, this has rarely happened. 

In order to understand the basic policy which governs the award 
of a contract, it is necessary to consider the background against which 
the bid or proposal is generally made. Because of the lack of prior 
planning, ICA has, for the most part, only a general idea what it wants 
to accomplish. Seldom, if ever, are prospective contractors given suf- 
ficient basic data on which to make any realistic estimate of the cost 
of the project. As a result, the so-called cost-plus-a-fixed-fee bids or 
proposals are invited. 

Theoretically, these should contain one stable element, a fixed fee. 
In evaluating proposals on the basis of cost, ICA seems generally to 
assume that the actual reimbursable costs will remain fairly constant 
whoever does the work, so that individual cost estimates are largely 
disregarded. In comparing proposals to determine the lowest cost, 
then, the usual criterion is lowest fee. Generally accepted business 
practices require that a contractor’s fee bear a direct relationship to 
the total cost of the project. As costs increase, fee increases. There- 
fore, where because of the lack of adequate prior planning the true 
scope and cost of the work are not accurately known until after the 
contract is let, increases in these factors will result in an upward 
revision of the contractor’s fee. This can result in a situation under 
which the “lowest fee” proposer actually receives, by the time the job 
is done, a fee higher than was originally proposed by a firm which had 
estimated costs more realistically. 

The number of proposals invited and received usually ranges be- 
tween 5 and 10. Occasionally, a “waiver of comparable proposals” 
will be granted. When this happens, it becomes possible to approach 
a single contractor for negotation, without canvassing alternates, 
Such a “waiver” may be granted by the Office of Contract Relations 
or the Deputy Director for Technical Services (subject to concurrence 
by the General Counsel and Controller) or by the Director. 


How good is ICA precontract procedure? 


We have already pointed out what appears to be a lack of essential 
equity and fairness in drawing up the list of those to whom invitations 
for proposals will be sent. We might further comment that it was 
most dificuit to determine what “standard” procedures are, since each 
contract examined seems to have been the subject of one or more “ex- 
ceptions.” Good practice would require that an office handling busi- 
ness of this magnitude would have written up its procedures and made 
them available to all members of the office, to assure some continuity 
of treatment. After all these years of operation, a “contract manual” 
is just now in course of preparation by ICA, but it is not currently 
available either for guidance or criticism. 

A lack of standardization is also apparent in the contracts them- 
selves. Obviously, it has not been feasible to compare provisions of 
large numbers of contracts. From those examined, however, it ap- 
pears that inexplicable deviations are allowed in the way of benefits to 
contractors and their personnel. For example, in one instance the 
constructor’s personnel were furnished their food without charge, 
while the engineer’s personnel living at the same locations had to pay 
for their food. This arose from differing interpretations of differ- 
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ently worded contract provisions. The difficulty was eventually set- 
tled on a uniform basis, but it need not have arisen. 

On occasion, contracts have suffered from serious omissions. In one 
instance, neither the engineer’s nor the constructor’s contract placed 
the responsibility for core drilling. This is essential to preliminary 
soil testing, before bridges can be designed. Even more serious than 
the initial omission, perhaps, is the fact that it took several months 
to resolve this matter. It appears in this particular case that the de- 
lay can be attributed to unwillingness of the local ICA mission direc- 
tor to use his own limited contracting authority to procure the service. 
The shocking point in this, to the subcommittee, is that no one in ICA 
seemed very concerned that this should have occurred. There is some- 
times a laxity, in handling these difficulties that crop up, that does the 
agency no credit. 

The Office of Contract Relations has been established only about 
a year and a half. It was created in an effort to centralize contract 
formulation authority. The contracts examined with greatest care 
by the subcommittee straddle this date of establishment. We can find 
no significant differences in practical effect. 

Poor internal coordination within ICA 
At this point, the subcommittee believes it appropriate to comment 
upon a problem within ICA which not only seems to complicate the 

sarrying out of its administrative responsibilities, but has frequently 
resulted in impeding the subcommittee’s inquiries. This is the prob- 
lem embraced within the phrase “poor internal coordination.” 

Not only is coordination poor between ICA/Washington and its 
field missions, but within ICA/W itself the same deficiency is present. 
Offices sharing responsibility for major construction projects, for 
exumple, are not alwa Lys fully cognizant of each other's actions. 

In a letter to the Deputy Director for Technical Services from the 
Director of USOM/Thailand (discussed in more detail subsequently in 
another context), reference is made to “the abysmal lack of communi- 

cation between ICA/W and Bangkok, a matter you will remember all 
mission directors at the Tokyo conference felt very keenly about.” 

During its visit to USOM’s ov erseas, the subcommittee was told on 
more than one occ: sion, concerning some pending problem, that the 
mission was prepared to accept any solution, just so long as ICA/W 
actually provided a solution and ceased inaction. 

The delay in reaching solutions, frequently remarked by us in sur- 
veying the lengthy process involved in the award of contracts in major 
construction projects, is apparently increased by the broad diffusion 
of responsibility among ICA component elements. The committee 
system is worked to death. The fulfillment of responsibilities for 
coordination does not mean that decisions have to be made by a group. 

Frequently, the subcommittee has been unable to determine that any 
individual was responsible for a particular action. At various stages 
in the decision-making process, the consensus of a meeting is cited 
as the basis for proceeding to the next step. When individual respon- 
sibility can be avoided through this device, it is difficult to fix blame 
or correct inadequacies. 

related to this diffusion of responsibility is a scattering of infor- 
mation. Frequently the subcommittee has had the experience of 
receiving from one office of the agency what purported to be “a full 
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record,” only to find later that a vital element of the record reposed 
in some other office, allegedly unknown to the first. This lack of 
centralized recordkeeping reflects the lack of centralized responsibil- 
ity and authority. 

In the field of construction contracts, with which this report is 
primarily concerned, there is no single office which has complete, or 
even overriding, responsibility for coordinating the administration 
of a project or contract. Each of the man offices is relied upon to 
initiate coordination whenever it seems to be indicated. Because of 
this, coordination frequently just does not get done. 


Contract administration 


It may be that centralization of authority and responsibility is 
required not only in the formulation of contracts, but also in their 
administration, and that only in this way can real improvement be 
attained. After a contract is signed, its administration becomes the 
responsibility of the ICA mission in ‘the field. This mission reports, 
of course, to ICA/W, but, unless amendment or other formal action 
is requested of the Office of Contract Relations, that Office loses all 
touch with the contract. A suitable remedy is difficult to recommend, 
since clearly the field personnel are the only ones in direct contact 
with the project as it develops. It appears that mission directors and 
their subordinates develop on occasion a community of interest with 
“their” contractors. This is not surprising, since the reputations of 
ICA personnel and the contractors ‘operating in their areas are neces- 
sarily interwoven. It might be wise, however, if some central office 
in the agency, such as the Office of C ontract Relations, had an overall 
review authority over contract administration, in order to assure 
maximum uniformity of treatment and maximum objectivity in 
dealing with contractors. 


Major capital projects 


It was mentioned earlier that ICA has initiated in the last 4 years 
some 10 capital projects—those in which ICA is financing both the 
engineering and construction—each involving $1 million or more. 
The subcommittee obtained from ICA detailed information on these 
projects, from analysis of which it is possible to reach certain con- 
clusions of fact. 

The total dollar cost of the 10 projects, as originally estimated by 
ICA at their inception, was projected to be $138 million. Most of 
these estimates have since been revised upward; in some cases, dollar 
expenditures to date have already exceeded the original estimate of 
total cost. It appears, from examining most recent data, that the 
final cost of these 10 projects will far exceed the initial estimates, and 
will lie somewhere bet ween $160 million and $200 million. 

The preceding figures refer only to dollar costs and do not include 
the expenditure of local currencies used for local material costs and 
the payment of local labor. Such currencies are in part provided by 
the recipient governments, but in large part derive from counterpart 
funds resulting fom ICA-financed commodity import programs. 

Part of the increase in costs results from increased scope, but the 
bulk represents merely poor planning and insufficient care in initial 
estimates. Increased scope is itself frequently a product of poor 
planning. Contributing also to the increase in costs is extension of 
construction time, a fr equent occurrence. 
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In these 10 projects, delays from initially estimated completion 
dates, as indicated by the agency’s current ‘acceptance of new esti- 
mated completion dates, approximate a year for each project. Three 
of the ten are approximately on time. Delays for the balance run 
from 4 to 24 months. Not only does such delay increase costs, it is 
also incompatible with the plea of urgency so often made by the 
agency as an excuse for sloppiness in preliminary procedures. For 
example, one-third of the contracts let on these 10 projects were 

negotiated with a single contractor under a waiver of the “compa- 
rable proposals” (bidding) procedure discussed earlier. The invari- 
able reason given for each waiver was “political urgency,” generally 
with some reference to the Communist menace. 

The urgency argument is particularly interesting when it is com- 
pared with certain aspects of ICA’s actual performance in the award- 
ing of contracts to get the work underway. The average time 
elapsed between approval of the project and the letting of a contract 
for construction is well over a year. Some contractors get into actual 
operation a bit sooner under what is called a letter of intent, which 
is a sort of contract-to-make-a-contract; even this procedure, however, 
does not substantially decrease the delay. 

Now if this delay were put to good use—such as getting the engineer 
on the job to do a little preliminary planning and estimating—one 
could understand it, and perhaps even find it compatible with the un- 
derlying urgency expressed. This, however, is not the usual case. 
Typically, the engineer arrives in the field at about the same time as 
the construction contractor. In at least five cases, the engineering and 
construction contracts were signed the same day. (Four of these were 
so-called turnkey contracts, in 1 which the engineering and construction 
were done by the same firm. Such an arrangement also results in sub- 
stantial deficiencies in supervision. ) 

In sum, the agency’s present contracting procedures, at least as they 
have been operated in the case of these capital projects, have resulted in 
sloppy administration, increased costs, and unnecessary delay—these 
all in the name of “urgency.” 

There follow “case histories” of three highway construction projects 
financed by ICA in southeast Asia—in the countries of Cambodia, 
Thailand, and Vietnam. The initial total dollar estimate for these 
3 projects was $62 million. Being of the same type, they provide some 
basis for comparability. Their detailed study casts much light on the 
significance of ICA’s procedures for letting and administering con- 
tracts, and the deficiencies of such procedures. 


Cambodia Port Highway 


Cambodia is 1 of the 3 new states formed of what used to be French 
Indochina (the other 2 are Laos and Vietnam). Formerly part of a 
single economic unit, it now must develop domestic industry and for- 
eign trade on its own account. Cambodia had no deep-water seaport, 
and its imports and exports generally passed through Saigon (Viet- 
nam) or, to a lesser extent, Bangkok (Thailand). An adequate seaport 
and a highway from this port to the capital, and only major city, 
Phnompenh, constituted a political and economic aspiration of the new 
Cambodian Government. At the time the United States Government 
decided to participate in the financing of such a venture, there were 
also strategic considerations. Laos, to the north, and Vietnam, to the 
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south and east, were heavily infiltrated with Communist guerrilla 
forces. Ifa situation arose, as it might have, in which the defense of 
Cambodia required logistic support independent of its neighbors, the 
port-highway complex could have become a military asset. 

The French had agreed to construct the port facility, in the vicinity 
of a coastal area called Kompong Som, oad ICA undertook to finance 
a modern highway from the port to the capital. 

The initial reconnaissance survey for this project was formally ap- 
proved March 3, 1955, and was conducted shortly thereafter by Brown 
& Blauvelt, an American engineering firm. Two existing roads, Nos. 
8 and 4, served this general area. The new highway follows generally 
the course of No. 4. 

The mission director in Cambodia, Alvin E. Roseman, was asked his 
views as to whether economic justification existed for constructing 
this expensive highway. Hestated: 


The principal justification was a political justification. 
* * * T would not justify nen parent basically as an economic 
proposal. If you asked me if I would spend $25 million of 
the taxpayers’ money solely on this economic ground, I would 
say “No.” 

As is usual in these cases, ICA, acting as an agent of the Government 
of Cambodia, actually made the selection of the American engineer 
and construction contractor to build the road. The engineer selected 
was Michael Baker, Jr., Inc.; the construction contractor was A. L. 
Dougherty Overseas, Inc. The Dougherty firm was also selected by 
ICA to procure the construction machinery to be used on the job. 

Michael Baker, Jr., Inc., was placed ender contract on December 31, 
1955. It was not until the spring of 1957, however, that the work really 
got under way. Although Dougherty’s first personnel arrived in 
October 1956, the first several months were devoted to setting up 
housekeeping and clearing a way through the jungle so that the equip- 
ment offloaded on the beach could be brought into use. Baker person- 
nel commenced to arrive in February 1956. Dougherty found cause, 
however, to complain a year later that the engineer was not keeping 
design and survey work sufficiently ahead of the construction to permit 
proper planning of his use of men and equipment. 

All of the equipment was procured by Dougherty, with ICA funds, 
and about a million dollars of the total was spent for used earth- 
moving machinery owned by Dougherty, which he purchased from 
himself as ICA’s agent. This sale was with ICA’s consent, but based 
upon certain inaccurate representations. Dougherty advised ICA 
that no new, similar equipment was available, which was not factual. 
He sold the equipment to ICA at a price higher than he had been 
offering it to other sellers. He paid unreported commissions on the 
sale, contrary to ICA requirements. In making the sale, he trans- 
ferred the equipment, without ICA knowledge, through wholly owned 
corporate structures, including a Liberian corporation created just 
for this project. This had the effect of avoiding the imposition of 
Federal and State income taxes on a profit which appears from 
Dougherty’s books to have approximated $500,000. 

Donald Graham, a vice president of Michael Baker, Jr., Inc., who 
“inspected” this equipment on behalf of ICA, admitted to the subcom- 
mittee, »fter lengthy interrogation, that his inspection had been per- 











18 FOREIGN AID CONSTRUCTION PROJECTS 


functory and superficial, and that his conclusions as to the condition 
of the equipment had been based primarily upon Mr. Dougherty’s 
representations. 

Although the used machinery was “guaranteed” for 90 days from 
the date of its delivery in Cambodia, “the subcommittee found that 
this guarantee was apparently of little or no value. There is no rec- 
ord of its having been invoked.° 

Against the ‘advice of the engineer, Dougherty caused this used 
equipment to be offloaded on a “desolate strip of beach, surrounded 
by jungle, and with no access road to the construction area. Since it 
took approximately 3 months to cut an access road, most of the equip- 
ment sat idle, rusting on the beach, while the guarantee period ex- 
pired. 

In the opinion of the engineer, the constructor’s insistence on off- 
loading at this point contributed substantially to the overall delay 
on the job. 

Not Dougherty, nor the engineer, nor the ICA mission in Cambodia 
bothered to y keep maintenance records until after the subcommittee had 
raised the issue. It is difficult therefore to determine just how much 
of the theoretically available equipment was actually usable at any 
given time. The first maintenance report, compiled approximately 6 
months after the machinery was landed, shows that in the period from 
June to November 1957, some twenty-odd pieces of equipment were 
“deadlined” for repairs, for periods ranging from a few days to sev- 
eral months. Although inadequacy of the record prevents analysis 
with absolute certainty, it appears that at least 14 pieces of this equip- 
ment were from Dougherty’ s self-purchase package of used equip- 
ment—most of these were in the shop for complete rebuild. No spe- 
cial comment seems necessary to underline the significance of repairs 
of this extent being required on equipment supposedly in “excellent 
condition” after, in some cases, only 2 to 3 months of use. 

The details of this equipment transaction, which included many 
questionable elements, are presented. in the supplement, commencing 
on page 35. 

Misleading progress reports 

<xamination of monthly progress reports submitted by both the 
construction contractor and the engineer illuminates some inconsist- 
encies in factual reporting. These ‘reports continually show progress 
in excess of scheduled estimates. The constructor’s report, as of Sep- 
tember 25, 1957, showed the w ork 35 percent completed, exactly on 
the overall estimated schedule. Half of this percentage, however, 
represented “mobilization” (getting men to the area, securing quar- 
ters, establishing mess facilities, etc.), estimated to be 20 percent of 
the entire project. 

Subsequently, the completion date was extended, at the construc- 
tor’s request, from October 1958 to May 1959, which is clearly not 
consistent with the monthly statements that the construction progress 
was either ahead of or on schedule. 

Earlier, in May 1957, the constructor’s request for an extension of 
the completion date had been denied by the USOM Public Works 


Dougherty would have had to invoke the guarantee against himself, since neither the 
ICA mission nor the engineer concerned themselves with the condition of the equipment, 
or even whether it had arrived, until after inquiries were made by the subcommittee. 
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Chieti, Sultan Cohen, whose report credits the contractor with a good 
job of mobilization and early prosecution of the project, but accuses 
him of exaggerating job problems. It is to be noted that the construc- 
tion was reported proceeding on schedule by the contractor even after 
this earlier request for extension of the completion date had been made 


and denied. 
Project costs 


The original Brown and Blauvelt reconnaissance survey estimated 
the cost of the port highway at $15 million, inclusive of engineering 
and construction. Dougherty’s initial estimate of the construction 
cost, at the time he submitted the proposal which resulted in his receiv- 
ing the construction contract, was $13,110,200 in dollars, and Riels 
67,330,000 in local currency.’ The construction contract was finally 
negotiated at $15 million and Riels 67 million. By the end of fiscal 
year 1957, these earlier estimates had already proved to be inadequate 
and obligations then totaled $16,543,000, plus Riels 70 million. During 
fiscal year 1958, an additional $6,110,000, plus an additional Riels 
128 million, were obligated to the project. At the present time, there- 
fore, a total of $22,600,000 for dollar costs and the equivalent of 
$5,650,000 for local currency costs have been obligated to the overall 
project, including engineering as well as construction. 

On September 23, 1957, Dougherty formally submitted revised esti- 
mates of construction costs, including costs of procurement of all 
equipment and materials, totaling approximately $25 million, com- 
prising $19.7 million in dollars and $5.3 million equivalent of local 
currency costs. On January 27, 1958, Dougherty’s construction con- 
tract was amended, increasing the authorized dollar amount to $18,- 
758,000 and the local currency amount to the equivalent of $5,275,000. 
The agency is presently reviewing, but has not accepted, a more recent 
cost estimate, dated April 1, 1958, in which Dougherty has proposed 
an overall construction cost of $33 million. Dougherty’s fee is cur- 
rently set at $525,000, Baker’s at $50,000. Dougherty’s most recent 
revised estimate suggests that the fee be raised to over $1 million. 


Reasons for delays 


This project will take longer to complete than originally contem- 
plated, and the total cost will substantially exceed the original esti- 
mates. Why? 

In part, the extra cost results from the extra time required. The 
engineer and ICA personnel have remarked, in the course of the project, 
upon the constructor’s inexperience in overall highway construction 
as a factor contributing to delay. His prior background was stated 
to have been as an earth-mover; earth-moving is only a portion of 
highway construction. The delay may also be attributed in part to 
inadequate equipment, improperly maintained and utilized. 

As much at fault as the constructor for any delays, however, are the 
engineer and ICA. This program displays an almost complete ab- 
sence of thorough advance planning. When challenged on this point, 
ICA cites political and military urgency as the reason for proceeding 
soabruptly. This argument is self-defeating in this instance, however. 
The possibility that Cambodia might be denied the use of the port of 
Saigon, a real and present danger at one time, issono longer. If such 


735 Riels=$1. 
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a situation had arisen at any time during the last 2 years, moreover, 
this road would have been of no use. Until it is completed, it adds 
substantially nothing to the Cambodian transportation system. The 
port it is to serve is still incomplete. 

More to the point, perhaps, in evaluating the “urgency,” is the ex- 
tension of completion date already granted—and there is no assurance 
that even this extended date is firm. One might suggest that more 
thorough planning before construction commenced could well have 
resulted in a completed road much sooner than is possible by these hit- 
and-miss methods, 

In addition to the delays resulting from poor planning, and the 
additional costs accruing thereby, the planning lack may be charged 
directly as the reason original estimated cost and present actual cost 
are so far apart. When the first shovelful of dirt was turned on the 
road, nobody really knew how much the road was going to cost. It 
was not even known with any precision just where the road was going, 
and some changes in route during the course of construction have 

preciably increased the difficulty 
of construction. 

The original Brown and Blauvelt reconnaissance report occupied 
three men in the country for only 3 weeks, with the final report being 
drafted over a similar period back in the United States. Little time 
or opportunity was provided for adequate planning and careful 
estimates. 


Supervision of constructor by engineer 
Under ICA’s supervisory policy, the job of supervising the construc- 
tor is vested wholly in the contract engineer, with ICA’s own mission 


engineers exercising only a peripheral role. 

This system of operation is explained by ICA on the basis of per- 
sonnel shortages in their staffing patterns. It is difficult to attract and 
retain well-qualified engineers on Government salaries, when they can 

make half again or twice as much with private firms. This is a valid 
concern, and we are sympathetic to it. One would expect, however, 
that the engineers who are on the staffs of the USOM’s would be used 
to a greater extent to “audit” the activities of the contract engineers. 
One would expect that mission personnel would, from time to time and 
without notice, suddenly appear at the pouring of a bridge, or the 
laying of pavement or base course, or the breaking of concrete test 
cylinders, to check the engineer’s performance of his assigned tasks. 
Actually, this sort of activity is rare. 

In one country, the mission engineer charged with the responsibility 
of supervising a highway construction job advised the subcommittee 
that he did not visit the job more frequently than about once every 
3 weeks, and that he never engaged in any of the double-checking 
operations suggested. 

In Cambodia, examination of the engineer’s correspondence files 
demonstrated the existence of a “gentlemen’s agreement” between con- 
structor and engineer. Under this agreement, maximum effort was to 
be made to settle differences orally, without committing them to writing 
where they would become available to ICA. Obviously, this makes 
ICA’s task of checking more difficult. 

It is not surprising—nor is this the only instance—that there should 
be a certain community of interest between engineer and constructor. 
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Too much evidence of an inability to get along together may make them 
less favored for future contracts. A “smooth” operation is generally 
congenial to all concerned. 

The epitome of community of interest can be found in so-called 
turnkey projects in other areas, where the constructor and engineer 
are the same firm, or where they are joined together in a joint venture. 
Even under circumstances such as prevailed in Cambodia, however, 
where the firms were separate and had no joint financial interest, one 
might question the wisdom of ICA’s supervisory policy. The inter- 
ests of harmony seem frequently to have outweighed the necessities of 
doing the most competent possible job. 

The subcommittee has not been able to examine in minute detail the 
adequacy of supervision exercised in this case by the contract engineer 
over the constructor. We have examined most carefully, however, as 
detailed in the supplement, into the engineer’s part in the procurement 
of equipment. The engineer did not concern himself with equipment 
specifications, nor did ICA chide him about this, despite the fact that 
the contract called for his approval of the specifications before the 
constructor undertook procurement. The engineer’s inspection of 
Dougherty’s used equipment was a farce. Mr. Graham, of the Baker 
firm, who conducted the inspection, testified as follows: 


Mr. Reppan. Then we're finally getting around to it. You 
accepted Dougherty’s word for the condition of the equip- 
ment ¢ 

Mr. Granam. Yes, sir. 

Mr. Harpy. Well, there wasn’t any use in Uncle Sam ask- 
ing you to inspect it at all then, was there / 


Mr. Grauam. Probably not. 


Northeast highway—T hailand 


Thailand is located in the geographical center of the Southeast 
Asian peninsula. It is bordered on the west by Burma, on the north 
and east by Laos, and on the south by Cambodia and the Gulf of Siam. 
Its capital, seaport, and major city, Bangkok, is located in the south 
central portion of the country, at the northern tip of the Gulf of Siam. 

The northeast plateau comprises about one-quarter of the area of 
the country. An existing road, of limited quality and capacity, ran 
from Bangkok north to Saraburi, then east-northeast by a circuitous 
route to Korat and from there north across the plateau to the Mekong 
River along the Laotian border. <A ferry at the road terminus pro- 
vides communication with Vientiane, the capital city of Laos. 

The northeast section of Thailand has been in the past relatively 
isolated from the central Government in Bangkok. Its dependence 
upon a one-crop economy has made it unusually vulnerable to 
droughts and crop failures, resulting in an area that is economically 
depressed. It contains one-third of the total Thai population of 
24 million. Geographically, it is exposed to the possibility of harass- 
ment by Communist elements from the north. 

According to ICA, there were several factors considered in making 
the decision that United States funds should be used to finance the 
northeast highway : 

1. Provision of a military supply route in the event of hostili- 
ties in the northeast. 
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. Facilitation of internal security operations. 
. Fostering economic development of the area. 
. Aiding in diversification of agriculture in the northeast. 
. Stimulation of increased trade between the northeast and 
Bangkok. 
6. Increasing cultural interchange and closer political bonds 
between the northeast and other parts of Thailand. 

Initially, Thai estimates for a 200-mile, all-weather, two-lane high- 
way running Saraburi-Korat-Ban Phai, approximately along the 
right-of-way of the existing road, came to $7.5 million. A subsequent 
reconnaissance survey increased this estimate to $22 million, as a re- 
sult of which it was decided to build only the first 100-mile stretch, 
Saraburi to Korat. This first half alone is now expected to cost 
$21.4 million before it is completed later this year. The original 
target date for completion of this first section was December 1956. 
It is now thought that it will be completed about July 1958. 

To better connect this highway with Bangkok, the rehabilitation of 
the highway from Saraburi to Bangkok also is planned to be financed 
by ICA. At this time, ICA is in process of selecting an engineer for 
this section of the road. 

Bidding procedure in selection of constructor and engineer for the 
Saraburi-Korat section was waived by the then Director, Harold E. 
Stassen, because of what ICA refers to as “urgency in relation to the 
strategic situation in southeast Asia.” In fact, Director Stassen 
personally selected the engineer, Sverdrup & Parcel Engineering Co., 
and the construction contractor, Raymond Construction Corp. De- 
spite this “urgency,” the engineering contract was not let until May 5, 
1955, and the construction contract until June 3, 1955. This was a 
full year after the original, “urgent” decision to finance the highway. 

The procurement of construction equipment by Raymond had been 
authorized by an earlier, partial contract on January 19, 1955. If 
this “urgency” were real, the engineer should have been placed on 
contract at the same time and set to his preliminary work of survey 
and design. It was in August 1954, some 6 months earlier, that Di- 
rector Stassen had selected both engineer and constructor. 

Change in specifications 

Initially, the road surface and bridges were to be designed for a 
wheel ‘loading of 12,000 to 16,000 pounds (H-20 loadings) in order, 
it was said, to provide a proper bearing surface for military traffic. 
Subsequently, after a portion of the road had been desig to this 
requirement, it was found to be excessive. Military vehicles now in 
Thailand, or foreseen for Thai use, will not require a wheel loadin 
in excess of 8,000 pounds. The requirement has now been reduce 
to this latter figure, with the concurrence of the military. 


Or H® © dO 


Quality of contractors’ performance 

This subcommittee has not attempted to evaluate technically the 
engineering and construction practices on this road. However, ex- 
tensive testimony was received from several former employees of the 
engineer that there were substantial deficiencies in the constructor’s 
performance. Substantial differences of opinion as to the quality of 
this performance apparently existed among key people on the engi- 
neer’s staff. It was also testified that Sverdrug & Parcel’s field chief 


’ 
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John McGavock, showed a strong disinclination to support his sub- 
ordinates in controversies with the construction contractor, Raymond 
Construction Corp. 

The engineer does not appear to have been very critical, at any time, 
of the constructor’s performance. A typical view is that expereeod by 
G. Wood Smith, vice president of S. & P., in a letter of February 16, 
1956, to Stephen Gulledge (an engineer who had formerly been em- 
ployed as S. & P.’s number three man in Thailand) : 


I have your undated letter and can’t say I was particularly 
happy to get it. Your comment that the ICA people there 
regard the } project as a sour job is certainly startling. Copies 
of correspondence between ICA and S. & P. Engineering, 
which have been forwarded to us here, together with all that 
we hear through channels in Washington, have not indicated 
in any way that this is being regarded as a sour job. In fact, 
quite to the contrary, there has been considerable evidence 
that it was regarded as being quite satisfactory. 


Assuming that this quoted portion accurately expresses Mr. Smith’s 
sentiments, he must have been quite surprised to receive, on April 9, 
1956, from Project Manager John McGavock, a letter which stated : 


Present indications are that the construction of the North- 
east Highway as such will be discontinued at Korat. The 
ICA tell me that the Thai Government is unhappy with 
Raymond and I gather that it is quite likely that the North- 
east Highway will go no further as such but will be picked 
up as an expanded aid project later on and probably carried 
to Nong Khai on the Mekong River, as they are already talk- 

ing of building the bridges in the Korat-Nong Khai Road as 
p art of the above-mentioned expanded aid program. 

As I see it, all of this means that they are endeavoring to 
shove Raymond out after the completion of the Korat Road, 
bringing in a second contractor to work down south and when 
Raymond has completed their work, move this second con- 
tractor into Northeast Highway work under the disguise of 
expanded aid. As they intend, apparently, that we shall do 
the engineering for both the Northeast Highway and ex- 
panded aid, I do not see where it will make much difference 
tous. My one ambition in this regard is to survive Raymond, 
and you can see that expanded aid is assuming increased 
importance to us, 


Not only does the foregoing comment indicate an awareness by the 
engineer of deficiencies in the contractor’s performance; it also indi- 
cates, on the part of McGavock at least, a complete indifference to 


this situation so long as it does not adversely affect the fortunes of 
S.&P 
WW. . 


Bangkok-Saraburi Highway 


Conflict of interest and the development of political justifications.— 
In Thailand, objective supervision of Sverdrup & Parcel was compli- 
cated by the personal economic consideration of two members of the 
USOM staff. The Public Works Chief of USOM/Thailand, Thomas 
Hill, and one of his subordinate engineers, Herluf Larsen, were both 
desirous of future employment by S. & P. 
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Hill had overall responsibility for all construction projects in 
Thailand and was responsible for holding S. & P. to proper perform- 
ance of its contract. Larsen was charged with specific responsibility 
for supervising the Northeast Highway. Hill was hired by S. & P. on 
July 1, 1957, immediately upon his leaving ICA. The exact date on 
which Hill became interested in employment by S. & P. is unknown 
to the subcommittee; however, it is apparent that this situation devel- 
oped sufficiently in advance of his leaving ICA employ to raise a 
serious question as to the objectivity of his supervision of S. & P. 

Larsen applied for a job with S. & P. in January 1957 and continued 
to supervise the performance of that firm until October 1957. After 
leaving ICA, at or about that time, Larsen was offered a job by 
S. & P. but refused it for reasons of health. Larsen had been invited 
to submit his application by the firm’s president, General Sverdrup, 
while they were both attending a meeting held in ICA/Washington, 
the purpose of which was to consider the selection of an engineer for 
the Bangkok-Saraburi highway. S. & P. was interested in obtaining 
this contract. 

Larsen appeared before the subcommittee, and the following 
colloquy took place: 





Mr. Harpy. You don’t see any impropriety in negotiating 
with Sverdrup & Parcel for employment during the period of 
8 or 9 months when you are still supervising their perform- 
ance ¢ 

Mr. Larsen. Not when ICA informed me my position is 
being abolished. Certainly I am going to look out after my- 
self. I want to make certain I have a job when my employ- 
ment is terminated with ICA. 


The subcommittee is conscious of the problems of reemployment. 
Sympathetic inclinations, however, should not be permitted to cloud 
the basic issue, which is the propriety of an employee of the Govern- 
ment seeking employment from a source his official duties require him 
to regulate. 

Hill and Larsen both recommended that the contract for the Bang- 
kok-Saraburi road be awarded to Sverdrup & Parcel, without the for- 
mality of seeking competitive proposals from other firms. ICA/Wash- 
ington rejected this recommendation, and the contract has not yet been 
awarded, although proposals have been requested and received. Hill 
participated in discussions in Washington, supporting his own recom- 
mendation, even after he had advised ICA that he was considering the 
possibility of leaving ICA and joining the Sverdrup firm. 

ICA’s Office of Personnel Security and Integrity (PSI) was advised 
by Hill of the possibility of his employment by Sverdrup & Parcel. 
PSI referred the matter to the General Counsel’s Office for action. 
That Office, without ordering any investigation, ruled on the basis of 
Hill’s statement alone, that no conflict of interest was presented, because 
Hill, if he did go with the engineering firm, would not be going back to 
the same project. It is difficult to reconcile this decision with the lim- 
ited facts revealed by Hill. It is impossible to reconcile it with the full 
facts as developed by the subcommittee, which could have been de- 
veloped by ICA/Washington if there had been any inclination on its 
part to do so. 
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During the entire period of their “supervision” of this project, Hill 
and Larsen consulted freely with Sverdrup & Parcel on matters of 
internal ICA business affecting the project and its costs, as well as other 
prospective projects in the area for which Sverdrup & Parcel might be 
interested in submitting a bid. In the case of the Bangkok-Suraburi 
Highway, S. & P. personnel prepared the cost estimates forwarded by 
Hill to Washington—forwarded with no indication of their origin. 
S. & P.’s bid on the job coincided closely with the estimates of engineer- 
ing costs which they had prepared. 

Over this same ani Hill and Larsen passed to the engineerin 
firm’s field representative, John McGavock, numerous official IC: 
cables and other documents. ICA/Washington officials, upon inquiry 
by the subcommittee, termed this conduct improper and denied prior 
knowledge that it was going on. McGavock was certainly aware of 
this impropriety, for his covering letters, forwarding these documents 
to his home office, were replete with such phrases as “this cable was 
given me confidentially, and I have promised that we will not disclose 
our knowledge of its contents to ICA/Washington,” or “please treat 
this in the usual confidential manner,” or “we probably should not 
have this document.” 

ICA officials who appeared before the subcommittee could not 
assure us that this sort of situation is unique. The failure of the 
Offices of the General Counsel, and of Personnel Security and In- 
tegrity, to make more than a perfunctory inquiry into the possibility 
of a conflict of interest in the case of Hill is not the type of action to 
inspire confidence in their overall vigilance. 

Study of the correspondence files of S. & P. reveals numerous in- 
stances evidencing the close relationship Hill maintained with that 
firm throughout his tenure as a responsible ICA employee. In addi- 
tion to instances already referred to, where Hill made confidential 
ICA information, cables and documents available to the engineering 
firm, the following excerpts from S. & P. internal correspondence are 
revealing: 

October 15, 1956: John W. McGavock, S. & P. project manager in 
sane to G. Wood Smith, executive vice president, St. Louis 
office : 


Mr. Hill indicated, obliquely, that we should point out to 
the appropriate ICA officials in Washington that our present 
Northeast Highway contract contemplates our services on the 
entire project. I gather from his attitude that he must have 
heard, while in Washington, some indication that either new 
proposals would be solicited or else some other engineering 
firm considered on the extension of this job. 


March 19, 1956: File memorandum by Gen. L. J. Sverdrup: 


Mr. Hill of the local ICA is going along [on a trip to Laos 
with McGavock]. Right now, he is at least selling us on the 
idea that he is very cooperative. Supposedly the new ICA 
director for Laos, Mr. Burke, just arrived here full of the 
idea that Tibbets, Abbett, McCarthy & Stratton were the 
people to do the job. We can probably change that idea 
here if it looks worthwhile. 
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September 21, 1956, McGavock to Smith: 


Mr. Hill further stated that while neither of these two 
contracts had been approved at the highest level in the Thai 
Government, they had been widely discussed and that Am- 
bassador Bishop was most anxious to get the work underway, 
particularly the Bangkok-t Saraburi. Road. * * * I later 
discussed all this with Mr. Utai, who also stated his Gov- 
ernment had not approved these projects but knew of them. 
He seemed to concur in Mr. Hill's plan * * * [Mr. Hill] 
stated he would like to talk with General Sverdrup, if pos- 
sible, in Washington soon after his arrival. 

May 25, 1957; McGavock to Smith: 

Tom Hill is to leave here * * * he is continuing in ICA 
after arrival in Washington for a period, and it is my under- 
standing that he will endeavor to expedite the opening of 
contract negotiations for the Saraburi-Bangkok Road. 
This at the direction of the mission. 


June 11, 1957; Smith to McGavock : 


I had a personal note from [Tom Hill] * * * which 
stated he would land in Boston on the 4th and would get in 
touch with General Sverdrup immediately as he had some 
important news to give him. 


The dates of the above-quoted communications are significant in 
view of the fact that Hill was placed on the S. & P. payroll on July 
1, 1957. 

An examination of the history of contract negotiations for the 
Bangkok-Saraburi Highway indicates a continuing pressure for the 
employment of S. & P. ., emanating from the mission and not solely 
from Hill. Such an examination also indicates that the mission 
was and is more interested than the Thai Government, not only in 
the selection of a particular contractor, but even in the selection of 
this particular project in preference to others. 

In fiseal year 1956, ICA obligated, in its foreign-aid budget for 
Thailand, $650,000 to cover the cost of engineering this particular 
stretch of highway. The mission rec ommended that S. & P.’s exist- 
ing contract should be amended in scope to encompass this new stretch 
of road. Although some elements within ICA/Washington sup- 
ported this recommendation, the Office of Contract Relations, which 
has final authority in such matters short of an appeal to the Director, 
determined that the proposed increase in scope was so substantial as 
to constitute a new project for contracting purposes. Consequently, 
the comparable proposal procedure was initiated. 

The S. & P. proposal was a few thousand dollars short of the $1.7 
million figure which that firm had already established as the 
“USOM/Thailand estimate.” Two other firms proposed similar 
amounts. However, several other proposals were in the lower range 
of $500,000 to $700,000. Of these latter, Transportation Consultants, 
Inc. (TCI), was determined by ICA/Washington to have submitted 
the lowest acceptable proposal. ICA/Washington recommended to 
the mission that the contract be awarded to TCL 

For reasons not fully explained, the “normal” comparable pro- 
posal procedures have not been followed in this case. No represent- 
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ative of the host government participated in the review of proposals, 
and copies of proposals received werre not routinely supplied either 
to the Thai Government or to USOM/Thailand. Upon receipt of the 
ICA/Washington recemmendation, therefore, the USOM requested 
that copies of all proposals received be forwarded to Thailand for in- 
spection by the USOM and Thai Government prior to making any 
comment on the acceptability of TCL. 

The next official action indicates clearly that the USOM was still 
anxious that the contract be awarded toS.& P. In a most uncommon 
procedure, the mission director, Thomas Naughten, directed two “per- 
sonal attention” letters to the Director for Technical Services, Edwin 
H. Arnold. The first letter, dated April 21, 1958, again recommended 
the award to S. & P., and alleged among other things that the TCI 
proposal had been instigated by the former Public Works Officer in 
Laos, Edwin McNamara. inquiry by the subcommittee subsequently 

revealed that after McNamara left ICA, he entered the employ of a 
subsidiary of TCI, the engineering firm of Murrow, counen & 
Miller. 

Although this raises further questions about the job-hopping prac- 
tices of ICA engineers, the subcommittee has received no indication 
that McNamara had, in fact, any part in this particular proposal. 
What is especially significant is that ICA/Washington seems to have 
been ignorant of McNamara’s connection with this firm until informed 
by the subcommittee, and—as in other comparable cases—little in- 
clined to pursue the matter, on the basis that the individual was at 
this point no longer an ICA employee. Arnold, in fact, had not 
brought this allegation to the attention of PSI prior to the subcom- 
mittee hearings. 

After ICA/Washington had recommended TCI to the mission, 
General Sverdrup wrote to Mission Director Naughten offering to 
reduce the S. & P. proposed fee by $75,000 (or by $100,000, if ICA 
would authorize the contract with S. & P. in a foreign corporate capac- 
ity), and the overall estimate by $300,000. Naughten included a copy 
of this letter with his second letter to Arnold. 

Even with this reduction, the S. & P. proposal still exceeds that of 
TCL by approximately $600,000. This, however, did not deter 
Naughten from urging that the comparable proposal procedure he 
overturned and the award made to S. & P. on the grounds that “ 
cannot afford to lose $300,000.” 

In these two letters Naughten had raised some substantial questions 
affecting the responsibilities of a number of offices within ICA/W. 
Despite this fact, Arnold did not make copies of this letter available 
to other interested offices. He passed the letter to his principal assist- 
ant, C. W. Flesher, for action. Flesher, in turn, had the Director of 
the Office of Industrial Resources call together representatives of some 
of the interested agency components. ‘To this meeting, he stated, he 
had read selected excerpts from the letter. After the meeting, he 
prepared a draft reply to Naughten which, he stated in testimony 
before the subcommittee, was a reflection of the general sense of the 
meeting. Four persons representing key offices at the meeting, how- 
ever, testified that the reply to Naughten, as introduced at the hear- 
ings, did not in fact represent their individual opinions or their under- 
standing of the consensus. None of these representatives, nor their 
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offices, had seen the reply until the hearings, since it was signed and 
sent by Arnold unilaterally, without going through the usual chan- 
nels of coordination within the agency. 

The subcommittee must note ‘parenthetically that there appears to 
have been a deliberate attempt by Arnold to withhold this correspond- 
ence from the subcommittee. His sole explanation before the sub- 
committee was that he was unaware of congressional interest in the 
peculiar circumstances of this contract negotiation. This is difficult 
to understand, since, for some 2 months past, the subcommittee has 
pursued its inquiry openly among all of Arnold’s principal sub- 
ordinates. 

In his reply to Naughten, Arnold commented that if the matter 
had been brought to his attention initially, he would have recom- 
mended an amendment of the S. & P. contract. Whether or not this 
would have been a reasonable course of action based upon informa- 
tion available at that time, the comparable proposal procedure has 
currently revealed that equally competent firms are prepared to under- 
take the task at considerably lower fees and lower estimated total 
costs. Arnold seems to be willing to brush these facts aside com- 
pletely in seeking a means to please Naughten by keeping Sverdrup 
& Parcel in the picture. 

Recognizing that award of this contract to Sverdrup & Parcel 
could never be justified as economically advantageous to the United 
States, because “[their] fee is considerably higher than other firms,” 
Arnold suggested a back-door approach, advising “the only grounds 
therefore for using S. & P. would have to be political, and this, of 
course, will depend entirely upon the attitude of the Thai Govern- 
ment. This you will have to develop.” 

Arnold explained in testimony before the subcommittee that by 
the word “develop” he meant to say that Naughten would have to 
find out what the facts were; he admitted that this might be an un- 
fortunate choice of words. Taken in context, however, the subcom- 
mittee is inclined to the interpretation that Naughten was being 
encouraged to generate within the Thai Government a positive sym- 
pathy for the S. & P. position. 

Even viewing the text of the letter in the most favorable light, and 
disregarding the word “develop” entirely, it is clear that Arnold is 
telling N Jaughten that his last hope for an S. & P. contract is to find 
a political peg to hang it on. The subcommittee believes the initia- 
tion of such a suggestion by any ICA official is a gross impropriety. 
ICA seems here ‘clearly to be getting into foreign policy functions 
which are reserved to the Department of State. 


“Political expediency” 


Arnold’s action indicates the possibility that this may be a wide- 
spread practice. In the past, ICA has invariably justified deviations 
from sound practices on the grounds of political expediency, and has 
given the subcommittee to understand that these policy determina- 
tions are made by the Department of State. The subcommittee has 
always accepted these statements, but if by usage, design, or delega- 
tion, responsibilities for political decisions may now have passed on 
to ICA and its missions abroad, this is a matter for congressional 
concern. 
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A cursory examination of General Accounting Office studies of the 
foreign aid program, of recent date, indicates innumerable examples 
of activities based solely on “political” grounds. A few are summar- 
ized here, as illustrative. 

In June 1955, in a report to the Congress on certain administrative 

ractices of the Foreign Operations Administration (predecessor of 
ICA) the General Accounting Office found that the levels of dollar 
aid were heavily weighted by foreign policy considerations not al- 
ways consistent with sound planning and execution. The report 
stated that the preponderance of political, over economic and finan- 
cial, considerations was one of the factors that led to programing in 
excess of the capabilities of the agency to execute and recipient 
countries to absorb. 

This was the defect noted in Pakistan, for example, in a report on 
the foreign aid program in that country which the General Account- 
ing Office made to the Congress in December 1956. 

A similar report on Iran, by GAO, as well as the findings of this 
subcommittee, established that much of the waste and confusion 
characterizing the aid program in that country stemmed from the 

olitical decision to support the existing government at all costs fol- 
owing the nationalization of Iran’s oil industry. 

Typical of ICA reaction to this sort of criticism is the reply the 
agency made to a General Accounting Office report on Korea issued 
in June 1957. ICA complained that GAO, intent on operating defi- 
ciencies, had overlooked the agency’s progress in meeting the program 
objectives. To this comment GAO demurred that since the objectives 
of the program were of a predominately military and political char- 
acter, it was not within the province of GAO’s postaudit to express a 
judgment on the degree to which they had been accomplished. To 
the extent that certain conditions were found to be inconsistent with 
good management, however, accomplishments were necessarily less, 
and costs more, than they otherwise would have been. 

The condition is not improving. The General Accounting Office, 
as well as this subcommittee, still finds ICA defending its deficiencies 
on the grounds of political expediency. 


As recently as May 1958, the Comptroller General wrote: 


Because of the conditions prevailing in Vietnam during 
the period covered by our examination, the administration 
of the assistance program was characterized by certain prac- 
tices not generally employed in other aid-receiving countries, 
such as broad cash grants, liberalization of the commodity 
import program, and relaxation of certain financial controls. 
These practices handicapped the effective administration of 
the program in terms of economical utilization of funds. 


In transmitting to the Congress a report on the program in Cam- 
g 2 £ 
bodia, in June 1958, the Comptroller General again pointed out— 


The United States agencies responsible for the program in 
Cambodia considered it necessary in the interest of foreign 
policy to make a strong and immediate impact in the recip- 
ient country. As a result, the program was administered 
initially on an emergency basis and without the benefit of 
certain procedures and controls generally applied by ICA. 








In the case of the Bangkok- 
cation, prior to 
moment were concerned. 
whelming interest in the activity. 
S. & P. relative to the contract for this work antedated, by a consider- 
able period, the project agreement by which the Thai Government 
indicated its approval that the work be done at all. 
ence previously quoted herein, particularly the letter of September 21, 
1956, provides a further indication that requests ostensib 
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Thai Government may frequently originate with the mission. 
In the light of the facts developed here with relation to the situ- 


to scrutinize most 
where 


ation in Thailand, it may be appropriate for the Department of State 
carefully other programs, and other countries, 
a political justification is offered, in order to determine the 


adequacy and accuracy of the justification. 


proposals in good faith. 


MISUSE OF COMPARABLE PROPOSAL PROCEDURES 


Saraburi Road, there had been no indi- 
to Arnold’s “suggestion, that political questions of great 
The Thai Government had shown no over- 
Discussions between Hill and 


The correspond- 


y from the 


There are indications that ICA may not always request comparable 


from requesting too large a fee. 
In a memorandum of July 26, 1957, Norman Thompson, Chief of 


the Industrial Engineering Division of ICA/W, 
supported the mission’s predis position for S. & P., wrote to the Office 


of Contract Relations as follows: 


subcommittee. 


tageous. 


It is the opinion of this office that negotiations should 
be entered into with S. & P. Engineering Co. for this work 
as they are already organized to handle the work in Thai- 
land. * * * It is believed it would be a mistake to call in 
other engineering firms for this work unless it is necessary 
to hold S. & P. in line on the financial part of the nego- 
tiations, then only Tibbets, Abbett, McCarthy & Stratton 
should be considered as they too have an office in Bangkok, 
and are set up to handle such work * * *. The fact that 
TAMS is also in Bangkok and is competent and set up for 
this kind of work can be used on S. & P. if necessary. 


For instance, in the Bangkok-Saraburi 
Highway negotiations it was seriously suggested by one official of 
ICA that proposals be solicited from another firm merely as a device 
to keep the preferred engineering firm in line; that is, to keep them 


one of those who 


A parallel situation existed in another contract examined by the 


other proposals was to keep TCI in line. 


these facts. 


Appearing before the subcommittee, Bach, in general, admitted 
He objected to the word uabbaioestinad’ but accepted 





On that earlier occasion, only the alertness of a single 
member of the contract award team prev ented the selection of TCI— 
which was the ICA-recommended bidder in the Bangkok-Saraburi 
‘ase—under circumstances where their bid was not the most advan- 
At that time, the strongest proponent of TCI was a John E. 
Bach, of the Office of Industrial Resources. His persistence caused 
the General Counsel’s representative on the contract award committee 
to question whether Bach and his office had not, in fact, predetermined 
that TCI should get the contract even before proposals were solicited. 
Bach admitted this was so, and that the primary purpose of soliciting 
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a substitute, “predisposed.” As seems to be almost a pattern, it 
should be noted that Bach has submitted a job résumé to General 
Lacey Murrow, principal of TCI, in order that the latter may aid him 
in securing non-Government ae oo gag Bach testified, however, 
that he did not do this until March 1958. 

The type of bargaining approach indicated in these two instances 
scarcely seems appropriate for a Government agency. Had either pre- 
disposition been carried through, at least one other engineering firm 
would have been asked to go to considerable expense and trouble in 
peepee a proposal when, in fact, there was no real intention that 
it should have a fair chance to receive the contract award. Leavin 
propriety aside for the moment, such a position taken by an officia 
might conceivably be justified on the basis of his zeal that the Govern- 
ment secure the best possible arrangement. No such apology is appli- 
cable to the position expressed by Arnold, who would throw out some 
nine proposals submitted in good faith, if a “political” ground could 
be found for carrying out the initial predisposition of certain ICA 
personnel that S. & P. should secure this contract. 

Examination of the history of this particular negotiation raised 
many questions whose detailed a is beyond the scope of this 
current broad study. The abundant evidence of intraagency politics 
and an undue familiarity and community of interest between certain 
officials and certain contractors is, in itself, sufficient grounds for a 
complete overhaul of ICA’s contracting procedures. Such a reform 
should be aimed at a more objective method of awards and a minimiza- 
tion of personal influence (which are unfortunately subject to 
unscrupulous manipulation), together with a a of the effec- 
tiveness of present safeguards against conflicts of interest on the part 
of ICA personnel. 


Highways and bridges—Vietnam 


Vietnam, like Cambodia, is one of the countries created from the 
area formerly known as French Indochina. It is bordered on the west 
by Cambodia and Laos, and on the north by Communist-controlled 
North Vietnam. Its capital and principal city is the seaport of Saigon. 

During World War II, and the Indochina conflict which followed, 
the highways and bridges of Vietnam were severely damaged. As a 
result, the country suffered from a lack of adequate transport for both 
military requirements and the civilian economy. 

National Route 1 runs east and north from Saigon for the full 
length of the coast. With bridges restored and surface repaired, it 
would constitute the backbone of the country’s highway network. 
It provides the only land route to the northern border in case the rapid 
movement of troops should be required, and, in conjunction with a 
series of lateral roads joining it at several points along the coast, it 
provides the means for rapid access to the interior. 

In addition, as is the case in the other highway projects studied by 
the subcommittee, the project had a subordinate purpose of training 
the Vietnamese in the use and maintenance of construction equipment, 
initially provided by ICA for the project. This equipment is to be 
turned over to the Vietnamese Government at the conclusion of the 


project, so as to enable it to build and maintain its own highways in 
the future. 
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The highway-building activity in Vietnam is perhaps better de- 
scribed as a program than a project. Unlike the two highways 
considered earlier, it has not been concerned solely with the construc- 
tion of a particular road, but rather with assisting the Vietnamese 
to rehabilitate generally their entire highway system. 

This program began in the spring “of 1955 », when ICA provided 
$3,263,145 (in dollars and local currency) for two purposes—the 
provision of needed roadbuilding equipment and supplies, and the 
hiring of an American engineering firm to conduct a reconnaissance 
survey of the roads in Vietnam. 

Subsequently (and, according to ICA, based largely on the findings 
of this reconnaissance), a project agreement was signed with the 
Government of Vietnam on December 6, 1956, outlining a general 
highway construction and rehabilitation program. The current cost 
(as of September 1957) of the initial segment of this program is 
$29.3 million. 

Explaining the reasoning behind the selection of this project for 
United States financing, ICA states: 


¢ 


The United States decision to participate in this project 
was based mainly on the urgent need to improve Vietnam’s 
defense potential while also contributing to internal security 
and to the possibilities for economic progress necessary for 
political stability. When completed, the highway system 
will: (a) facilitate rapid movement of the Vietnamese armed 
forces and the civil police; (6) open up new lands for agri- 
cultural production while settling loyal elements (including 
many discharged soldiers and civil guards) in areas presently 
subject to Communist infiltration; (¢) provide access to 
hitherto unused tracts of forest reserves; and (d) stimulate 
increased commercial, political and cultural relatronships 
between various parts of the country. 


All initial phases of the activity proceeded posthaste and con- 
currently on an urgency basis, only to bog down at later stages over 
issues that might have been avoided with more careful planning. 
Construction is barely underway although 3 years have passed since 
a firm decision was made to proceed, It was not until September 
1956 that Capitol Engineering Co. signed an engineering contract, 
so that it appears that this is another example where construction 
projects were processed before an engineering firm had been selected. 
Bids had been solicited from construction contractors in August of 
that year, a month before the engineering contract was signed, and 
concurrently with its negotiation. 

Johnson, Drake, & Piper was selected as the constructor, on the 
basis that “they offered to accept the lowest fee, $450,000.” As with 
the bulk of ICA contracts, the award was to be on the basis of cost- 
plus-a-fixed-fee, so the fee was the only important variable considered 
by the agency in its determination of the bid most advantageous to 
the United States Government. A letter of intent was issued to 
Johnson, Drake & Piper in February 1957. A formal contract was 
not signed until November of 1957, by which time the fee had been 
increased, as a result of changes in scope, to $800,000. 

In making the determination that the Johnson, Drake & Piper fee 
should be increased to almost double what it was originally, ICA was 
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making the best of a bad situation—a situation of its own creation. 
There was considerable question whether any increase in fee was 
justified, since the increase was based upon the constructor’s compu- 
tation that changes in the scope of the work had resulted in an in- 
crease in the quantities of work. The engineer, Capitol, did not agree 
with the Johnson, Drake & Piper position. The Office of Contract 
Relations, however, in a memorandum which formed the vehicle for 
this approval, notes that it is cheaper to give in to the contractor’s 
request than it is to replace the contractor. The tr ansportation cost 
of replacing him, returning his men to the United States and sending 
out replacements, is estimated at $300,000; fee paid prior to this time 
amounts to $120,000. In summary, then, the increase in fee is directly 
attributable to ICA’s permitting the contractor to proceed prior to 
the time when anyone had a clear idea of the eventual scope of the 
work, 

The change in designation of highways and parts of highways to 
be constructed or reconstructed under this first section of the program 
has been so extensive that the present activity bears little similarity 
to the initial proposal. Except for a short 30-kilometer stretch just 
outside Saigon, none of National Route 1 is now being reconstructed. 
Instead, it has been shifted to a lower priority, and available funds, 
equipment, and personnel have been shifted to route 21—one of the 
lateral roads mentioned above. ICA states that the next priority will 
go to route 19, another lateral road. 

The 30-kilometer stretch near Saigon was held up, when it devel- 
oped that the projected right-of-way would run directly through a 
firing range recently established by the Vietnamese Ar my. It would 
seem that more effective coordination by ICA with the United States 
Military Advisory Group could have avoided this difficulty. 

Before bridges can be designed, and, in general, as an essential 
preliminary operation to determine the n: ture of the base and soils— 
whether they are rocky, sandy, et cetera—there must be core drilling. 
This involves the use of special drilling equipment which bores into 
the earth and, at a predetermined depth, takes samples of the soil. 
Neither the engineer nor the contractor in this case was given the 
responsibility of core drilling. After lengthy delay, the contractor’s 
letter of intent was finally ame _ l, on August 27, 1957, to require 
that he perform the operation. Old Vietnamese equipment is now 
being used for this core drilling, vom it is apparently difficult to ob- 
tain proper samples for analysis by the engineer. 

The equipment problem has plagued this program from the start. 
The original invitation for construction bids advised potential con- 
tractors that necessary construction equipment was available and 
would be provided by the Vietnamese Government. It subsequently 
developed that such equipment as the Vietnamese Government had 
earlier received from ICA, which someone had thought would be 
available, was being used elsewhere. The contractor was therefore 

advised in May 1957, 3 months after his employment, to proceed with 
his ow equipment procurement, at ICA expense. 

In the midst of his procurement operations, on June 15, 1957, the 
contractor was savin’ that he must screen United States Govern- 
ment surplus stocks at various locations before he could undertake 
commercial procurement. The contractor has complied with this 
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requirement, which has further delayed the implementation of the 
project. 

The use of United States Government surplus equipment and ma- 
terials, and the resultant saving to the taxpayers, is a commendable 
idea. The vacillation and lack of clear ICA policy demonstrated in 
this instance, however, must be burdensome in the extreme to private 
contractors who suffer under it. The resultant delay in this case is 
scarcely compatible with the plea of urgency. By that time, how- 
ever, the project had been under “implementation” for over 2 years, 
and ICA may have felt that another month or 2 “really wouldn’t 
matter.” 

This program provides a graphic illustration of the waste in time 
and money that may result from improper planning. The engineer 
had been selected in August of 1956, and placed under contract in 
September, but the mission reported to ICA/W as late as February 
of 1957: 


One man arrived here November 13 and left December 1. 
Local American representative without security clearance 
only until December 31 when the assistant project manager 
arrived. At this date, only 10 capital personnel are in 
Saigon, of whom 2 are local Americans without security 
clearances. 


It will be recalled that from February 1957, Johnson, Drake & 
Piper operated under a letter of intent. By the end of July 1957, 
Johnson, Drake & Piper had on the job in Vietnam, 78 non-Vietna- 
mese and 771 Vietnamese personnel—849 people. In his monthly 
report the constructer stated that, 


The progress made to date during the 5 months this con- 
tractor has been operating under the letter of intent consists 
of mobilization of his headquarters office and mobilization of 
the equipment and construction plant facilities for the 
Saigon-Bien Hoa section of the road. 


Why had he not done more? Why was this large labor force pre- 
occupied solely with its own housekeeping? At that time only the 
Saigon-Bien Hoa stretch had been agreed upon by the United States 
and Vietnam. However, no right-of-way had been approved for this 
stretch because of the conflict with the firing range, and as late as 
November 1957, this right-of-way into Saigon was still awaiting 
approval. Consequently, to quote the constructor’s report again, 
“The contractor does not have any engineering drawings approved 
for construction designating any portion of the Saigon-Bien Hoa 
Road on which road construction clearing operations can actually 
start.” 


A prime example of “hurry up and wait.” 








SUPPLEMENT 
PROCUREMENT OF EQUIPMENT FoR CAMBODIAN HIGHWAY 


BACKGROUND 


The Government of France, in 1955, undertook the construction of 
a port at Kompong Som. The United States signed an agreement to 
finance a proposed national road from the port to Phnom Penh. A 
foreign policy decision determined that it was expedient and in the 
best interests of the United States to complete the road on or before 
the date that the French finished the port. In the late spring of 1956, 
ICA put a crash label and a No. 1 priority on the road project. 


PROCUREMENT AGREEMENTS—SALE OF USED EQUIPMENT 


In view of the high priority assigned to the project, ICA set the 
end of the monsoon season in Cambodia, or about the end of October 
1956, as the target date to commence construction operations. Since 
it appeared that a construction contract could not be negotiated and 
financed in time to meet this objective, a decision was made to enter 
into a procurement contract, independent of the construction contract, 
to purchase and have delivered at Cambodia the construction equip- 
ment so that the work could proceed during the 1956-57 dry season. 

Accordingly, in May 1956, ICA issued invitations for bids to pro- 
cure up to $4 million worth of construction equipment. As the award 
was about to be made to the A. F. Axelrod Co., of New York City (for 
a fee of $35,000 for the first $2 million of construction equipment, with 
the fee to be increased on a graduated scale for purchases in excess 
of that amount), ICA made a decision to cancel the procurement 
invitations and agreed to select a construction contractor and have 
him procure the necessary equipment. | 

Thereafter, on July 6, 1956, ICA entered into a letter of agreement 
with A. L. Dougherty Overseas, Inc. (an Indiana corporation), the 
prospective construction contractor, for the aig 3g of procuring and 
shipping equipment not to exceed $2,400,000. ‘The fee for this service 
was to be included in the construction contract yet to be negotiated. 
Included in the letter of agreement was a list of proposed equipment 
to be procured, which the engineering firm of Michael Baker, Jr., Inc., 
considered suitable. Final selection of the equipment was to rest with 
Douglierty, with the approval of the Baker firm. 

The July 6, 1956, letter of agreement provided that all the equip- 
ment procured thereunder would be new. However, in a memo dated 
August 11, 1956, Dougherty listed 46 pieces of Caterpillar and Euclid 
heavy equipment which he would soon require in addition to equip- 
ment of that type which was available for prompt delivery from manu- 
facturers and distributors. The memo pictured this equipment as 
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being in short supply due to shutdowns and strikes, and then pro- 
ceed to offer the 46 pieces from his own inventory of rebuilt material. 
The equipment referred to, it was noted, was not included in the 
procurement list proposed in the July 6 letter of agreement. 

Again, on August 15, 1956, Dougherty wrote to ICA stating that all 
equipment on his procurement list was available except 41 pieces of 
Euclid, Caterpillar, and Northwest equipment. Except for new 
Northwest shovels, the list was essentially the same as the used equip- 
ment he offered the Government in his previous memorandum of 
August 11. The Northwest shovels, the memorandum stated, were in 
short supply, but Dougherty said that two such shovels were in his 
yard and available for shipment to Cambodia. 

On August 28, 1956, ICA supplemented the letter of agreement of 
July 6, authorizing additional procurement not to exceed $2 million. 
In the list to be procured were included the specific items of equipment 
offered by Dougherty in his memorandums of August 11 and 15, except 
for 5 Caterpillar motor graders. It was noted (1) that the provision 
of the July 6 letter of agreement specifying new equipment was not 
included in the supplemental letter of agreement, and (2) that only 
the equipment of the specific type offered by Dougherty was identified 
by manufacturer. The supplemental lette r of agreement also provided 
for a $65,000 lump-sum advance on his fee to be paid to Dougherty 
upon the arrival in Cambodia of the equipment procured under the 
July 6 letter of agreement. Although it was September 14 before a 
formal agree! ment was issued by ICA authorizing Dougherty to pro- 
a used equipment from himself for the Cambodian Government, to 

be paid for by ICA, it appears that the sale had been in progress since 
the issuance of the August 28 supplementary letter of agreement. 

Dougherty offered 15 Euclid bottom-dump trucks; 9 Euclid scrap- 
ers; and 4 Caterpillar motor graders at 65 percent of the current 
(August 1, 1956) list price for new equipment; 10 Caterpillar D-8 
tractors at 70 percent of the current list price for new equipment; and 
2 new Nouthscent shovels at acquisition price. The offer proposed a 
60-day warranty. 


Inspect 70N of used er “ipme? tby Mi ec} ael Bake AS T.. Tne 


On August 31, ICA requested the B: ee r Co. to inspect the ¢ equipme nt 
offered by Dougherty in the interest of ICA. On September 7 7, the 
Baker Co. submitted its ie spection report, stating that the equipment 
inspected was in satisfactory operating condition; that it was repre- 
sentative of the kind of equipmen t essential to the highway project; 
and that the price was fair and reasonable. The report suggested, 
however, that the 60-day warranty be extended to 90 days on the 
grounds that the equipment would not be in full operation within the 
first 60 days after the arrival date. In addition to the equipment, 
Dougherty also procured from his inventory certain replacement 
parts for the vehicles with the understanding that any utilization of 
these spares during the warranty period would be credited to the 
(government. 

To date, according to Dougherty, the warranties have not been 
invoked. It is noted that since Dougherty is the vendor, procurer, 
transporter, receiver, and oper: itor of the equipment, any invocation 
of the warranty would constitute an action taken voluntarily by him- 
self against his financial interest. 
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The inspection eee does not appear to be a document sufficiently 
adequate upon which to base a jadaniegit involving nearly a million 
dollars. The report was limited to general statements covering the 
equipment as a whole and did not even list the serials of the pieces 
examined. Mechanical parts, the report stated, “seemingly were in 
good condition” the motors “sound in good condition,” and “advice 
was received from Dougherty that clutches and wearing parts were 
also in good condition.” [Italics supplied.] In view of the fact that 
the average age of the used equipment was in excess of 4 years, the 
statement in the Baker report that the “equipment is 2 or more years 
old” is either (1) deliberately misleading, or (2) careless inspection. 

In a memorandum dated August 31, 1956, authorizing Baker Co. 
to inspect the used equipment, [CA quoted Dougherty as having in- 
formed the agency that he had established by bid quotations that the 
manufacturers of the machinery of the types he was offering for sale 
could not deliver before mid-1957, too late for the 1956-57 construc- 
tion season. In its inspection report, the Baker Co. said it had hoped 
that all project equipment could have been new. The report made a 
er of stating that the Baker Co. had accepted ICA’s statement that 
yecause of scarcity of new equipment, ICA had no other recourse than 
to turn to used equipment. 

It is apparent that ICA’s agreement to purchase Dougherty’s used 
equipment was based solely on Dougherty’s representations that the 
equipment from new sources was not available until the middle of 
1957. However, an examination of the Dougherty procurement rec- 
ords in New York City disclosed no record that Dougherty had made 
any solicitation of either the manufacturers or distributors of North- 
west shovels, Euclid bottom-dump trucks, the Euclid scrapers. Ac- 
tually, Dougherty’s correspondence with the vendors of this equip- 
ment was limited solely to obtaining current market prices (Dougher- 
ty used current market prices as a basis for determining the replace- 
ment value of his used equipment as a basis on which to compute his 
selling price to the Government.) It appears that since Dougherty 
did not solicit bids for this equipment, he did not intend to purchase 
this equipment new in the open market. 

Further, the examination of Dougherty’s procurement records in 
New York City revealed that 62 new crawler tractors and 47 new 
motor graders had been available on the open market as of October 
1, 1956, the date on which Dougherty sold his used crawler tractors and 
motor graders to the Government. It is apparent, therefore, that 
Dougherty’s statement that equipment of this type was not available 
new is inconsistent with the records of his firms. 

ICA paid Dougherty $926,112.85 for his used equipment. The 
Northwest shovels were new and were sold for Dougherty’s acquisi- 
tion price; 13 Euclid bottom-dump trucks were sold for 65 percent 
of the list price as of August 1, 1956, or $18,679.88 each; 9 Euclid 
scrapers were sold for 65 percent of the August 1, 1956, list price, or 
$28,722.38 each; 4 Caterpillar model 12 motor graders at 65 percent 
of the August 1, 1956, list price, or $11,104.60 each; and 7 Caterpillar 
D-8 tractors for 70 percent of the August 1, 1956, list price, or 
$20,494.60 each. 

Inquiry disclosed no precedent for the pricing formula employed by 
Dougherty for the sale of this used equipment. Baker inspectors 
were shown statements solicited by Dougherty from two equipment 
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dealers with whom he had extensive transactions stating that the prices 
asked by Dougherty were fair and reasonable. Records of the Dough- 
erty firm in Hammond, Ind., included no information to establish 
service records of the equipment, so that information was not available 
to show evidence of the actual maintenance, refurbishing, and re- 
building of the equipment. 


COMMISSIONS ON USED EQUIPMENT 


Further inquiry in New York disclosed that Dougherty had been 
trying unsuccessfully to sell his used equipment on the open used 
market since at least May 1956 at a price well under the quotations 
he offered the Government. On May 10, 1956, Dougherty, as presi- 
dent of the A. L. Dougherty Co. (a sole proprietorship) entered into 
a contract with W. H. McPheters, president of the WITMAC Corp., 
giving the WITMAC firm a 6-month option on an exclusive basis to 
sell 20 Caterpillar D-8 tractors, 10 Caterpillar motor graders, 25 Euclid 
bottom-dump trucks, 9 Euclid scrapers, and 4 Northwest shovels at 
no less than 60-percent of the current replacement value. The con- 
tract provided that in event of a sale by WITMAC the latter was to 
receive 12 percent of the gross proceeds; also that in the event 
Dougherty sold the equipment independently of WITMAC within 
the 6-month period for more than 60 percent, then WITMAC would 
receive 714 percent of the gross proceeds of the sale. This latter pro- 
vision was invoked when Dougherty effected the sale on October 1, 
1956, but the books of account of the Dougherty companies and 
WITMAC are not in agreement either as to the character or the 
amount of the settlement. As will be shown later, Dougherty caused 
the used equipment transaction to be recorded ‘in the books of account 
of Dougherty Overseas, Inc. (a Liberian corporation). Examination 
of the books of this corporation disclosed that on October 27, 1956, 
5 checks totaling $92,611.28, representing exactly 10 percent of the 
$926,112.85 received by Dougherty from the Government, were 
charged to commissions. (It is noted that in his submissions to the 
Government for reimbursement in the amount of $926,112.85, 
Dougherty did not declare commission payments as required by ICA 
Regulation No.1.) The checks were as follows: 


FN i saad cowie ah mies nner etn opine ca bea maith $16, 458. 46 
ar cng pals nee satiate Races Haaeia asles lec eeiaes 21, 000. 00 
a oN Ya OD ie sc ano psec snc cpp bapa ent sk a vlc aie alot 20, 000. 00 
ie gy Cn inet aick estes abana apablagins 3, 152. 82 
pn Sener SNS a ee a ee 32, 000. 00 


Dougherty stated that this total represented the settlement under 
the provisions of the WITMAC Corp. agreement, and he avers that he 
turned over the five checks to McPheters at the personal direction of 
McPheters. He specifically stated that the checks to Axelrod, Agencia, 
and FRAMAK Corps. did not represent business transacted or pay- 
ment thereof of any prior obligations involving Dougherty individ- 
ually or Dougherty firms. It is noted that the 10 percent commission 
is not consistent with the 714 percent provision of the contract with 
McPheters. The differential represents an outlay by Dougherty of 
$23,152.82. Dougherty stated that his excess represented commissions 
on other used equipment McPheters had sold for him. McPheters does 
not support these statements of Dougherty. 
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Records of the WITMAC Corp. do not support the statement by 
Dougherty or the entry in the books of his firms relating to commis- 
sions paid. Examination of the WITMAC books and personal records 
of McPheters shows that in addition to the contract with Dougherty, 
the firm had entered into the following additional contracts: 

(1) April 27, 1956, with a Miss Martha McPheters, a distant relative 
of McPheters, residing in Stillwater, Okla, to pay to Miss McPheters 
a fee equivalent to one-third of the proceeds (not to exceed $10,000) of 
any commission received by WITMAC from the Dougherty companies 
in consideration for her efforts toward inducing Dougherty to retain 
the services of WITMAC. 

(2) May 17, 1956, a contract with Agencia Industrial Corp., a 
Dominican Republic corporation, naming the latter corporation as 
WITMAC’s exclusive agent in the Caribbean area and South America 
only to sell the Dougherty equipment at no less than 60 percent of 
current replacement value and to receive in event of such sale the 
equivalent of one-half of the commissions received by WITMAC from 
Dougherty. (It is noted that the contract included no provision for 
payment in event Dougherty sold the equipment independently of 
WITMAC.). 

(3) August 1, 1956, with the FRAMAK Corp. of New York City, 
naming FRAMAK as WITMAC’s exclusive agent to sell the Dough- 
erty equipment in all foreign countries except Cuba, South America, 
and the Caribbean area at a price no less than 60 percent of its current 
replaceable value. In event of such sale, the contract provided that 
FRAMAK would receive 25 percent of commissions received by 
WITMAC from Dougherty. No provision was included for settle- 
ment in event of an independent sale by Dougherty. 

McPheters exhibited a WITMAC invoice dated October 19, 1956, 
billing A. L. Dougherty Co. in the amount of $69,458.46, an amount 
which he said was all that WITMAC received from Dougherty under 
the contract settlement. This amount represents exactly the 714 per- 
cent provided in the contract. The invoice purports to cover the 
service and advice and directing the rebuilding of equipment and con- 
ditioning it for sale and activity to sell such equipment. This state- 
ment notwithstanding, McPheters admitted that he had not performed 
any rebuilding or reconditioning activities. Further, he stated that 
he had not seen the equipment. The invoice requested payment as 
follows: 


Agencia -_ 





a: onstrate naires siete loan eae ciate taeadeaiarmmltcetaa Eee $32, 000 
TCA in inne nck sat eee a 21, 000 
WEIMER | Wo. neo i hc cde eee eee 16, 458 

OPI... — 2... <nscsisinsncnchiasieg cnsescensniteien seeessecedlansda oal-aieialgialeseamdica nee $69, 458 


In addition to the above total, Mr. McPheters said Dougherty had 
issued to him personally a check for $3,152.82, which represented a 
consulting fee on a Cuban project for Dougherty. McPheters further 
stated that he had nothing to do with the remaining $20,000 differential 
between the $69,458.46 (plus $3,152.82) he received from Dougherty 
and the commissions of $92,611.88 appearing on Dougherty’s Tooke 
This $20,000 differential, he said, was paid to Axelrod by Dougherty 
for financial services rendered to Dougherty. McPheters admitted 
that the check to Axelrod was issued at the same time he received 
payment, and he admitted that he had arranged with Dougherty to 
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have the $20,000 paid to Axelrod for the financial services. Actually, 
he said, it was a service to help Axelrod collect his money. 

The Axelrod Co. exhibited an invoice, No. 1397, to the A. L. 
Dougherty Co., dated October 29, 1956, for services consisting of 
“planning, advice, and directing methods for credit to facilitate pay- 
ments for the procurement and shipment of equipment under the 
Dougherty contracts.” It was noted that payment was received 
October 27, 1956, 2 days prior to the date of the invoice. (Dougherty 
contends the check to Axelrod was issued at the direction of Mc- 
Pheters, with an understanding with McPheters that this check, as 
well as the others, would be supported by invoices to cover the pay- 
ments on the Dougherty books.) 

Analysis of the distribution of the $92,611.88 appearing on Dough- 
erty’s books shows that the WITMAC Corp., the prime contractor 
in the equipment sale, received only $16,458.46. McPheters is the sole 
stockholder and president of WIT ‘MAC, a dormant corporation acti- 

vated for the purpose of administering the Dougherty contract. 
WITMAG, in turn, distributed $10,000 in salary to McPheters; 
$1,028 to his wife, Mrs. Beatrice McPheters, the vice president; and 
$5,486.15 to Miss Martha McPheters, under the previously identified 
contract. Except for the $1,028 paid to Mrs, Beatrice McPheters, 
these items were deducted as expenses on the United States and New 
York State 1955 income tax returns of the WITMAC Corp. Miss 
Martha McPheters did not perform any of the services under the 
contract with WITMAC, nor was she competent to perform such 
services, since she was unknown to Dougherty. McPheters admit- 
ted that the contract had no basis in fact, which opens the question as 
to whether the contract was a device for evading both Federal and 
New York State income taxes. 

Records of the FRAMAK Corp. disclosed Axelrod as president 
and McPheters as vice president. Miss Frances Axelrod (daughter) 
and Mrs. Beatrice McPheters each hold 50 percent of the stock and 
serve as treasurer and secretary, respectively. At the direction of 
McPheters, on November 9, 1956, FRAMAK issued checks in the 
amounts of aoa by $5,000 to David J. Ruskin and John W. 
Peebles, associates of Mc Pheters. Examination disclosed that there 
were no FRAMAK. invoices available to support these payments. 
Mrs. Beatrice McPheters and Miss Axelrod were put on the 
FRAMAK payroll at $200 a month each as of the date FRAMAK 
received the Dougherty check for $21,000. This corporation was 
established for the purposes of the Dougherty contract and has trans- 
acted no other business. 

The Agencia Industrial C. por A. is a Dominican corporation 
engaged in various aspects of the construction business. During the 
time of the transactions set forth in this summary, Francis Rosen- 
baum, an attorney, of 824 Connecticut Avenue NW., Washington, 
D. C., was president, and, with his brother, held 49 percent of the 
stock. The Rosenbaums have since disposed of the stock in consid- 
eration of $250,000, although Francis Rosenbaum is still president. 
Rosenbaum stated that his firm had not sold the equipment under the 
terms of the contract with WITMAGC, and admitted his case for col- 
lecting payment under the contract involved substantial legal ques- 
tions. However, he said that McPheters had made the settlement 
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on Agencia terms, and admitted that WITMAC’s legal counsel had 
opposed the settlement. Potential profitable future association with 
Agencia, Rosenbaum admitted, was a factor in McPheters’ payment 
of $32 000 in settlement. The proceeds of the Agencia settlement 
were dey posited in a Dominican Republic bank, but the settlement 
was er within the United States. 


DOUGHERTY PROFITS 


The profits of the Dougherty firm in the used re transac- 
tion were substantial and, to date, at least apparently, tax exempt. 
At the time Dougherty was notified that he had been selected as the 
construction contractor, he organized a Liberian corporation (Dough- 
erty Overseas, Inc.). The Indiana corporation at first requested per- 
mission to assign the contract to the Liberian corporation, but ICA 
reported the request was withdrawn. Accordingly, ICA records in- 
clude no evidence of granting an assignment. Just prior to the sale 
of the used equipment, Dougherty made book transfers of the pieces 
involved to the Liberian corporation at book value and, when the sale 
was effected, the money received was entered on the books of the Li- 
berian corporation. (ICA knew nothing of this transfer.) Gross 
profit, or capital gain, based on book value was $475,188.45, or 164 
percent, Schedules showing succession of title of all of the used equip- 
ment sold by Dougherty to the Government appear as exhibit 10 in 
the hearings upon which this report is based. 


DOUGHERTY-AXELROD RELATIONS 


As has been previously pointed out, Axelrod had been the low bidder 
for an equipme nt procurement contract in connection with the Cam- 
bodia highway project. After ICA cancelled the procurement invita- 
tion and after Dougherty became the successful bidder, Axelrod called 
on Dougherty and tried to get a contract from Dougherty to perform 
the procurement under the Dougherty Letter of Agreement. 
Dougherty declined, on the ground that the Government had ruled out 
a prime contract for procurement, but he entered into another con- 
tract in the form of a Dougherty purchase order for expediting serv- 
ices to be performed by Axelrod at the rate of three- eights of 1 per- 
cent of the cost of goods shipped by Dougherty under his procurement 
contract. Axelrod’s fee was estimated at $10,250, but increased pro- 
curement eventually brought the fee under this order to $17,000. 

At the same time the expediting contract was agreed to, Axelrod 
agreed to have extended to Dougherty certain financial arrangements 
with the Chemical Corn Bank which he, Axelrod, already had made 
with that bank for the financing of the procurement contract that Axel- 
rod has thought he was to receive. Actually, Axelrod did introduce 
Dougherty to the Chemical Corn Bank, but the introduction was not 
material to the eventual extension of credit to Dougherty. In the ab- 
sence of a contract, the usual letter of credit procedure was not avail- 
able to enable Dougherty to finance the goods purchased under letters 
of commitment. 
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It was Dougherty’s plan to pass on to the Government the expedit- 
ing fees he would pay to Axelrod. However, when Julius Kessler, 
ICA/W contract officer, was informed of this by Dougherty, he, 
Kessler, told Dougherty he could make what arrangements he pleased 
with Axelrod but he, Kessler, did not want to see any bills presented 
by Axelrod; meaning that they would not be paid. At the time 
Kessler made this known to Dougherty, the voucher for the first in- 
stallment of the expediting contract had been sent into ICA/W by 
Dougherty for reimbursement in the amount of $5,125. Dougherty 
was paid, unknown to Kessler. In the course of the subcommittee's 
inquiry, ICA recovered this payment from Dougherty. Dougherty 
subsequently paid an additional $11,875 to Aealtedl under the expedit- 
ing contract, ‘but did not claim reimbursement and with full know!- 
edge that he ‘would not be reimbursed. This brought the total paid to 
Axelrod to $17,000. When the commission of $20,000 paid by Dough- 
erty to Axelrod i is added to the $17,000 he received as an expediter, the 
total is substantially the amount of the fee proposed by xelrod for 
the entire procurement contract. 

Moreover, it appears that Axelrod’s expediter’s fee was clear gain. 
Axelrod threw the entire forwarding business to D. C. Andrews Co. 
in return for waiving the usual service charges billed for the for- 
warder ($15 per bill of lading, local truck pickups, ete.) which would 
have normally amounted to seven or eight thousand dollars. It is 
understood that this waiver to secure business is an unethical trade 
practice. 

EXAMINATION OF DOUGHERTY PROCUREMENT FILES 


Under the provisions of the letter of commitment, procurement by 
Dougherty was to be on the basis of the lowest bidder. Having a pref- 
erence for Caterpillar and Euclid earth moving equipment, Dough- 
erty sought, but was not given, permission of ICA to buy the products 
of these manufacturers without regard to bids from other manufac- 
turers of equal equipment.* Contrary to the requirement of the con- 
tract that orders were to be placed at the lowest possible competitive 
prices, Dougherty proceeded to place orders with the manufacturers 
he preferred, regardless of the cost of other bidders. The prices he 

aid exceeded the lowest quoted prices by approximately $401,200. 
Since admittedly the practice was not to consider bids from manu- 
facturers of equal equipment, the continued solicitation of quotations 
from these manufacturers appeared to be a device to purport that pro- 
curement was performed under the terms of the contract. It was also 
noted that the required approval by the engineering firm of Michael 
Baker, Jr., Inc. of the detailed Specifications to be developed by 
Dougherty prior to procurement had not been obtained. 
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PREFACE 


Under the rules of the House of Representatives, the Committee on 
Government Operations has as one of its functions the duty of studying 
intergovernmental relations between the United States and the 
States and municipalities. This responsibility has been delegated 
by the committee to the Intergovernmental Relations Subcommittee. 

Since the latter part of 1955 the subcommittee has been devoting 
much of its time to the study of intergovernmental relationships, 
giving particular attention to the report of the Commission on Inter- 
governmental Relations (the Kestnbaum Commission). The Com- 
mission was created by an act of Congress in 1953 (Public Law 109, 
83d Cong., 1st sess.) for the purpose of studying and clearly defining 
the proper role of the National Government in relation to the States 
and their political subdivisions. The bipartisan Commission was 
composed of 25 members—15 of whom were appointed by the Presi- 
dent, 5 by the President of the Senate and 5 by the Speaker of the 
House. Under the law, the Commission was charged with the dut 
of determining whether existing Federal-aid programs are justified, 
whether there are other fields in which aid should be extended, whether 
Federal control with respect to these activities should be limited, and 
whether adjustment of fiscal relations is needed to enable each level of 
government to perform the functions which belong within its juris- 
diction. During the 2 years of its existence the Commission studied 
the evolution and present status of our federal system and, with the 
assistance of special study committees, examined the functioning 
of the major Federal grant-in-aid programs. Its report was submitted 
to the President in June 1955 for transmittal to the Congress. 

In conducting studies to assist it in evaluating the principal findings 
and recommendations of the Commission, the subcommittee placed 
special emphasis on the Federal grant-in-aid programs. This was 
done both because the expansion of Federal grant programs has 
caused considerable controversy in recent years and because the 
Commission itself gave special attention to the grant device and to 
particular Federal grant programs. 

The subcommittee is aware of the many nongrant areas of inter- 
governmental relationships where significant frictions or jurisdictional 
ambiguities exist and which require early attention if we are to pre- 
serve a healthy federal system. These include regulatory activities, 
law enforcement, water and other natural-resource policies, and the 
management of public lands and military installations. While some 
of these problems were raised in hearings or in questionnaire responses, 
the subcommittee has not yet attempted any systematic study of 
these matters and, consequently, they are not treated in this report. 
Neither has the subcommittee concerned itself with the question of 
the proper demarcation between public and private areas of economic 
responsibility. 


vir 
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This is the final document to be issued in connection with the sub- 
committee’s current study of intergovernmental relationships. The 
earlier documents are: 


Recommendations and Major Statements of the Commis- 
sion on Intergovernmental Relations, Annotated to Show 
Method of Implementation and Federal Agency and Program 
Affected (August 1956). 

Staff Report on Replies from Federal Agencies to Ques- 
tionnaire on Intergovernmental Relations (August 1956). 

Intergovernmental Relations in the United States, a 
Selected Bibliography (November 1956). 

Replies from State and Local Governments to Question- 
naire on Intergovernmental Relations, Sixth Report by the 
Committee on Government Operations (H. Rept. No. 575), 
June 1957. 

Federal-State-Local Relations. Hearings before a subcom- 
mittee of the Committee on Government Operations, House of 
Representatives (July 29, 30, and 31, 1957). 

Federal-State-Local Relations, State and Local Officials. 
Hearings before a subcommittee of the Committee on Govern- 
ment Operations, House of Representatives: 

Part 1: Boston, Mass., and New York, N. Y. (Sept. 30 
Oct. 1, 2, 3, 4, and 7, 1957). 

Part 2: Chicago, Ill., and Kansas City, Mo. (Oct. 16, 17, 
18, 21, me 22, 1957). 

Part « : Denver, Colo., and San Francisco, Calif. (Oct. 
24:20 a and 29. 1957). 

Part 4: New Orleans, La., and Raleigh, N. C. (Nov. 18 
and 19, and Dec. 10 and 11, 1957). 

Federal-State-Local Relations, Dade County (Fla.) Metropoli- 
tan Government. Hearings before a subcommittee of the Com- 
mittee on Government Operations, House of Representatives 
(November 21 and 22, 1957). 

Federal-State-Local Relations, Joint Federal-State Action 
Committee. Hearings before a subcommittee of the Committee 
on Government Operations, House of Representatives (February 
18, 1958). 

Federal-State-Local Relations, Nongovernmental Organiza- 
tions and Individuals. Hearings before a subcommittee of the 
Committee on Government Operations, House of Representa- 
tives (Feb. 24 and 25, 1958). 

Federal-State-Local Relations, Federal Departments and 
Agencies. Hearings before a subcommittee of the Committee 
on Government Operations, House of Representatives, March 
26, 27; April 2, 30; May 7, 8; and June 19, 1958. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTIETH REPORT 


On August 8, 1958, the Committee on Government Operations had 
before it for consideration a report from its Subcommittee on Inter- 
governmental Relations entitled, ‘‘Federal-State-Local Relations, 
Federal Grants-In-Aid.”’ 

After full consideration of the report as submitted by the sub- 
committee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


INTRODUCTION 


Our federal system, with powers divided between the National 
Government and the States, has proved itself as durable and adaptable 
an institution as the Constitution which established it. Adopted as 
a compromise between those who sought to create a highly centralized 
form of government and those who wished to perpetuate a loose 
confederation of autonomous units, the federal principle has been 
subjected to and has survived severe strains of war and economic 
crisis. 

The federal system, however, has not been without its critics in 
every period of our Nation’s history. During the past quarter century 
we have heard expressions of alarm from the proponents of both 
centralization and decentralization. The 1930’s brought solemn 
pronouncements that the States had outlived their usefulness and, in 
fact, were obstructions to effective government in an age of great 
social and economic change. More recently, the expansion of Federal 
activities has been questioned and we have been warned that the 
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States are in danger of becoming primarily field districts of the Federal 
departments. Contentions such as these, no matter how extreme 
they may appear, deserve careful and serious examination. To this 
task the subcommittee has dedicated itself. 

The subcommittee believes that a well-balanced federal system 
constitutes a bulwark for the preservation of our democratic institu- 
tions. A federal structure is also a practical necessity for governing 
a country with an area as large and a population as varied as ours. 
In undertaking this study, the subcommittee accepted as a guiding 
principle the belief that strong local self-government is essential in a 
democratic society. Accordingly, a basic test applied in evaluating 
existing intergovernmental arrangements, or proposals for change, 
has been whether or not such arrangements contribute to the vitality 
of State and local government. 


The growth of government 


The role of government, both in a regulatory capacity and in pro- 
viding services, has expanded greatly since the turn of the century. 
While most of the newer governmental activities have been under- 
taken at the Federal level, the responsibilities of State and local 
governments have also increased. In 1902 general governmental 
expenditures totaled approximately $1.5 billion, of which the Federal 
Government spent $485 million, the States $177 million and local 
governments $828 million. By 1956 total expenditures had increased 
to approximately $99.9 billion, of which the Federal Government 
spent $66.5 billion, the States $15.6 billion, and localities $17.8 billion, 
respectively, from their own revenue sources. (See appendix table 1.) 

However, Federal expenditures devoted to defense and war-related 
activities (including national security, veterans’ benefits, and interest 
on debt created for war and defense purposes) amounted to nearly 
$52 billion, or 78 percent of the total Federal budget, in the fiscal 
year 1956. (See appendix table 2.) The components of the budget 
not directly related to war and defense, including Federal grant pro- 
grams, increased from an estimated $9.2 billion to $14.5 billion during 
the years 1946-56, a period in which the general expenditures of 
State and local governments more than tripled. 


Factors influencing the expansion of governmental activities 


Tremendous social, economic, and technological changes have taken 
place in the United States in recent decades. One of the most 
striking of these is the phenominal growth of our population. Between 
1900 and 1958 the Nation’s population increased from 76 million to 
173 million. 

The growth of population has"been accompanied by the transforma- 
tion of the basic character of our country from rural to urban. In 
1900, 60 percent of the population of the country was rural; by 1950, 
64 percent of the American people were living in urban areas. This 
“coediage in urbanism has meant an increase in the number and size of 
arge cities, together with the development of complex metropolitan 
areas that more nearly represent economic units than political entities. 

Also associated with the trend toward urban (including suburban) 
living is the great industrialization and technological progress that has 
taken place. Inventions and their commercial application, particu- 
larly in the fields of transportation and communications, have con- 
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tributed both to higher living standards and to the development of a 
highly specialized and intecleaias society. 

The growth of a predominantly urban-industrial economy in place 
of the earlier and relatively self-sufficient agricultural economy lala 
explain the demand for more government services as well as the ex- 
pansion of government regulatory activities. Public services such as 
fire and police protection, sanitation services, sewage disposal, water 
supply and recreational facilities are among the basic necessities of the 
densely populated city. These, however, are things which in the past 
were largely furnished by the farmer himself. 

In discussing the factors that have influenced the growth of big 
government we should not overlook, of course, the significant roles of 
war, national defense requirements, and economic depression. It is 
quite obvious today, with major national security expenditures alone 
consuming more than three-fifths of the Federal budget, that interna- 
tional tensions and the threat of war are principally responsible for the 
size of the Federal Government and the scope of its activities. 


The need for flexible federalism 


An age of vast and rapid technological change demands great 
adaptability of social institutions. Changing conditions give rise to 
new governmental activities and these, in turn, necessitate interlevel 
adjustments in a federal system. The need for a flexible Federal- 
State relationship in a dynamic society was well expressed by Woodrow 
Wilson half a centry ago. Writing in 1908 Wilson said: 


The question of the relation of the States to the Federal 
Government is the cardinal question of our constitutional 
system. At every turn of our national development we have 
been brought face to face with it, and no definition either of 
statesmen or of judges has ever quieted or decided it. It 
cannot, indeed, be settled by the opinion of any one genera- 
tion because it is a question of growth, and every successive 
stage of our political and economic dev elopment gives it a 
new aspect, makes it a new question.’ 


Our federal form of government is not an easy mechanism to operate. 
Constant study and effort are required to maintain the most effective 
balance and coordination of its parts. As a desirable goal, the sub- 
committee believes the responsibility for public service in our federal 
system should be decentralized to the maximum extent consistent with 
the maintenance of responsible and effective government for the 
American people. 


1 Constitutional Government in the United States (New York, Columbia University Press, 1911), p. 173. 














CHAPTER I 
SCOPE AND METHOD OF STUDY 


After receiving the » report of the Commission on Intergovernmental 
Relations in mid-1955, the subcommittee initiated studies to obtain the 
necessary data for eveheaiing the Commission’s findings and recom- 
mendations. 


QUESTIONNAIRE SURVEYS 


As a first step, questionnaires were developed, and distributed in 
December 1955, to obtain the views both of the Federal executive 
agencies and of State and local officials on basic questions concerning 
Federal inter rgovernmental programs and Federal-State-local co- 
operation. In this inquiry, one questionnaire was developed for the 
Federal departments and agencies, another for State governors, 
mayors, and county officials. 

The replies received from the Federal departments and agencies, 
including detailed program descriptions and the views of each depart- 
ment or agency on. the applicable recommendations of the Com- 
mission, were compiled and printed as a subcommittee staff document 
in August 1956. 

The questionnaire replies received from the officials of State and 
local governments were compiled and printed, together with a sum- 
mary analysis, as the Sixth Report of the Committee on Government 
Operations in June 1957. In this survey governors, mayors, and 
county officials were asked their views on the desirability of re- 
allocating responsibility or control for intergovernmental programs; 
in the event a respondent believed such reallocation desirable, inquiry 
was made as to whether the level of government to which he believed 
functions should be transferred is able and willing to perform them 
adequately. 


PUBLIC HEARINGS 


Early in 1957 the subcommittee decided to hold a number of regional 
hearings throughout the country for the purpose of giving more inten- 
sive consideration to the views of State, city, and county officials on 
problems of intergovernmental relationships. It was felt that regional 
hearings would serve not only as an effective means of obtaining 
reliable information on Federal-State-local relations, but also to stimu- 
late public thinking and dramatize the issues involved in this important 
field. 

In preparation for its field hearings, the subcommittee arranged 
several days of hearings in Washington during the last week in July 
in order to obtain testimony from. well- qualified persons as to the 
specific problems and issues requiring particular attention. The per- 
sons invited to testify at that time included former members of the 
Commission on Intergovernmental Relations, spokesmen for the large 
national organizations that represent business, industry, farm, and 
labor interests, and representatives of the professional associations 
that serve State and local governments. 

5 
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The subcommittee’s regional hearings were planned to obtain testi- 
money from all 48 governors and from a representative sample of 
State legislative leaders, mayors, and county officials. Each of the 
witnesses was sent a questionnaire containing the basic problems to 
be considered in the hearings, and the governors, in addition, were 
sent for their evaluation a list of suggested approaches for improving 
the operation of existing Federal grant-in-aid programs. These ques- 
tionnaires appear as exhibits in appendix A. 

Every effort was made by the subcommittee to encourage the per- 
sonal participation of State and local officials in these field hearings. 
In the event a governor was unable to attend one of the regional 
hearings, the subcommittee offered to arrange for a special hearing 
in Washington at his convenience. Any State or local official who 
could not appear personally before the subcommittee was invited to 
submit a statement instead. 

The following regional hearings were held by the subcommittee in 
1957: 

Boston, Mass.: September 30, October 1. 
New York, N. Y.: October 2, 3, 4, 7. 
Chicago, Ill.: October 16, 17, 18. 
Kansas City, Mo.: October 21, 22. 
Denver, Colo.: October 24, 25. 

San Francisco, Calif.: October 28, 29. 
New Orleans, La.: November 18, 19. 
Raleigh, N. C.: December 10, 11. 


In addition, the subcommittee held a special hearing in Miami, Fla., 
on November 21 and 22, 1957, to study the unusual metropolitan area 
form of government which had rec ently been adopted for Dade County. 

An informal discussion meeting with State legislators, local public 
officials, and private citizens was held in Hartford, Conn., on October 
1, 1957, while the subcommittee was en route from Boston to New 
York City. 

In the course of its field hearings, the subcommittee heard 125 
witnesses and compiled more than 3,500 pages of testimony. Addi- 
tional statements were filed by some of these witnesses. Statements 
were also received from a number of State and local officials who were 
unable to appear at the hearings. 

Upon completion of the regional hearings, interested private organ- 
izations and individuals were afforded the opportunity both to submit 
statements and to appear before the subcommittee. Hearings for 
this purpose were held in Washington on February 24 and 25, 1958. 

On February 18, 1958, the cochairman of the Joint Federal-State 
Action Committee, Secretary of the Treasury Robert B. Anderson 
and Gov. Lane Dwinell, of New Hampshire, appeared before the 
subcommittee in a public hearing to present their Committee’s recom- 
mendations for transferring certain program responsibilities and a 
tax source from the Federal Government to the States. 

As the final stage in its current study of intergovernmental rela- 
tionships, the subcommittee arranged to hear witnesses from the 
Federal departments and agencies administering the major grant-in- 
aid programs. These hearings, designed to examine the functioning 
of the grant programs in the light of the data collected from State and 
local government officials in regional hearings and by questionnaire, 
were held in the spring of 1958. 











CHAPTER II 
FEDERAL GRANT-IN-AID PROGRAMS 
GRANT CHARACTERISTICS 


As used in this report, a grant-in-aid is the payment of funds by one 
level of government to be expended by another level for a specified 
purpose, usually on a matching basis and in accordance with pre- 
scribed standards and requirements. This definition corresponds, 
generally, with the concept of a grant-in-aid used by the Commission 
on Intergovernmental Relations and with the United States Bureau 
of the Budget and Treasury Department classifications. 

The category of grants-in-aid excludes Federal assistance in the 
form of shared revenues, loans, and payments directly to individuals. 
It also excludes some w holly Federal responsibilities where the States 
act as agent of the Federal Government on a reimbursable basis (for 
example, the administration of unemployment compensation for 
Federal employees and veterans) and programs in which technical 
assistance or cooperation rather than financial aid are involved. 
Payments to the States for the National Guard are treated as reim- 
bursement for participation in a Federal responsibility and, therefore, 
are excluded from the grant classification. Federal grants are ordi- 
narily in the form of money payments, the principal exception being 
the donation of surplus agricultural commodities. 

A few grant programs permit aid to private, nonprofit agencies and 
institutions, as well as to units of government; grants for the construc- 
tion of hospitals and other medical facilities illustrate this arrangement. 
In the administration of the hospital-construction program, however, a 
State agency assumes responsibility for the development and supervi- 
sion of a statewide plan which includes private as well as public 
participants. 

Excluded from the grant-in-aid classification is a substantial and 
growing category of Federal grants which are awarded directly and 
on similar terms to all qualifying applicants, whether public or private. 
These include research and training erants administered by the Na- 
tional Science Foundation and the National Institutes of Health, as 
well as grants administered by the Public Health Service for such 
purposes as air-pollution control and the construction of health- 
research facilities. It should be noted that publicly controlled institu- 
tions and agencies received a sizable share of these Federal funds. 
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TABLE 1.—Federal grants-in-aid to State and local governments, 1957 























1 Fiscal-year expenditures reported by Bureau of the Budget. 


2 Program discontinued July 31, 























Year Federal department or agency ad- Amount of 
Program estab- ministering program grant, 1957! 
lished 
Aid to State soldiers’ homes...-........... 1888 | Veterans’ Administration...........-- $5, 680, 529 
Agricultural extension work-.............. 1914 Department of Agriculture__.......... 49, 787, 806 
Agricultural marketing services........... 1946 j..... nc dhdbiumndeidddddeuaeanebakaiaina’ 1, 160, 000 
Agricultural research....................-.. ae Rindiceipndhcadtibboinbennsencun a 28, 829, 098 
Alpers comstruction...................-.... 1946 Department of Commerce--........-.- 20, 629, 109 
Assistance to State marine schools. .-._...- a icc tre atee nceenbedasedank 292, 523 
Child-welfare services_.................... 1935 | Department of Health, Education, 7, 920, 150 
and Welfare. 
Civil-defense contributions_..............- 1950 Federal Civil Defense Administration. 8, 647, 943 
Crippled children’s services..........-..-. | 1935 | Department of Health, Education, 14, 834, 964 
| and Welfare. 
Defense community facilities and services 2| 1951 Housing and Home Finance Agency -- 653, 943 
Distribution of educational materials for 1879 iin winidabetancimiasbdenen nid bidet 230, 000 
the blind. 
a of surplus agricultural com- 1933 Department of Agriculture._........_- 214, 806, 094 
modities. 
Employment service and unemployment | 41933 | Department of Labor_................ 248, 315, 752 
compensation administration. 
Fish and Wildlife restoration and manage- | § 1937 Department of the Interior_........._- 15, 739, 837 
ment. | 
Flood prevention and watershed pro-| 1954 Department of Agriculture..........-- 13, 207, 942 
tection. 
Highway construction. ................... } 1916 Department of Commerce..........-.. 952, 556, 601 
Hospital and medical facilities survey | 1946 Department of Health, Education 672 "992, 774 
and construction. — Welfare. 
Library services for rural areas_..........- NY Rican cacao eects iiaaieatmiaceticseuneenenaesoal 1, 440, 000 
Major disaster reliel..... .....c..cccnccccncs] 1047 | Federal Civil Defense Administration. 10, 166, 417 
Maternal and child health services.......- |71935 | Department of Health, Education, 15, 497, 506 
|} and Welfare 
Poliomyelitis vaccination §................ 1955 |..... Whiskcedssnxechudsintnaneceees 30, 056, 17 4 
| — — 
IG hin tiie cadcccadesd | 1935 = ite Ale ee eee SS 1, 556, 422, 423 
ce 
og Eee | 3088 eek MLSs hocacontidendaudechbaaaitied 973, 117, 091 
Aid to dependent children. __.......-- = er ictihistickncnouedeentadenaadie obae 435, 632, 203 
Aid to the permanently and totally | 1950 |..--- liaaainsnusccnnncn aamaiickatanenet ae 106, 927, 775 
disabled. 
SS aE ee 1935 |----- (OG cicvninascteisndtassialioknede 40, 745, 354 
Public-health services...............-.-... | a CDiidsve Viki tenia taevekhensenndiaiad 26, 392, 111 
estos mamiiaaieiee 
aida ttseee Bee RG Aes. nasadidnaiddatwceeue 12, 509, 170 
Tuberculosis control.............-.... SO cial | ea a ee 4, 485, 949 
PET TEE ict cirdrcbeieicwtiehae nee «a WG cceUhesin ideas Rhee neasonamie 3, 949, 845 
CD CORI i cid bin seiantehiscsene 1948 |...-. NA cs ceasidin hii anak witeekiaaniniedi 2, 235, 318 
Heart-disease control_................. | oe Aewowd aa a ae 1, 987, 983 
Venereal-disease control.............-.- . RS 026 is ink Knick daewndcewessodemned 5 223, 846 
Public housing, low-rent (contributions) -_.| 1937 Housing and Home Finance Agency - - ~~ 86, 687 687, 106 
Resident instruction in land-grant colleges.|!© 1890 Daas of Health, Education, 5, 051, 500 
and Welfare. 
School construction in federally affected i ee Dkcnndestanctataunaticnceianiied 67, 068, 366 
areas. 
School operation and maintenance in ee Lock WR is ows ntecbacsqnatankdeunecs 93, 194, 675 
federally affected areas. 
CU cntithicmncinmctdepecbonanwess }11 1933 97, 790, 965 
SRI WMI bio acini 5 bhi ccdiadecenasene | 1954 56, 571, 734 
Slum clearance and girban renewal (capi- 1949 Housing and Home F inance Agency... 29, 621, 634 
tal grants). | | 
State and private forestry cooperation__... 1911 Department of Agriculture__-.......-- 10, 831, 556 
J. 1 eee cana 1954 | Housing and Home Finance Agency-- 650, 854 
Vocational education _.-..............---| 1917 | Department of Health, Education, 37, 582, 036 
| | and Welfare. 
Vocational rehabilitation -_ ----- i See fexcna SS sg bere cgusecdusecanns tedaaent 34, 228, 823 
Waste-treatment facilities__----- eae 1956 SS bie he cas od Sa Suntan 12 843, 735 
Water-pollution control...........-..-.--- e BEOO Necaas _ See onic i mach tc dae gee Cas 1, 683, 331 


1955; expenditure represents disbursement on previous commitments. 


3 Operated by American Printing House for the Blind, a private, nonprofit corporation accountable to 
the Department of Health, Education, and Welfare for its use of Federal funds. 
4 Employment service administration, 1933; unemployment compensation administration, 1935. 


§ Wildlife restoration, 1937; 


fish restoration, 1950. 


6 Of this amount, $39,327,118 was granted for construction of private, nonprofit institutions. 
7 Grants for this purpose were initiated by Sheppard-Towner Act of 1921 but discontinued in 1929. 


8 Program terminated June 30, 1957. 


* Grants for control of venereal disease were initiated by the Chamberlain-Kahn Act of 1918, but dis- 


continued after a few years. 


10 Established as a continuing program of annual cash grants by the Morrill Act of 1890. The Ist Morrill 
Act in 1862 provided a nonrecurring land grant. 


11 Originated in 1933 as part of emergency relief program. 


grants (supplemented by commodity donations) in 1946. 
$50,000,000. 


12 New program; annual authorization is 


4 Grants were made previously for the years 1950 through 1952 under a 1948 act. 


Established as a continuing program of cash 
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Table 1 itemizes the Federal grants-in-aid for the fiscal year 1957. 
These range in amount from $230,000 for educational materials for 
the blind to approximately $1.6 billion for public assistance. Four 
of the grant programs (public assistance, highway construction, 
employment service and unemployment compensation administra- 
tion, and donated surplus agricultural commodities) accounted for 
approximately 75 percent of total grant expenditures. The sub- 
committee’s listing does not show a few grants for purposes confined 
to a single State or locality, such as the drainage of anthracite mines 
in Pennsylvania. 

A brief description of each Federal grant program now in existence 
is presented below. 


INDIVIDUAL GRANT PROGRAMS 


Aid to State soldiers’ homes 


An act of 1888, as amended, authorizes payment to the States of 
$700 a year, or one-half of the per capita cost of maintenance if this 
amount is less than $700, for each veteran cared for in a State soldiers’ 
home who is eligible for hospital treatment or domiciliary care by the 
Veterans’ Administration. 


Agricultural extension work 


The Smith-Lever Act of 1914 authorized the establishment of 
cooperative agricultural extension work, and supplementary acts have 
provided additional appropriations and broadened the original benefits. 
Cooperative extension work is intended to provide instruction and 
practical demonstration in agriculture, home economics and related 
subjects to persons not attending or resident in the land-grant colleges. 
The program ‘is administered by the United States Department of 
Agriculture’s Federal Extension Service and conducted by the State 
extension services (affiliated with the land-grant colleges). Funds 
are used largely for the employment of county extension agents who 
work with rural families, marketing concerns, and others. Grants 
are allotted annually to the States, principally on the basis of farm 
and rural population and to a limited extent on the basis of special 
problems and needs. Federal payments must be matched by funds 
from within the State. 


Agricultural marketing services 

Under the Agricultural Marketing Act of 1946, grants are made to 
the States for facilitating projects to improve the marketing and 
distribution of agricultural products. These grants, which must be 
matched by equal amounts of State money, are allotted on an indi- 
vidual project basis rather than by formula. Complete discretion 
rests with the Secretary of Agriculture in determining which projects 
proposed by the States are to receive Federal assistance. 


Agricultural research 


A number of Federal statutes, beginning with the Hatch Act of 
1887, authorize Federal grants for the purpose of aiding scientific 
investigation and experiment with respect to the principles and 
applications of agricultural science, and for disseminating the results 
of such researches. Agricultural science has been broadly defined 
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to include economic and sociological research for the improvement of 
rural life. Federal grants are made to the State agricultural experi- 
ment stations, all but two of which are under the governing boards 
of the land- -grant colleges and universities. Federal funds are allotted 
partly in equal amounts to each State, partly in relation to rural and 
farm population, and partly for partic ipation in cooperative regional 
research. Certain portions of the grant must be matched by “State 
funds. Currently the States are contributing on the average about 
$3 for each $1 of Federal grants received. The program is admin- 
istered by the Department of Agriculture. 
Airport construction 

The program of Federal aid to airports was initiated by the Federal 
Airport Act of 1946 to establish, in conformity with the national 
airport plan, a nationwide system of public airports adequate to meet 
the present and future needs of civil aviation. The national airport 
plan is an annually revised statement of required airport development 
and construction projects. Only projects sponsored by public agencies 
and included in the plan are eligible for Federal grants. The Federal 
appropriation is apportioned among the States 75 percent on the basis 
of population and land area and the remaining 25 percent at the 
discretion of the Civil Aeronautics Administrator. The program is 
administered by the Civil Aeronautics Administration in the Depart- 
ment of Commerce. 


Assistance to State marine schools 

Annual grants are made to New York, Massachusetts, Maine, and 
California to assist these States in maintaining academies for training 
officers to serve in the American merchant marine. In addition to 
administering financial aid, the Maritime Administration in the De- 
partment of Commerce is authorized to furnish and repair suitable 
training vessels and to pay certain maintenance allowances and fees 
for students. 
Child welfare services 

This program, established by the Social Security Act of 1935, is 
intended to assist the State public welfare agencies in establishing, 
extending and strengthening, especially in predominantly rural areas, 
public welfare service for the protection and care of homeless, depend- 
ent and neglected children, and children in danger of becoming 
delinquent. The program also provides services for the return of 
runaway children. Each State receives a uniform grant plus a share 
of the remaining appropriation determined on the basis of the State’s 
rural population under 18 years. Although Federal grants under 
this program are not required to be matched, the Federal funds are 
intended to cover only a part of the total cost of child welfare services 
in the States. The program is administered by the Children’s Bureau 
in the Department of Health, Education, and Welfare. 


Civil defense contributions 

The Federal Civil Defense Act of 1950, as amended, authorizes 
financial contributions to the States for civil-defense purposes on the 
basis of programs and projects approved by the Federal Civil Defense 
Administrator. Objectives of the Federal contributions program are 
to assist the States and their political subdivisions in acquiring essen- 
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tial civil-defense materials and equipment and to assist them in the 
training of civil-defense workers. Contributions have been made for 
equipment and training in the fields of warning, communications, 
engineering, evacuation, fire control, health, police service, public 
information and education, and rescue and welfare service. Federal 
contributions are made to the States on the basis of individual project 
applications and must be matched on a 50-50 basis. 


Crippled children’s services 


This program, established by the Social Security Act of 1935, is in- 
tended to assist the States to extend and i improve (especially in rural 
areas and areas suffering from severe economic distress) services for 
locating crippled children and for providing medical, surgical, correc- 
tive and other services and care, as well as facilities for diagnosis, 
hospitalization and aftercare, for children who are crippled or who are 
suffering from conditions which lead to crippling. The definition of a 
crippling condition is determined by each State; within that definition 
the State agency indicates the types of conditions it accepts for care. 
The Federal appropriation is equally divided into two funds. Fund 
A is apportioned by equal grants to each State, and the remainder 
prorated according to the number of children under 21 years of age. 
Twenty-five percent of fund B is reserved for special projects, while 
the remainder is apportioned according to the financial need of each 
State for assistance in carrying out its approved plan. Fund A grants 
must be matched dollar for dollar. The program is administered by 


the Children’s Bureau in the Department of Health, Education, and 
Welfare. 


Distribution of educational materials for the blind 

Federal support for the manufacture and distribution of books and 
teaching materials for the education of the blind was instituted in 1879. 
Until 1956 these materials were available only to students enrolled in 
special public school classes for the blind; under the recent amend- 
ment all blind children attending public schools are eligible to receive 
these aids. The American Printing House for the Blind, a private 
nonprofit corporation, operates the program under the supervision of 
the Department of Health, Education, and Welfare. Funds are 
credited to public schools for the blind and to State departments of 
education in proporttion to the number of blind students registered 
in the public schools; books and materials are shipped by the Printin 
House in the amount of the funds credited. Matching of Federal 
funds is not required. 


Donation of surplus agricutural commodities 


Beginning with the various agricultural assistance and emergency 
relief acts in 1933, the program for donation of Government-owned 
surplus foods to eligible outlets has been primarily a byproduct of 
programs to stabilize agricultural prices by price-support and surplus- 
removal operations. Under this program the Department of Agri- 
culture provides State agencies with surplus foods for distribution to 
the nonprofit school lunch program and to needy persons in charitable 
institutions and family units. Distribution of Government-acquired 
surplus foods to schools, charitable institutions, and needy families 
is carried out under agreements with State agencies which act as 
distributing agents for the Department of Agriculture. The Federal 
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Government assumes the cost of any necessary processing and of 
transpor ting commodities to central receiving points within the States. 
State agencies then arrange for all phases of intrastate distribution. 


Employment service and unemployment compensation administration 


The employment security system is comprised of the separate but 
related activities of unemployment compensation and employment 
services. Federal grants to the States for the support of public em- 
ployment offices were introduced by the Wagner-Peyser Act of 1933. 
Under the Social Security Act of 1935, the States were encouraged 
by the enactment of a tax credit plan to establish unemployment 
compensation programs conforming to certain broad Federal stand- 
ards. A Federal unemployment tax of 3 percent was levied, with 
certain exceptions, on the payrolls of employers of 8 or more persons 
(now 4 or more), and a credit of up to 90 percent of this tax was 
allowed employers covered by State laws meeting the requirements 
of the Federal act. Each State pays benefits to eligible unemployed 
workers from a special State trust fund in which payroll taxes con- 
tributed by employers (and also by employees in two States) are 
deposited. The cost of operating each State’s employment security 
agency, which administers both the unemployment compensation and 
employment service functions, is paid entirely by the grant financed 
from the Federal Government’s three-tenths of 1 percent share of the 
payroll tax. The program is administered by the Bureau of Employ- 
ment Security in the Department of Labor. 


Fish and wildlife restoration and management 


The Federal Aid in Wildlife Restoration (Pittman-Robertson) Act 
of 1937 and the Federal Aid in Fish Restoration (Dingell-Johnson) 
Act of 1950 form the basis for grant programs administered jointly by 
the Fish and Wildlife Service of the Department of the Interior. 
States frequently submit single projects in which the costs are prorated 
between these companion programs. In the fish restoration program, 
Federal grants are provided to the State fish and game departments for 
carrying out sportfish restoration and management. The types of 
approvable activities are research into problems of fish management 
and culture, restoration and improvement of habitat, acquisition 
of lands and waters, and the maintenance of completed projects. 
Funds for the program are derived from a 10-percent excise tax on 
sport-fishing equipment and are allotted to the States on the basis of 
both area and the number of licensed fishermen. The wildlife restora- 
tion program includes, among approved activities, the restoration and 
improvement of lands and waters for wildlife habitat, ac quisition of 
lands to be used for Federal resting or breeding grounds, research into 
the problems of wildlife management, and the maintenance of com- 
pleted projects. Funds for carrying out the program, derived from an 
11-percent excise tax on firearms and ammunition, are allotted in 
relation to the land area and the number of paid hunting license holders 
in each State. The Federal share of project costs is limited to 75 
percent in both of these programs. 


Flood prevention and watershed protection 


Under the Watershed Protection and Flood Prevention Act of 1954, 
the Federal Government cooperates with “local organizations” 
(States and their political subdivisions such as soil-conservation dis- 
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tricts, flood-control districts, counties and municipalities) for the 
purpose of making full use of water resources, preventing erosion, and 
reducing damages from floodwater and sediment in small watersheds. 
The program is intended to be an integral part of the total soil and 
water conservation program of the Nation and to round out the flood- 
control program by applying water-control measures on upstream 
watershed lands where the water first falls. The Federal Government 
shares the cost of installing works of improvement in accordance with 
a work plan developed for each watershed project. The amount of 
the Federal share of improvement costs varies with the purposes of 
each project and the nature of the benefits. The Soil Conservation 
Service of the Department of Agriculture administers the program. 


Highway construction ‘ 


Commencing with the Federal-Aid Road Act of 1916, the Federa 
Government has assisted the States in the construction of highways. 
Funds are provided for projects on designated Federal-aid highway 
systems: The primary system, the secondary system, extensions of the 
primary and secondary systems within urban areas, and the National 
System of Interstate and Defense Highways. Funds authorized by 
the Congress are apportioned to the States, on a matching basis, in 
accordance with formulas involving the factors of area, population, 
and road mileage. However, commencing with the Sondvcdas 1960 
funds for the National System of Interstate and Defense Highways 
will be apportioned among the States in the ratio which the estimated 
cost of completing such System in each State bears to the sum of the 
estimated cost of completing the System in all of the States. For 
primary, secondary, and urban funds, the regular matching ratio is 
50 percent Federal funds to 50 percent State funds, with increased 
Federal participation in States having large areas in public lands and 
nontaxable Indian lands; for the additional funds authorized for the 
fiscal year 1959 the Federal share is increased to two-thirds of project 
costs. The matching ratio for the Interstate System is 90 percent 
Federal funds to 10 percent State funds, with a larger share applicable 
to the public-lands States and to States which agree to control outdoor 
advertising in areas adjacent to the Interstate System. The program 


is administered by the Bureau of Public Roads in the Department of 
Commerce. 


Hospital and medical facilities survey and construction 


Grants for hospital survey and construction purposes were first 
authorized by the Hospital Survey and Construction Act of 1946. 
The Hill-Burton Act provided Federal funds for the construction of 
public-health centers and four types of public and other nonprofit 
hospitals: General, tubercular, mental, and chronic disease. The 
Medical Facilities Survey and Construction Act of 1954 expanded 
the scope of the program to include four additional categories of 
medical facilities: Diagnostic or treatment centers, hospitals for the 
chronically ill and impaired, rehabilitation facilities, and nursing 
homes. Survey and planning grants are allotted to the States on a 
population basis, while funds for construction are allotted by a formula 
which takes into account both population and State per capita 
income. The amount of matching funds required is also related to 
a State’s per capita income. The program is administered by the 
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Public Health Service, Department of Health, Education, and 
Welfare. 


Library services for rural areas 

This program, authorized by the Library Services Act of 1956, is 
intended to stimulate the States to extend public library services to 
rural areas without such services or with inadequate services. Federal 
grants must be matched by State or local government funds in amounts 
varying with a State’s fiscal ability. Each State is required to submit 
a plan of operation for approval by the Commissioner of Education, 
Department of Health, Education, and Welfare. 
Major disaster relief 

Under the first Federal major disaster relief law enacted in 1947, 
surplus property was granted or loaned to stricken areas. With the 
depletion of available surplus property, it became increasingly neces- 
sary for the President to allocate money for disaster relief from 
emergency funds. The enactment of Public Law 875 in 1950 author- 
ized a specific fund for making contributions to State and local 
governments to alleviate suffering from major disasters and to effect 
temporary repair or replacement of essential public facilities. In 
addition to monetary assistance, surplus commodities, property, and 
services may also be donated. Public Law 875 does not define a 
major disaster or establish criteria for the distribution of assistance. 
The law requires only that State and local governments shall spend a 
reasonable amount of their own funds for disaster relief purposes. 
Before assistance can be provided, however, the governor must certify 
the need for Federal aid, and the President must declare the disaster 
to be of sufficient magnitude to warrant Federal help. The admin- 
istration of disaster relief was transferred to the Federal Civil Defense 
Administration by Executive Order 10427 in 1953. 


Maternal and child health services 


The purpose of this program, established by the Social Security 
Act of 1935, is to enable each State to extend and improve services 
for promoting the health of mothers and children, especially in rural 
areas and areas suffering from severe economic distress. While the 
program is primarily one of preventive health services, medical care 
is also a feature in some of the States. The Federal appropriation is 
equally divided into two funds. Fund A is apportioned partly by an 
equal grant to each State and partly in proportion to the number of 
live births. After reserving an amount for special projects, fund B 
is apportioned according to the need of each State for financial 

assistance in carrying out its approved plan. Fund A grants must 
be matched dollar for dollar. The program is administered by the 
Children’s Bureau in the Department of Health, Education, and 


Welfare. 


Public assistance 


Under the Social Security Act of 1935, as amended, the Federal 
Government shares with the States the cost of furnishing financial 
assistance to needy persons who are aged, blind, or permanently and 
totally disabled, and to dependent children living i in the home of a 
parent or close relative and who are deprived of parental support or 
care by reason of the death, ated absence from the home, or 
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physical or mental incapacity of a parent. Public assistance is in- 
tended to supplement the needy person’s resources to enable him to 
secure the necessities of life. The programs are administered by the 
States under State laws. Each State establishes its own eligibility 
requirements and its own standards of need and amount of payment 
subject to certain Federal conditions. The Federal grant is open end, 
with the amount of the Federal share depending upon each State’s 
expenditures under an approved operating plan. The program is 
administered by the Bureau of Public Assistance in the Department 
of Health, Education, and Welfare. 
Public health services 

Continuing Federal grants for public health activities were inaugu- 
rated under the Social Security Act of 1935. Grants for the control 
of venereal disease were initiated earlier by the Chamberlain-Kahn 
Act of 1918 but were discontinued after a few years. The Public 
Health Service Act of 1944, consolidating and expanding previous 
public health legislation, is now the basic public health statute. 
Grants are made to assist the States and their political subdivisions 
to maintain adequate programs for general health and in five specific 
categories: Cancer control, heart-disease control, mental health, 
tuberculosis control, and venereal-disease control. Funds are allotted 
to the States for each category except venereal disease on the basis 
of formulas which take into account population, the extent of the 
particular health problem, and State per capita income. Funds for 
venereal disease control are granted on a project basis at the discretion 
of the Surgeon General and do not require matching. Grants for all 
other categories except tuberculosis must be matched by the expendi- 
ture of 1 dollar from State or local sources for every 2 Federal dollars. 
In the tuberculosis category, dollar-for-dollar matching is required. 
The program is administered by the Public Health Service, Depart- 
ment of Health, Education, and Welfare. 


Public housing, low-rent 


The United States Housing Act of 1937, as amended, is the statutory 
basis for the low-rent public housing program. Under the program, 
local housing authorities initiate, plan, build, own and operate low- 
rent public housing projects under authorizing State statutes and with 
Federal financial aid in the form of loans and annual contributions. 
The annual contribution, legally limited (under contracts entered into 
pursuant to 1949 amendments) to a period of 40 years, constitutes 
the Federal subsidy which, up to a fixed maximum, makes up the 
difference between the cost of operating a project and the rents which 
the low-income tenants can afford to pay. The purpose of the pro- 
gram is to provide a minimum of decent, safe, and sanitary housing 
for families who cannot afford to rent such housing provided by private 
enterprise. The Public Housing Administration in the Housing and 
Home Finance Agency approves projects on the basis of the local 
need for low-rent housing. 


Resident instruction in land-grant colleges 

The first Morrill Act in 1862 made grants of public lands to the 
States, the proceeds of which were used to endow colleges of agri- 
culture and the mechanic arts. Under the terms of the second Morrill 
Act of 1890, and supplemental acts, the Federal Government appro- 
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priates funds annually to be used for purposes of resident instruction 
and facilities for instruction in the 68 land-grant colleges and universi- 
ties. The Federal grant is allotted partly in equal amounts to each 
State and partly on the basis of population; State matching is not 
required. The program is administered by the Office of Education, 
Department of Health, Education, and Welfare. 


School construction in federally affected areas 


In 1950 Congress enacted Public Law 815 to provide financial 
assistance for emergency school construction in areas where Federal 
activities had overburdened local school facilities and where local 
taxable resources were reduced because of Federal ownership of real 
property. At the same time, Congress enacted Public Law 874 to 
provide assistance for the operation and maintenance of schools in 
such areas. Originally enacted as a temporary measure, the con- 
struction program has been extended several times and modified 
somewhat in formula and content. Funds are distributed to eligible 
school districts, upon application, by a formula under which the 
Federal share of State average per pupil construction costs is deter- 
mined by the number of federally connected pupils whose parents 
either live or are employed on Federal property, or both, or have come 
into the community to accept employment in Federal activities carried 
on directly or through a contractor. Federal funds may be used only 
for the construction of “minimum”’ school facilities; local funds make 
up any difference between the total cost of a project and the allowable 
Federal share. The program is administered by the Office of Educa- 
tion, Department of Health, Education, and Welfare. 


School operation and maintenance in federally affected areas 


Public Law 874 was enacted in 1950 to provide for payments to 
school districts for current operating expenses in areas where Federal 
activities have imposed a financial burden due to substantial increases 
in enrollments resulting from Federal activities and a reduction in 
taxable resources because of Federal ownership of real property. At 
the same time, Congress enacted Public Law 815 to provide aid for 
school construction in such areas. Funds are distributed to eligible 
school districts, upon application, in relation to the number of school- 
children whose attendance results from a Federal activity and the 
particular category (related to the degree of burden associated with 
the parent’s residence and/or employment on Federal property) in 
which pupils are counted. To be eligible for rete a school 
district must have certain percentages of its total attendance identi- 
fied with a Federal property or activity. Special payments are 
authorized for districts which have lost a substantial portion of their 
tax base because of Federal property acquisition since 1939, and for 
districts experiencing a sudden and substantial attendance increase 
and an unusual financial burden due to Federal defense contract 
activities. The program is administered by the Office of Education, 
Department of Health, Education, and Welfare. 


School lunch 
Under the National School Lunch Act of 1946, cash grants and 
commodity donations are made for nonprofit lunches served in public 


and private schools of high school grade or under. The purposes 
outlined in the act are to safeguard the health of the Nation’s children 








—_ Wwe 


FEDERAL-STATE-LOCAL RELATIONS 17 


and to encourage the consumption of agricultural products. School 
lunch programs also provide an outlet for food commodities acquired 
by the Department of Agriculture under market stabilization purchase 
programs. Federal funds, subject to matching, are allotted to the 
States by a statutory formula which takes into account the number of 
a State’s school-age children and its fiscal capacity as measured by per 
capita income. The program is operated according to the terms of an 
agreement between the State educational agency, which administers 
the program within the State, and the Department of Agriculture. 
The Department of Agriculture makes cash payments directly to 
nonprofit private schools in the 28 States and 2 Territories in which 
legal barriers prevent a State from doing so. 


Special milk 


Established by the Agricultural Act of 1954, the program is intended 
both to expand the market for fluid milk and to increase its consump- 
tion by children in nonprofit schools of high school grade and under 
and in nonprofit institutions devoted to the care and training of 
children. The amount of funds reserved for each State is based upon 
previous participation plus an allowance for program expansion. ‘The 
program is administered by agencies of the various States operating 
under an agreement with the Department of Agriculture, except 
where legal or other barriers make it necessary for the Department 
to directly administer the program. 


Slum clearance and urban renewal 


The Housing Act of 1949 (title 1), as amended, is the basis for the 
slum clearance and urban redevelopment activities of the Federal 
Government. The 1949 act was broadened by the Housing Act of 
1954 which authorized Federal assistance to local communities not 
only in the clearance and redevelopment of slum areas as originally 
provided, but also to help them in preventing the spread of slums and 
urban blight through the rehabilitation and conservation of blighted 
and deteriorating areas. Federal financial assistance is provided in 
the form of survey and planning advances, loans, and capital grants. 
The capital grants may finance up to two-thirds of the net project 
cost, or deficit, of each project. Localities are required to match these 
funds with at least one-third of the net costs, either in cash or in the 
form of land donations, public facilities such as school buildings, or 
other public improvements which are of direct benefit to the project. 
The Housing Act of 1957 established an alternative method of com- 
puting the capital grant on the basis of three-fourths of the net project 
cost when survey and planning and administrative expenses are not 
included in project cost. In addition, special demonstration grants 
are authorized to aid localities in developing, testing, and reporting on 
improved techniques for preventing and eliminating slums and urban 
blight. Federal financial assistance may be made available only to 
an authorized local public agency; such agencies generally derive their 
authority from specific State enabling acts or from amendments to 
State housing legislation. The program is administered by the Urban 
Renewal Administration in the Housing and Home Finance Agency. 


State and private forestry cooperation 


Federal cooperation in the suppression of forest fires began under 
the Weeks Act of 1911 and was strengthened and broadened to include 
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assistance in tree planting and forestry education under the Clarke- 
MeNary Act of 1924. Cooperation in forest management on farm 
woodlands began under the Norris-Doxey Farm Forestry Act of 1937, 
and this activity was broadened to include all private woodlands 
under the Cooperative Forest Management Act of 1950. The Depart- 
ment of Agriculture, through the Forest Service, provides assistance 
to the States for forest-fire protection and for encouraging reforesta- 
tion and good management of woodlands. Funds are allotted to the 
States principally by formula, but in part by a uniform grant and on a 
project basis. Federal grants must be matched dollar for dollar. 


Urban planning 


The Housing and Home Finance Administrator is authorized under 
the Housing Act of 1954, as amended, to make grants to State planning 
agencies for planning assistance to municipalities of less than 25,000 
population. The Administrator may also make grants to authorized 
State, metropolitan, or regional agencies for planning work in metro- 
politan and regional areas, and to municipalities and counties of at 
least 25,000 population which have suffered substantial damage as a 
result of a major disaster. Official planning agencies may also receive 
grants to plan for areas facing rapid urbanization as a result of Federal 
installations. In addition, grants may be made to State planning 
agencies to plan for localities affected by major disasters or by Federal 
installations. A grant may not exceed 50 percent of the estimated 
planning costs. 


Vocational education 


Grants for vocational education began under the Smith-Hughes 
Act of 1917 to help communities provide vocational training of “less 
than college grade in certain occupational fields. The program now 
provides gr ants to States for training in agriculture, distributive occu- 
pations, home economics, trades and industry, practical nursing, and 
fishery trades. Federal grants, which must be matched dollar for 
dollar, are allotted to the States by population formulas which differ 
with respect to the various training categories. The program is ad- 
ministered by the Office of Education, Department of Health, Educa- 
tion, and Welfare. 


Vocational rehabilitation 


Grants to assist the States to prepare disabled persons for gainful 
employment were initiated in 1920, but the program was substantially 
broadened by later legislative acts. Originally devoted to training, 
counseling, placement, and the provision “of artificial appliances, the 
program was expanded i in 1943 to include physical restoration services. 
The Vocational Rehabilitation Amendments of 1954 authorized further 
increases in the amount of Federal aid and, in addition, provided 
grants for encouraging the extension and improvement of services and 
for special projects. "The act requires the States gradually to assume 
a larger portion of the total cost so that the States’ share, which was 
approximately 34 percent in 1954, will be 50 percent by 1962. Funds 
for the support of rehabilitation services are allotted by a formula 
which takes into account State population and per capita income. 
The amount of matching funds required of each State is determined 
by its per capita income level in relation to other States. The pro- 
gram is administered by the Office of Vocational Rehabilitation, 
Department of Health, Education, and Welfare. 
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Waste treatment facilities 


Under the Federal Water Pollution Control Act of 1956, the Surgeon 
General of the Public Health Service is authorized to make grants to 
any State, interstate, municipal or intermunicipal agency for the 
construction of necessary treatment works to prevent the discharge 
of untreated or inadequately treated sewage or other waste into any 
waters. Such grants must be approved by the State pollution control 
agency and the Surgeon General. No grant is to exceed 30 percent 
of the estimated cost or $250,000, whichever is the smaller, and at 
least 50 percent of the funds are to be used for projects serving munici- 
palities of 125,000 population or under. Funds are allotted to the 
States on the basis of population and per capita income. 


Water pollution control 


Grants to State and interstate agencies to assist them in meeting 
the costs of establishing and maintaining adequate measures for the 
prevention and control of water pollution were authorized by the 
Federal Water Pollution Control Act of 1956. Federal grants had 
previously been authorized from 1950 through 1952 for studies and 
investigation of water pollution caused by industrial wastes. Funds 
are allotted to the States on the basis of population, the extent of the 
water pollution problem, and financial need. Matching requirements 
are related to each State’s per capita income level. The program is 
administered by the Public Health Service, Department of Health, 
Education, and Welfare. 





CHAPTER III 
THE ROLE OF GRANTS-IN-AID 
HISTORICAL DEVELOPMENT 


The beginnings of Federal aid can be traced back beyond the 
Constitution to the Ordinance of 1785, by which the Congress of the 
Confederation dedicated a section of every township in the Federal 
domain for the maintenance of public schools. A form of money grant 
appeared in 1836 when the cash surplus in the United States Treasury 
was apportioned as loans to the States but without expectation of 
repayment. With the passage of the Morrill Act of 1862, to assist 
the States in establishing and maintaining land-grant colleges, the 
grant took on new characteristics. The objectives of the grant were 
carefully spelled out, conditions were placed on the use of the revenue 
derived from the sale of granted lands, and annual reports were 
required. An annual grant was introduced in 1879 to provide educa- 
tional materials for the blind, and in 1887 the first annual money grant 
was authorized to help the States establish agricultural experiment 
stations. 

With relatively few exceptions, the earliest Federal grants were for 
educational purposes and most of these in the form of land. With the 
principal exception of surplus commodities, Federal grants initiated 
in the past 50 years have taken the form of money payments. In 
terms of size, highway aid was the dominant Federal grant from its 
inception in 1916 until the mid-1930’s, when the depression shifted 
the emphasis of Federal assistance to the public welfare field. 

The passage of the Smith-Lever Act in 1914 is usually regarded as 
the beginning of the modern grant period. This program, providing 
for cooperative agricultural extension work, introduced such new 
features as an apportionment formula, equal State matching of the 
Federal grant, and advance Federal approval of State plans. Similar 
conditions were attached to the much larger highway program estab- 
lished 2 years later. 

Subsequent grant legislation has brought further refinements. 
Grants for such purposes as public assistance, public health services; 
and unemployment compensation administration—all authorized by 
the Social Security Act of 1935—provide for extensive Federal 
administrative supervision, including the requirement that State and 
local personnel participating in these programs must be covered by 
merit systems. Another new and significant feature, associated with 
grant programs started or modified in the past decade, is the recogni- 
tion of differing State fiscal capacities in the application of allotment 
and matching formulas. In grants for hospital construction, school 
lunches, public health, and vocational rehabilitation, for example, the 
Federal Government assumes more of the financial burden in the lower- 
income States than in the wealthier States. 
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It can be seen from table 1 that a substantial number of the existing 
grant programs originated during or immediately following the two 
World Wars and the depression of the 1930’s. The establishment 
of new grant programs has been especially frequent since World 
War II. 


FINANCIAL SIGNIFICANCE 


Magnitude of Federal grants 


Federal grants, although constituting a relatively small part of total] 
Federal expenditures, have increased significantly in recent years 
Grants to State and local governments have grown from $124 million 
in 1925 to approximately $ $3.9 billion in 1957. (See appendix table 3.) 
For the fiscal year 1958, the Bureau of the Budget estimates Federal 
grants will amount to $5.2 billion. While Federal aid to State and 
local governments also takes the form of shared revenues and loans, 
grants account for about 97 percent of all Federal aid expenditures. 

When viewed in relation to total Federal expenditures, grants took 
5.6 percent in 1957 as compared with 4.3 percent in 1925, 3.4 percent 
in 1930, and almost a third of the Federal budget for several years 
in the 1930’s when various emergency programs were in existence. 

Grants, of course, constitute a much larger proportion of the Fed- 
eral budget when comparison is limited to expenditures for nonmilitary 
and domestic purposes. It should be remembered that nearly two- 
thirds of the Federal budget for fiscal 1957 was devoted to major 
national security items, while additional amounts were related to the 
costs of past wars (e. g., veterans benefits and interest on the national 
debt) and to international affairs. 

The largest individual Federal grants are those for public assistance 
and highway construction. Together these 2 programs took 64 percent 
of all Federal grant expenditures in 1957. 


Grants as a source of State and local revenue 


Federal aid (principally grants) has become an important source of 
revenue for State and local governments. In 1956, Federal aid equaled 
nearly 12 percent of all general revenues from State and local sources. 
Federal aid, which had amounted to less than 2 percent of general 
revenues from State and local sources during the 1920’s was equal to 
nearly a third of such revenues in 1936 when Work Projects Admin- 
istration (WPA) activity was an important factor in the Nation’s 
economy. (See appendix table 4.) 

As another measure of the financial importance of Federal aid, it 
can be seen from appendix table 5 that Federal aid to State and local 
governments equaled 18 percent of general expenditures by the State 
level in 1956; Federal aid was equal to more than one-third of such 
general expenditures in 4 States. 

While shared revenues account for less than 2 percent of all Federal 
aid, it is noteworthy that these revenues are a relatively large source 
of aid for a few States. Commodity distributions (classified as grants- 
in-aid in this report), too, are an especially important form of aid in 
some States. (See appendix table 6.) 

For the fiscal year 1957, it is estimated that total Federal grants 
were equal to 19 percent of the general revenues of State governments. 
Expressed as a proportion of personal i income, Federal gr ants amounted 
to 1.2 percent for the country as a whole and ranged from one-half of 
1 percent to 4.2 percent among the States. (See appendix table 7.) 
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To maintain their present levels of service without Federal aid, 
State and local governments unquestionably would find it necessary 
either to increase existing tax rates or to enter new tax fields. 


State aid to local government 


The use of the grant device is not confined to the Federal Govern- 
ment. In fact, the States provide financial aid to local governments 
to a larger extent than the Federal Government assists States and locale 
ities. The Bureau of the Census estimates that in fiscal 1956 the 
States distributed $6.5 billion to their local governments from State 
government expenditures totaling $18.9 billion. State payments to 
localities, however, include an endiasiiens amount of funds receiv ed 
by the States as Federal aid. State payments to local government 
include not only grants, as defined in this report, but also shared 
revenues, unconditional subsidies, and a relatively small amount of 
reimbursement for services performed for the States. 

More than half of all State aid to local governments was used for 
the support of education. About a sixth of total State aid was used 
for public-welfare programs, while a slightly smaller amount was 
spent for highway purposes. 


THE ADVANTAGES AND DISADVANTAGES OF GRANTS 


During the course of its hearings and through its questionnaire 
surveys, the subcommittee has obtained differing points of view with 
respect to Federal grants. Grants have been both supported and 
criticized on the basis of principle, need, and manner of their adminis- 
tration. This section of the report will highlight the major arguments 
and viewpoints that have been brought to the subcommittee’s atten- 
tion. It is the subcommittee’s intent to evaluate these conflicting 


views in the light of the available facts and the weight of the evidence 
produced by its studies. 


ARGUMENTS FAVORING GRANTS 


Philosophical and legal considerations 


1. The grant is a valuable device for forging cooperative effort 
among the levels of government in solving common problems. As a 
cooperative device, the grant helps to strengthen the vitality of our 
Federal system of government. 

2. By avoiding the alternative of complete nationalization of ac- 
tivities, grants strengthen and help preserve State and local govern- 
ment. 

3. Grants are necessary in a humane and increasingly interdepend- 
ent nation to assure all individuals and communities a minimum level 
of essential public services. Grants help reduce the inequalities that 
are bound to occur under changing economic and social conditions 
between the need of a State or local community for public services and 
its ability to finance those services. 

4. Federal grant programs have developed because of the failure of 
the States to meet, or to meet adequately, pressing public needs of 
national concern. The need for Federal aid is more often occasioned 
by State irresponsibility than by fiscal inability. 

5. Grants have developed principally not as the result of failures at 
any level, but rather because problems of national importance have 

29575—58——3 
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emerged which require cooperation among all three levels of govern- 
ment. 

6. The Federal Government is more representative of and hence 
closer to the people than many State governments. In many States 
a minority of the voters (typically rural residents) dominate the State 
legislature which, consequently, tends to be indifferent or even hostile 
to ee (principally urban) interests and problems. 

The Congress is more representative of urban, and therefore 
niaieeity, interests than most State legislatures. Reapportionment 
in the House of Representatives has occurred after nearly every census 
and has been automatic since 1929. While population shifts have 
resulted in many State legislatures becoming less representative of 
urban areas, because of their failure to reapportion, the United States 
Senate has actually become more representative of these areas. 
Senators, elected at large, must depend heavily on urban voters, 
even in predominantly rural States. 

8. Restrictions on local home rule and detailed State constitutional 
and statutory control of local affairs have forced the cities to seek 
assistance from the Federal Government. 

9. The withdrawal of Federal aid, even with the release of some 
revenue sources, would result in the termination of programs in many 
areas. The underlying purpose of many who argue for decreasing 
the burdens of the Federal Government by transferring the responsi- 
bility for grant programs to State and local government is to dismantle 
or deemphasize these programs in order to lower taxes. 


Financial considerations 


The most productive tax sources can only be reached equitably 
and efficiently by the Federal Government, due to the national 
character of industrial organization and the threat of interstate tax 
competition. 

2. Most taxable resources are distributed among the States in a 
manner which differs from the distribution of need for public services, 
Those States and areas within a State which have the greatest need for 
a particular governmental activity are frequently the least able to 
finance it. 

3. Federal aid draws heavily upon “‘progressive’”’ national taxes to 
support activities which otherwise would be financed primarily by 

“regressive” State and local taxes. Since they represent an applica- 
tion of the ability-to-pay principle, Federal grants help to reduce 
interstate inequalities both in the level of Government services and 
in the tax burden. 

4. Federal aid is necessary to help municipalities meet their essen- 
tial needs. Although municipalities generally have the potential fiscal 
capacity to handle most of the problems with which they are con- 
fronted, many revenue sources are denied them by State constitu- 
tional and statutory restrictions. However, some large capital-invest- 
ment programs, like urban renewal, require Federal assistance because 
they are beyond the capacity of most urban areas. 

5. The grant is a useful device for stimulating the initiation or ex- 
pansion of activities for which State and local governments have a 
primary responsibility and in which there is a special national interest. 
A stimulating grant usually elicits increasing amounts of State and 
local funds for ‘support of the activity, with a resulting reduction in 
the Federal share of program expenditures. 
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Administrative considerations 


1. Federal supervision of aided programs has been an important 
factor in improving State and local standards of administrative per- 
formance. The improvement of personnel and other standards in 
grant programs has had a beneficial effect on State and local admin- 
istration generally. 

2. Federal participation in programs administered by the States and 
localities has provided a valuable medium for the exchange of in- 
formation and ideas and the provision of Federal technical assistance. 


ARGUMENTS AGAINST GRANTS 


Philosophical and legal considerations 


1. Grants have been used by the Federal Government to enter 
fields of activity reserved by the Constitution to the States. 

2. The use of grants involves the danger that too much authority 
will be concentrated in the Federal Government. The dispersion of 
governmental power set forth in our Constitution is the essence of 
liberty and democracy. 

3. The expansion of Federal power at the expense of State and local 
government is inherent in the grant mechanism. Grants lead to 
domination and control by the National Government, with a corre- 
sponding weakening of State and local authority and interest. 

4. Grant programs substitute the policies and decisions of Federal 
bureaucrats for the control of government by elected State and local 
representatives. 

5. The establishment of a grant program coerces a State into 
participating in an activity it otherwise would not undertake or 
would perform in a manner more in keeping with local attitudes and 
preferences. 

6. Grants have a tendency to weaken initiative in the States, and 
have detracted from the incentive of State and local governments to 
solve their own problems. When faced with difficult problems, State 
and local officials have often devoted their energies to selling the 
necessity for Federal aid rather than to getting the job done with their 
own resources. 

7. Although the growth of Federal grants has resulted to some 
extent from the failure of States to meet their responsibilities, other 
factors have also been of major significance. These include the 
influence of strongly organized pressure groups seeking advancement 
of special interests and the natural tendency of Federal administrative 
agencies to expand the scope of their programs. 

8. The wholesome cure for weaknesses in State government is not 
Federal intervention into problem areas primarily of concern to the 
States and localities. A lasting solution can be achieved only through 
encouragement and faith in the philosophy that the government 
which is best for the people is that which is closest to them. The 
people are competent to handle their own problems on a local level. 


Financial considerations 


1. States lack the necessary revenues to perform many activities 
without Federal help because the Federal Government has preempted 
the most productive tax sources. 
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2. The absence of a direct connection between the taxing and 
spending authority encourages financial extravagance and irresponsi- 
bility. 

3. Grants distort State budgets since the States are tempted to 
provide matching funds for the aided programs, sometimes to the 
disadvantage or neglect of other State activities. 

4. Grant programs once started are difficult if not impossible to 
termipate, both because the recipient governments become dependent 
upon this source of revenue and because the programs build up 
political interest groups. 

5. The elimination of the Federal cost of administering grant 
programs—the “freight charges’? on money being hauled from the 
States to Washington and back—would save the American taxpayers 
a ny sum. 

The grant system has gained its popularity from the illusion that 
Federal money is free money. However, the Federal Government 
has nothing of its own to give away. The money used for grants 
must first be collected from the same taxpayers who pay State and 
local taxes. 

7. Federal grants place an unfair burden on some States because 
their citizens are taxed to support public services in other States. 

8. A continuous dependence on Federal assistance postpones neces- 
sary economic and social readjustments and tends to perpetuate 
uneconomic communities. 

9. The great need of the principal beneficiary States is not for 
Federal grants but for more capital to develop their own resources. 
The most effective way to put every State and every section on a 
self-supporting basis is to reduce Federal taxing and spending so that 
a larger share of the Nation’s fiscal resources may be left at home. 


Administrative considerations 


1. If given access to adequate revenue sources, States would per- 
form most grant-aided activities more efficiently and economically 
without Federal funds and Federal administrative requirements. 

2. By involving the participation of two or more levels of govern- 
ment in a single activity, the grant divides responsibility and diffuses 
accountability for program performance. 

3. Grants tend to be limited to fairly narrow categories of a general 
activity. This restriction of grant purposes both complicates admin- 
istration and limits the ability of a State to adjust to changing needs 
and to apply these funds to problems of greater local concern. 

4. State financial planning is made more difficult by the timing 
and uncertainty of Federal appropriations. State administration is 
also made more difficult by intricate grant formulas and detailed 
accounting requirements in some programs. 


AN EVALUATION OF FEDERAL GRANTS 


The grant in perspective 

With relatively few exceptions, the subcommittee has found a 
favorable acceptance throughout the Nation of the use of grants and 
of most existing grant purposes. Although a number of witnesses 
and questionnaire respondents signified that as a general principle 
their State or local governments would be willing to assume inde- 
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pendent responsibility for aided functions if adequate tax sources 
were available, comparatively few specific grants were recommended 
for termination. 

In general, the subcommittee finds the grant a useful device for 
harnessing cooperative governmental effort in the accomplishment of 
a nation al legislative purpose. The opportunity for cooperation be- 
tween the levels of government for the attainment of common objec- 
tives should be recognized as a resource of our federal system. In 
some circumstances the use of a grant may be the more practical and 
desirable method of administering an activity than confining complete 
responsibility to any one level of government. 

The ‘failure’ of the States.—It has often been said that the growth 
of Federal programs in fields traditionally considered State and local 
responsibilities is due to the failure of the States to satisfy urgent 
public needs. The subcommittee has found this to be an important 
contributing factor but not a full explanation for Federal undertak- 
ings. The initiative has been Federal rather than State or local for 
other reasons as well. 

We live in an era of concentrated economic and social activity. 
For example, our large corporations operate in a national market and 
ordinarily maintain physical facilities in many States. Similarly, 
associations representing the interests of industry, commerce, labor, 
farmers, and professional and other groups are also organized on a 
national basis. In view of these centralizing tendencies, it is under- 
standable that the demands for government activities are better 
organized and more intensive at the Federal than at the State and 
local levels. 

Because of its greater financial capacity, as well as for other reasons 
which are discussed later in this report, the Federal Government has 
been more responsive generally than State and local governments to 
requests for new or expanded public services. Consequently, the 
proponents of particular programs have increasingly tended to con- 
centrate their efforts in Washington rather than in our State capitals 
and city halls. 

The costs of Federal participation.—The role of the grant-in-aid in 
the framework of government has been subject to some unfortunate 
misconceptions. 

Grants are sometimes criticized on the ground that the Federal 
Government takes through taxation more than 1 of every 5 dollars of 
the national income but returns only a small fraction of these tax 
collections to the State and local communities. It is usually said or 
implied in this connection that if the States could retain a portion of 
Federal tax collections, they could get along nicely without Federal 
aid. This comparison loses sight of the fact that the grant-in-aid 
mechanism is not intended to be a system for the redistribution of 
income or a tax-sharing arrangement. It is essentially a method of 
stimulating or supporting the performance of particular activities at 
the State and local levels. This contention also ignores the fact that 
nearly four-fifths of Federal tax collections are spent for defense and 
war-related purposes and are not available for rebating to the other 
levels of government. 

Another popular misconception is the notion that Federal adminis- 
trative costs take an excessive share of grant expenditures. The 
suggestion has been made that if grant-aided programs were performed 
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exclusively by the State and local governments, the elimination of 
Federal overhead would save the American taxpayers a tidy sum. 
The subcommittee has examined the Federal administrative costs 
associated with grant programs—the “freight charges,” as they have 
been called—and finds this claim greatly exaggerated. Federal ad- 
ministrative costs actually represent a very small percentage of total 
grant expenditures. 

In a special analysis made for the subcommittee, budget data for 
10 grant programs—the 4 largest and several smaller programs chosen 
to represent diverse administrative arrangements—were examined to 
compare the costs of Federal administration with the amounts paid 
to State and local governments in grants. (This analysis appears in 
appendix B.) The programs examined account for more than four- 
fifths of all Federal grant expenditures. 

For the 10 programs combined, the total of directly related Federal 
expenditures for administration, research, and other associated ac- 
tivities was estimated to be 1.2 percent of the amount of grant pay- 
ments to State and local governments for the fiscal year 1958. The 
comparable ratios for 1956 and 1957 are 1.2 and 1.1 percent, respec- 
tively. The addition of prorated indirect costs for other activities 
associated with the programs (Federal tax collection and General 
Accounting Office services) increased these totals to 1.6 percent for 
1956, 1.5 percent for 1957, and 1.6 percent for 1958. For individual 
programs, the estimates of directly related administrative costs in the 
fiscal year 1958 range from only one-tenth of 1 percent of Federal 
payments for public assistance to 5.1 percent of grants made by the 
Children’s Bureau. Directly related administrative expenses amount 
to 5 percent of the total grants and loans for slum clearance and urban 
renewal activities. 

The purpose of this discussion is to place grants in a proper perspec- 
tive. It is not the subcommittee’s intent to justify or endorse 
particular grant programs or to imply that grants are being admin- 
istered as economically and efficiently as is possible. These are mat- 
ters that require continuous study. While the relative size of 
Federal administrative expenses does have a bearing on the advis- 
ability of Federal participation in a given program, this is but one 
factor involved in such a determination. In general, factors other 
than administrative costs are more weighty considerations. 


The theory of transferring programs to strengthen the States 


Attention has been given in recent years to the possibility of ex- 
changing some federally occupied tax sources for State assumption 
of full responsibility in connection with certain grant programs. 
Most recently, the Joint Federal-State Action Committee recom- 
mended, in December 1957, that the States be permitted to collect 
up to 40 percent of the present Federal tax on local telephone service 
as a substitute for existing Federal grants for vocational education 
and waste-treatment plant construction. 

Although an intriguing idea, which the subcommittee had hoped 
the facts would sustain, the exchange of a specific tax for a grant, or a 
group of grants, appears to be impracticable for two basic reasons: 

1. Such an exchange would adversely affect the lower income 
States, which would lose far more in grants than they would gain in 
tax revenue. Many of the higher income States, on the other hand, 
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would obtain substantially more revenue than needed to carry on the 
activities concerned. 

It was established in the subcommittee’s hearing of February 18, 
1958, on the progress report of the Joint Federal-State Action Com- 
mittee, that none of the 10 lowest income States would obtain sufficient 
revenue from a 4-percent tax on local telephone service to replace the 
grants recommended for discontinuance (see appendix table 8). In all, 
20 of the 48 States would be financially disadvantaged by the Joint 
Committee’s transfer plan, despite the fact that it would result in a 
net loss of more than $50 million a year for the Federal Government. 
Even if the States were permitted to collect the full amount of the 
10 percent tax on local telephone service, an arrangement which would 
reduce Federal revenues by about $370 million a year, several States 
would still be unable to offset fully the loss of Federal grants for 
vocational education and waste-treatment plant construction from 
this tax source. 

Because of this defect in the Joint Action Committee’s transfer 
proposal, the governors’ conference recently stipulated two conditions 
that would have to be met before it could agree to transferring the 
programs in question. In a resolution on Federal-State relations, 
adopted May 21, 1958, the conference said: 


The recommendations which would result in assumption by 
the States of complete administrative and financial respon- 
sibilities for functions now a joint Federal-State responsi- 
bility should be implemented only on the following bases: 

1. That adequate time be allowed for adjustment 
through a practicable procedure at both levels to insure 
that there is no impairment of the programs; and 

2. That modification of the tax relinquishment 
recommendation be made by the Joint Committee to 
insure that the revenue source made available to each 
State is substantially equivalent to the costs of the 
functions to be assumed. 


The Commission on Intergovernmental Relations also took notice of 
the inadequacy of this approach and observed, moreover, that a tax 
cut of sufficient magnitude to indemnify fully every State would result 
in a total loss of Federal revenue far in excess of the amount of grant 
reductions. 

It is noteworthy that in its hearings and surveys the subcommittee 
found that public officials who opposed grants as well as those who 
favored them generally agreed programs should not be transferred 
unless the States and localities are provided equivalent sources of 
revenue. 

2. While grants purport to assist the States in supporting specific 
activities of national concern, it appears that many States would be 
unable or unwilling to carry on these functions alone. The result 
would likely be very uneven, with some States discontinuing or 
impairing programs because of their inability or unwillingess to impose 
the necessary taxes. 

The subcommittee regards as unsound the idea that the Federal 
Government can vacate particular tax fields and thereby automatically 
create revenues for the States or municipalities. The availability of 
any tax field as a practical source of State and local revenue depends, 
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among other factors, on the distribution of the property or service 
that is subject to tax, the willingness or legal authority of legislative 
bodies to impose a given tax, and the efficiency with which the tax 
can be collected. While it is desirable that the Federal Government 
should avoid preempting tax fields that are not essential for financing 
its activities and which can be utilized effectively by other levels of 
government, this principle is separate and distinct from the concept 
of giving up particular tax sources as a practical substitute for Federal 
grants. 

The transfer of Federal grant programs is no panacea for the weak- 
nesses of State and local vovernment. If the intent of such a pro- 
posal is to increase State responsibility, this approach alone would 
neither foster responsibility nor alter the conditions which earlier 
inhibited State action—unless the problem is simply one of Federal 
occupancy of a field in which the States desire to act. 

The subcommittee believes that the interest and initiative for 
broadening the responsibilities of the States and localities must come 
from those levels of government. Responsibility cannot be created 
by a transfer of programs and tax sources. 

It is imperative, however, that the Federal Government do every- 
thing possible to promote a favorable climate for the proper function- 
ing of the other levels of government. This includes making available 
to the States and localities those revenue sources that are not of 
primary importance to the Federal Government and which are well 
adapted to State and local use. Such action should be taken inde- 
pendently of Federal decisions concerning particular grant programs— 
a matter to be determined in each case on its merits. 

When the Federal purpose is to stimulate an activity, and it can 
be demonstrated that this objective has been achieved, the proper 
course should be the termination of Federal aid. However, this 
should be done by a positive decision and not accomplished as the 
byproduct of a program’s transfer to the States. 


Impediments to decentralization 


The Commission on Intergovernmental Relations observed that the 
success of our federal system depends in large measure upon the 
performance of the States, since the States have the primary respon- 
sibility for all government below the national level. In cataloging 
the weaknesses of State government, the Commission in effect out- 
lined some of the major considerations which unfortunately limit a 
reduction of Federal grant activities. The Commission emphasized 
the need for the following actions: 


Revision of State constitutions to provide for vigorous and 
responsible government, not forbid it. 

Reapportionment of State legislatures to provide a system 
of fair and equitable representation. 

3. Constitutional and legislative changes to permit greater 

home rule for local governments. 

Administrative reorganization to enable the governor to pro- 
vide greater leadership, and improvement in the efficiency of 
State legislatures. 


The subcommittee is convinced of the need for appropriate action 
in these areas. The subcommittee was surprised and somewhat 
alarmed in its regional hearings by the extent of the animosity shown 
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toward State Government by city officials. The mayors who testified 
were almost uniformly critical of State restrictions on and interference 
with the efforts of municipalities to deal with local problems. The 
cities contend they suffer from many of the same handicaps of which 
the States complain with reference to the Federal Government. It 
was frequently contended that due to the underrepresentation of urban 
communities in State legislatures, urban problems do not receive a 
sufficiently sympathetic and understanding treatment from State 
government. 

The subcommittee recognizes that local governments are legally 
creatures of the States and have no independent constitutional status 
in our federal system. However, we cannot ignore the fact that 2 
out of every 3 Americans now live in urban communities, or the evi- 
dence that these population centers are allocated considerably less 
than a proportionate share of representation in the legislative bodies 
of many States. The matter of equitable legislative representation 
goes _ to the heart of democratic government. 

In observing that “apportionment is one of the major problems of 
State government,” the Council of State Governments reported 
recently that of the 38 States which rely on their legislatures for 
reapportionment, 4 had their most recent reapportionments in the 
1930’s, 3 in the 1920’s, 4 in the period from 1900-1920, and 2 prior to 
1900.1. This pattern exists despite the fact that the reapportionment 
of at least 1 house of the State legislature is legally required every 
10 years, or more frequently, in all but 5 States. 

There is, of course, much variation among the States in the treat- 
ment of municipalities, both with respect to home rule and legislative 
representation. ‘Taken as a whole, these State-local relationships are 
an important determinant of Federal grant policies. So long as the 
cities are deprived by State restrictions of the opportunity to solve 
local problems and are denied a fair voice in the determination of 
State legislative policies, they will continue to seek Federal assistance 
and will attempt to bypass the States through direct Federal-local 
arrangements. 

State constitutional restrictions frequently apply not only to local 
government, but to State legislative powers as well. Of particular 
importance are those restrictions placed on the State taxing and bor- 
rowing powers. The dedication of too many revenues for specific 
purposes also tends to hamper the legislature’s freedom of action in 
some States. Constitutional and statutory limitations on the taxing 
and borrowing powers of local government are ordinarily very strin- 
gent. In addition to limitations on real property taxation, local 
governments are denied access to many other tax sources. 

The capacity of the States to meet their responsibilities is further 
weakened by organizational limitations. It is of significance that the 
legislature meets annually in only 14 States, and in 6 of these every 
other session is restricted to budget matters; the remaining 34 States 
hold regular sessions once in 2 years. Moreover, the length of the 
regular session is restricted in 32 States, most commonly to 60 calendar 
days. The limitation of infrequent sessions is further accentuated 
in many States by the low pay of legislators and the lack of adequate 


staff for giving effective study to the complex problems facing gov- 
ernment today. 


1 The Council of State Governments, The Book of the States, 1958-59, pp. 31-32, 
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Achievement of these reforms in State government, though desir- 
able, would not completely remove the need for Federal aid. Varia- 
tion in the fiscal capacities of the States has been an important factor 
accounting for the expansion of Federal grants. Per capita personal 
income, which is widely used as a measure of State fiscal capacity, 
amounted to $1,940 for the country as a whole in 1956 but ranged 
from $2,858 in Delaware down to $964 in Mississippi. However, 
interstate differences in fiscal capacity are likely to be less weighty an 
influence in future years if the recent trend toward narrowing the 
spread of national income continues. But for the present there is 
little doubt that those States which have the greatest need for some 
activities—such as public-welfare services—are the least able to 
support them. 

In this connection it should be noted that the revenue sources of the 
Federal Government differ greatly from those used by State and local 
governments. Direct taxes on individual and corporate income 
(which bear more heavily on high incomes and small families than on 
low incomes and large families) provide nearly 80 percent of all 
Federal revenues, but only about 8 percent of combined State and 
local tax revenues; in a few States, however, income taxes account for 
as much as one-sixth of total State and local tax revenues. The 
States and localities, on the other hand, obtain their revenues princi- 
pally from taxes on property and sales (see appendix tables 9 and 10). 
Because of these differences in revenue sources, the cost of conducting 
a program is distributed differently among the various income groups 
of the population under grant financing than it would be if the program 
were financed without Federal aid. Consequently, it would be incorrect 
to say that the same taxpayers bear the cost of a given program 
regardless of whether the funds come from the Federal Treasury or 
from State and local tax sources. 

An appropriate grant policy 

General objectives.—The subcommittee agrees with the Commission 
on Intergovernmental Relations that Federal grants should be con- 
fined to specific purposes. If equalization of the fiscal capacities of 
the States were the principal objective, then unconditional assistance 
payments would be preferable to functional grants. Similarly, if 
grants were intended primarily to prevent interstate tax competition 
or to utilize the stronger taxing position of the Federal Government, 
tax sharing would be an appropriate fiscal device. The Federal grant 
purpose, however, differs from these objectives. Although they 
frequently take into account relative State fiscal abilities in their 
distribution formulas, Federal grant programs have been enacted for 
the principal purpose of encouraging the performance of specific 
activities at the State and local levels. This ising the case, neither a 
tax-sharing arrangement nor a general-purpose payment would in 
itself constitute an effective substitute for Federal grants. 

Recommended policy.—A grant intended for stimulating purposes 
unfortunately carries with it the hazard that it may resist termination 
once the Federal objectives have been achieved. This difficulty 
usually arises because the recipient agencies or institutions have built 
grant funds into their operating budgets, and because supporters of 
the program fear its impairment if Federal support is withdrawn. 

This tendency weakens the utility of the grant device and deprives 
the Federal Government of the flexibility needed for a sound grant 
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system. Just as it is wrong to condemn the establishment of a new 
grant simply because it is new and without regard to its merits, it is 
equally unwise to resist the discontinuance of a grant when the Federal 
purpose has been served. 

Certain steps would be helpful in this connection. When authoriz- 
ing a grant program the Congress should indicate as concretely as 
possible the goals being sought, and whether Federal aid is intended 
primarily to stimulate the activity over the short term or to help 
support it on a continuing basis. Provision should be made also to 
reassess the program at stated intervals. 

A sound grant system requires that as economic and social condi- 
tions change, the Federal Government should be free to readjust the 
priorities of activities that warrant assistance. The long history of 
a grant is in itself not a sufficient reason to justify a continuing 
Federal responsibility. Existing programs should be subjected period- 
ically to the same searching tests that are proper for determining the 
necessity and desirability of new grant activities. 

When the Congress finds the purpose of a grant has been served, a 
realistic method should govern the discontinuance of aid. In such 
cases the subcommittee suggests that Federal assistance be dimin- 
ished gradually over a period of time (perhaps 5 years in the case of 
the average size grant) so that the States can make the necessary 
financial adjustments and avoid injuring the activity concerned. In 
addition, the States should be given 2 years’ advance notice before 
tapering off a grant since the majority of State legislatures meet 
biennially. This approach, in the opinion of the subcommittee, 
would afford interested persons an opportunity to obtain adequate 
financial support for continuing the program at the State or local 
levels. 

The subcommittee is not unmindful of the special problem connected 
with a program in which the Federal purpose has been achieved on 
a national Seni but where the grant continues to provide a substan- 
tial share of program costs in States of limited financial ability. The 
subcommittee is unable at this time to propose a practicable solution 
for this problem but believes it should be given further study. 








CHAPTER IV 


APPROACHES FOR IMPROVING THE FEDERAL GRANT 
STRUCTURE 


In view of the large number of existing grant programs and the 
likelihood that the use of grants will be continued in the foreseeable 
future, it is important that we give adequate consideration to the 
manner in which grant programs are formulated and carried out. 


THE SCOPE OF FEDERAL LEGISLATIVE POWERS 


Some basic constitutional premises concerning our Federal system 
have changed in recent years. It was commonly believed during the 
half century preceding 1937 that a fairly distinct boundary existed, 
in terms of constitutional powers, between Federal and State activities, 
and that the Supreme Court “was the final arbiter of the system.” ! 
Under the judicial doctrine that has controlled since 1937, the Court 
no longer regards questions of economic policy within its purview 
and has “accepted a reading of the general welfare clause that places 
no discernible judicial limits on the amounts or purposes of Federal 
spending.”’ ? 

In noting that the sphere of potential Federal activity has been 
broadened, the Commission on Intergovernmental Relations stated: 


The organs of the National Government determine what 
the Constitution permits the National Government to do and 
what it does not, subject to the ultimate consent of the 
people. And under present judicial interpretations of the 
Constitution, agile of the spending power and the 
commerce clause, the boundaries of possible national action 
are more and more subject to determination by legislative 
action. In brief, the policymaking authorities of the 
National Government are for most purposes the arbiters of 
the Federal system.* 


While this development increases the ability of the Federal Govern- 
ment to act directly and quickly in dealing with new problems, it also 
places on the Congress and the executive branch an added responsibil- 
ity for protecting and maintaining the jFederal system. This newer 
role of the Congress increases its need for knowledge and wisdom in 


the formulation of national legislative policies which affect other levels 
of government. 


METHODS FOR DEALING WITH GRANT LEGISLATION 


Committee procedures 


Since, in the final analysis, it is the responsibility of the Congress 
to determine the need for and the character of grant-aided activities, 


1 Commission on Intergovernmental Relations, A Report to the President for Transmittal to the Congress 
(June 1955), p. 28. 


3 Ibid., p. 29. 
3 Ibid., p. 59. 
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it is essential that all grant proposals be examined with the utmost 
care. As one step toward this end, the Commission on Intergovern- 
mental Relations suggested that Congress systematically invite repre- 
sentatives of State and local government to participate in all relevant 
hearings. The subcommittee heartily endorses this suggestion. 

It is also desirable that Congress should give increased attention 
to the overall pattern of intergovernmental relations when considering 
particular measures. In this connection, the committees of the Con- 
gress might profitably utilize the technical services of a central advis- 
ory agency (the establishment of which is recommended by the sub- 
committee in the following section of this report) for analyzing the 
impact of a grant proposal on State and local finances and on the 
Federal system as a whole. Inasmuch as grant legislation originates 
in separate committees of the Congress (as well as in separate executive 
departments and agencies), it is highly desirable that a central tech- 
nical staff should be used to evaluate the financial formulas and ad- 
ministrative requirements contained in bills proposing or modifying 
grant programs for their harmony with existing grant legislation and 
their probable influence on the total grant structure. 

Criteria for guiding congressional action 

The constitutional responsibility of the Federal Government for 
certain functions is clear cut, as, for example, with respect to national 
defense, foreign relations, and management of the monetary and credit 
system. In other fields where the Constitution premits both Federal 
and State activity, the problem is one of determining what the Federal 
Government should or should not do as a matter of policy. 

While recognizing that no set of principles can eliminate the neces- 
sity for sound judgment in deciding particular matters, the Commis- 
sion on Intergovernmental Relations, nevertheless, called attention to 
the need for guidelines marking out the types of conditions and circum- 
stances that warrant Federal action. The Commission advanced the 
following broad principles for determining when a Federal grant is 
desirable: 


1. A grant should be made or continued only for a clearly 
indicated and presently important national objective. This 
calls for a searching and selective test of the justification for 
national participation. The point has been made in chapter 3 
that existence of a national interest in an activity is not in 
itself enough to warrant national participation. Related 
questions are the relative importance of the national interest 
and the extent to which it may be served by State and local 
action. Consequently, where the activity is one normally 
considered the primary responsibility of State and local gov- 
ernments, substantial evidence should be required that 
national participation is necessary in order to protect or to 
promote the national interest. 

2. Where national participation in an activity is deter- 
mined to be desirable, the grant-in-aid should be employed 
only when it is found to be the most suitable form of national 
participation. It is important to compare the strong and 
weak points of the grant-in-aid device with those of other 
forms of National-State cooperation as well as with those of 
direct national action. It is likewise important to consider 
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the types of objectives and situations for which the grant is 
best adapted. The probable effect on State or local govern- 
ments is an important consideration.‘ 


The question of appropriate criteria by which the need for a grant 
program might be nudged is the very core of the problem. Through- 
out its hearings the subcommittee invited witnesses to suggest tests 
or criteria for use by Congress in determining (a) whether to under- 
take new grant programs, and (6) whether to continue or terminate 
existing grants. 

For the most part, responses to this question were couched in gen- 
eral terms relating to such considerations as (1) the national interest, 
(2) constitutional powers, and (3) demonstration of a real need or 
problem that cannot be met effectively at the State and local levels. 
More specific tests were rarely offered. 

The subcommittee is of the opinion that there are no easy classi- 
fication schemes or fixed formulas for determining when a grant pro- 
gram is justified. Each situation must be judged on its merits in 
relation to the demonstrated need for Federal assistance (taking into 
account the consequences for our national security and welfare of 
neglecting the problem, and evidence of the ability and willingness of 
State and inkl governments to meet the need within a reasonable 
time without Federal aid) and the competing demands for Govern- 
ment funds. It is a question of the relative degree of national inter- 
est in an activity at any given time, and this determination should be 
made through a careful and thorough exercise of the legislative func- 
tion. 

However, in the event new grant programs are adopted or existing 
programs amended, Congress might usefully place in the law certain 
clarifying provisions relating to program objectives and the legislative 
intent. Such provisions should include: 

1. A clear expression of the nature and extent of the problem 
and of program goals; 

2. Indication as to whether the grant is intended to be stimu- 
lating or supporting—or both; 

3. A requirement for periodic review of the program, which 
would include an assessment of its accomplishments, the extent 
of the unmet need, and the question of whether or not the pro- 
gram should be continued; and 

4. Where appropriate and desirable, a termination date. 


MACHINERY FOR FOSTERING INTERGOVERNMENTAL COOPERATION 


Sporadic efforts have been made at the Federal level during the past 
25 years to study, to coordinate or to improve intergovernmental 
relationships. An annotated chronology of the principal Federal 
efforts in these directions is presented in appendix é 


The past experience 


One notable attempt to encourage Federal-State cooperation 
occurred as early as 1908 when President Theodore Roosevelt called 
the first governors’ conference to deal with the problem of conserving 
our natural resources. The conference has been continued since as an 
annual meeting under State auspices, and has developed over the 


4 Tbid., p. 123. 
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years into a useful instrument for interstate cooperation. Occasionally 
it has served also as a channel of communication between the President 
and the governors for considering specific problems. 

The various committees and conferences sponsored by the Federal 
Government for coordinating or improving intergovernmental relation- 
ships have been concerned, for the most part, with particular activities 
or problems, such as crime control, the effects of Federal property 
ownership on State and local finance, and intergovernmental fiscal 
relationships. A substantial number of these efforts have been 
directed toward coordinating or rationalizing Federal, State, and local 
tax systems. 

Extensive studies have been made on at least three occasions. In 
1943, the Treasury Department’s Special Committee Designated To 
Conduct a Study on Intergovernmental Fiscal Relations in the 
United States issued a detailed report dealing primarily with the 
fiscal problems of federalism. In 1949, the first (Hoover) Commission 
on Organization of the Executive Branch of the Government published 
a very brief report on Federal-State relations. In addition, the re- 
port of its task force Committee on Federal-State Relations and a 
supplementary study undertaken for the Commission by the Council 
of State Governments were printed as a Senate document. The 
council’s report went beyond the earlier Treasury Department study 
in that it examined the administrative and political, as well as the 
fiscal, aspects of Federal-State relations. It should be noted, paren- 
thetically, that in 1949 the Council of State Governments also de- 
veloped a detailed report on Federal grants-in-aid. 

By far the most comprehensive study of the federal system under- 
taken by the Federal Government is the 1955 Report of the Com- 
mission on Intergovernmental Relations. Unlike the earlier studies 
referred to, the Commission’s report is the work of a large (25 member) 
bipartisan deliberative body chosen to represent the Congress, the 
executive branches of both the Federal Government and the States, 
and the public at large. 

In contrast to the board survey approach, most group efforts to 
improve or modify Federal-State relations have had a more limited 
objective. The Joint Federal-State Action Committee, for example, 
was created by the President and the governors conference in 1957 
for the express purpose of designating grant-aided functions which 
the States are ready and willing to assume and finance, and the 
revenue adjustments needed to enable the States to assume these 
functions. As an added responsibility, the Committee was instructed 
to identify emerging problem areas and to recommend the proper 
level or levels of government for dealing with them. 

An earlier cooperative effort to develop an action program was made 
in 1947-48 when representatives of both Houses of Congress and com- 
mittees of the governors conference met for the purpose of developing 
a coordinated Federal-State fiscal program. The Congress was repre- 
sented in these meetings by members of the House Ways and Means 
Committee, the Senate Finance Committee, and the two Committees 
on Expenditures in the Executive Departments. 

Like the various conferences and committees noted above, staff 
arrangements for the overall coordination of intergovernmental activ- 
ities at the Federal level have also been sporadic. The assignment of 
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this responsibility to a special staff assistant was reportedly tried on 
two separate occasions by President Franklin D. Roosevelt, but both 
attempts were short lived. A formal position of Deputy Assistant to 
the President for Intergovernmental Relations was created by Presi- 
dent Eisenhower in 1956 and, at the same time, the Bureau of the 
Budget was assigned the responsibility of providing staff assistance 
in this field. Over a period of years, the Bureau of the Budget has, 
upon occasions, sought to promote better working relationships with 
State and local governments. An example of the Bureau’s efforts in 
this direction was the establishment in 1945 of the Pacific Coast Board 
of Intergovernmental Relations. The Board served as a useful mecha- 
nism for coordinating Federal, State, and local activities in the Pacific- 
coast region until its termination in 1953. 

Congress, too, has given special attention to the improvement of 
intergovernmental relationships, as evidenced particularly by the work 
of this subcommittee. In the past, other committees of the Congress 
have also established special subcommittees to deal with this field. 
Between 1947 and 1951, the Senate Committee on Government Oper- 
ations maintained a Subcommittee on Intergovernmental Relations, 
and during 1951-52 the House Committee on Ways and Means had 
a Subcommittee on Coordination of Federal, State, and Local Taxes. 


The need for permanent coordinating machinery 


The need for continuing attention to the problems of intergovern- 
mental relationships has been widely recognized. The Commission 
on Intergovernmental Relations recommended in 1955 the appoint- 
ment of a special assistant in the Executive Office of the President to 
serve with a small staff as the President’s chief aid and adviser on 
State and local relationships. However, six members of the Com- 
mission expressed doubt that this would answer the need for an 
effective coordinating center and suggested, instead, the establishment 
of a more formal permanent agency—a small board, council, or com- 
mission—that would carry on continuing investigations on its own 
initiative. The Commission also envisaged the functioning of an 
advisory board to aid the special assistant. 

The first Hoover Commission proposed the establishment of a 
continuing agency on Federal-State relations with primary respon- 
sibility for study, information, and guidance in this field. The 
Commission recommended that “it should be an agency which, on a 
continuing basis, would appraise our public needs, our resources, and 
ways and means for adjusting the one to the other in the interest of 
the American people.’ 

In the course of its hearings, the subcommittee has received much 
testimony pointing to a need for permanent organizational arrange- 
ments to help improve relationships between the levels of govern- 
ment. While a number of differing mechanisms were mama there 
was substantial agreement on the need for continuing official attention 
to the functioning of our Federal system. 

The subcommittee believes there is merit in this idea. Occasional 
studies and ad hoc committees, however useful, are not an effective 
substitute for the continuous review of intergovernmental programs 
and problems from the standpoint of the Federal system as a whole. 


‘Federal State Relations, a Report to the Congress, p. 37. 
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There is need for an advisory body capable of performing such 
functions as: 

(1) Providing a means of bringing together representative 
Federal, State, and local viewpoints in the consideration of 
common problems. 

(2) Providing a forum for the airing of dissatisfaction with the 
manner in which Federal grant or other cooperative programs 
are being administered or coordinated. 

(3) Giving critical attention to the conditions and controls 
attached to Federal grant programs. In this connection, it is 
urgent that intensive study be made of the appropriateness of 
the various Federal grant formulas in terms of their combined 
impact on State finances and their relationship to the extent of 
State fiscal effort. 

(4) Offering technical assistance to both the President and the 
committees of the Congress in reviewing draft legislation for its 
overall effect on the Federal system. 

(5) Encouraging discussion and study at an early stage of 
emerging public problems that are likely to require intergovern- 
mental cooperation. 

It is noteworthy that, in endorsing continuation of the Joint Federal- 
State Action Committee recently, the governors conference recognized 
its value as a formal agency for the exchange of views and the promo- 
tion of understanding between the governors and the executive branch 
of the Federal Government. 

The subcommittee recommends the establishment of a broadly 
based advisory commission drawing its membership from the Con- 
gress (House and Senate), the executive branch, governors, State 
legislators, mayors, county officials, and private citizens. 

The Commission should make periodic reports to both the President 
and the Congress, but should not be controlled by either branch. 
The subcommittee envisages that such a large body would meet 
infrequently— perhaps twice a year—but would maintain working 
committees to deal with special problems and would be assisted by a 
permanent professional staff. It is contemplated that the Commis- 
sion’s small staff of experts would have access to the statistical and 
research facilities of the Federal departments and agencies in the 
performance of its work. 

The subcommittee recommends, also, that the staff unit for inter- 
governmental relations in the Executive Office of the President be 
strengthened. With the aid of this staff, the President should give 
concentrated and vigorous attention to the coordination and improve- 
ment of Federal grant programs. Particular attention should be 
directed to the effects of Federal policies on our urban communities 
and metropolitan areas. A specialist in municipal affairs might 
advantageously be added to the President’s staff. It is expected that 
the President’s principal assistant for intergovernmental relations 
would serve as a member of the Advisory Commission recommended 
by the subcommittee and, therefore, function as the liaison between 
that body and the Executive Office. 
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ADMINISTRATIVE AND FINANCIAL CONSIDERATIONS 


It is believed that the procedural and organizational actions recom- 
mended by the subcommittee, if adopted, would help greatly to im- 
prove the grant system. In addition, various improvements are 
needed in the operation of grant programs. Because these programs 
were started at different times and under differing conditions, they 
present diverse and, sometimes, inconsistent administrative and fiscal 
characteristics. The subcommittee earlier indicated the need for an 
overall review of the conditions and controls applying to grant pro- 
grams to determine their appropriateness for the grant structure as 
a whole. It is particularly important that the various grant formulas 
be reexamined, both in the hght of their suitability for individual 
program objectives and their combined relationship to each State’s 
fiscal capacity. 

The question of equalization 

Until quite recently, grant programs usually provided for the allot- 
ment of Federal funds on a population basis and each State was re- 
quired to match the grant with a uniform proportion of funds from 
State and/or local sources. Sometimes the need for Federal assistance 
was measured by factors in addition to population, as in the case of the 
highway program where area and road mileage also enter into the 
apportionment formula. However, there has been a tendency in 
grant programs enacted since World War II to combine per capita per- 
sonal income with population as the measure of State need in appor- 
tioning funds, and to vary State matching requirements also with per 
capita income. The State per capita income estimates (total personal 
income received by each State’s residents from all sources divided by 
State population) made annually by the Department of Commerce 
have become widely accepted as a measure both of a State’s relative 
need for an activity and of its ability to financeit. The “Hill-Burton” 
formula, which was originally adopted for the hospital construction 
program, has become the prototype for most grants applying the 
equalization principle. Under the Hill-Burton formula, low-income 
States receive more Federal dollars in relation to their population 
than high-income States, and are required to spend proportionately 
fewer dollars from sources within the State for matching purposes. 

However, many of the existing programs still take no account of 
the relative ability of a State to finance its share of the program and 
to match the Federal grant. A special situation is presented by the 
important public assistance program where the Federal Government 
provides, within limits, certain fixed percentages of the payments 
made to needy individuals. Although the public assistance formulas 
do not relate Federal participation to a State’s income level, some 
degree of equalization is indirectly achieved due to a larger Federal 
sharing of the smaller assistance payments which are more often made 
in the poorer States. On the other hand, some high-income States 
are able to draw relatively large amounts of Federal aid under this 
program, largely because of their comparatively liberal interpretation 
of the concept of need. 

Appendix table 7 shows the amount of grants per capita received 
by each State in the fiscal year 1957 in relation to its income level. 
It can be seen that on the whole the poorer States received more Fed- 
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eral assistance than the wealthier States. With the States arranged 
into three groups, total per capita grants averaged $18.76 for the high- 
income group, $26.43 for the middle-income States, and $30.54 for 
the low-income groups. However, there were large variations within 
each of these income groups; this was especially true with respect to 
the public assistance program in which Federal aid ranged among the 
high-income States from $2.81 to $13.65 per capita. 

The derivation of Federal taxres—The extent to which the grant 
system is equalizing depends upon the derivation of Federal tax reve- 
nues from among the States, as well as on the distribution of grants. 
Unfortunately, the distribution of the tax load is not known because 
Federal tax collections by State, as reported by the Internal Revenue 
Service, do not reflect the source of tax payments. For example 
more than three-fourths of the manufacturers’ excise taxes on auto- 
mobiles and automobile parts are collected in Michigan, and over half 
of all tobacco taxes are collected in North Carolina, but these taxes 
are ultimately paid by car owners and smokers throughout the Nation. 

Although it is theoretically possible to trace the origin of Federal 
taxes on a State basis, such an allocation involves assumptions as to 
the incidence and effects of taxation about which there is presently no 
general agreement. In the absence of an official Government estimate 
of this kind, the results of several unofficial studies are presented in 
appendix table 13 for illustration only. It is interesting that these 
estimates, involving different methods and different tax years, show 
a relatively high degree of similarity. 

In the course of its investigations the subcommittee found con- 
siderable support for the idea that the Federal Government should 
assume a greater share of program expenditures in low-income States 
than it does in high-income States. However, some advocates of this 
principle have ce: autioned that the degree of equalization may be too 
large in programs using the Hill- Burton formula. It has been sug- 
gested that reliance on per capita personal income as the measure of 
State fiscal capacity ir other significant factors, such as the espe- 
cially great need for Government services and their relatively high 
cost in densely populated industrial States. The reliability of per 
‘apita income as a measure of State fiscal capacity is also reduced 
by the fact that the available data do not reflect the relatively large 
Federal income tax withdrawa!s from high-income States. 

Fiscal effort—Another consideration of importance for determining 
a proper degree of equalization in grant formulas is the extent to 
which the States and their subdivisions themselves levy taxes for the 
support of Government. The subcommittee agrees with the philoso- 
phy, expressed to it by one governor, that w hile w ealthy States have 
an obligation to assist the poorer States, resources should not “be 
taken from richer areas and distributed to poorer areas unless the 
people of the poorer areas are making an equal effort to help them- 
selves.” 

The development of comparative data on the fiscal effort of State 
and local governments is another area in which the subcommittee 
believes research is needed for the formulation of sound grant pro- 
grams. It is suggested that this work might appropriately be per- 
formed by the tec shnical staff of the Advisory Commission which the 
subcommittee has recommended be established. 
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As a rough approximation, a State’s fiscal effort might be visualized 
in terms of the ratio of its total State and local tax collections to total 
personal income received by residents of the State. This relationship 
is shown for each of the States in appendix table 14. These data are 
for the fiscal year 1953, the latest year in which local tax revenue 
estimates are available on a State basis, and are related to the State 
income payments concept rather than the personal income series now 
in use. The table also contains estimates by State of the total tax 
burden (Federal, State, and local) as a percentage of income pay- 
ments to individuals, 


Administrative features 


On the whole, the testimony and correspondence received by the 
subcommittee from officials of State and local government indicate a 
fairly high degree of satisfaction with Federal participation in existin 
grant programs. However, the subcommittee also found a great dea 
of sentiment in favor of permitting the States and localities greater 
freedom from administrative controls and for using initiative in these 
joint undertakings. 

Special categorves.—Much of the present dissatisfaction with grant 
programs results from the use of narrow categories for promoting 
special objectives within a general field of activity. Special categories 
are used in such programs as public assistance, public health, highway 
construction, medical facilities construction, and vocational educa- 
tion. While aware of the administrative difficulties caused by special 
categories, the subcommittee, nevertheless, is appreciative of the 
strong legislative reasons for confining grants to narrow segments of 
a general activity. As one means for increasing the flexibility of 
these programs, the subcommittee recommends that the Congress 
authorize the transfer of up to 20 percent of Federal apportionments 
between the special categories of any program, when such transfer is 
requested by a governor and approved by the responsible Federal 
agency as being in the public interest. A similar provision is already 
applicable to the highway program, and a broader transfer authority 
now exists for medical facilities construction projects. The subcom- 
mittee’s recommendation would apply at the present time to public 
health and vocational education, but not to public assistance which 
is financed by an open-end grant. 

Public assistance.-—The subcommittee has found administrative pro- 
cedures and requirements unusually burdensome for the States and 
their subdivisions in the public assistance program. Although the 
existence of four separate assistance categories appears to be mainly 
responsible for this condition, the complexity of the financial formulas 
is also a contributing factor. It is the opinion of the subcommittee 
that worthwhile economies could be obtained from a simplification of 
these formulas. 

However, a more pressing matter requiring attention is the in- 
equitable grant arrangement in the old-age assistance category. The 
Federal Government contributes more than half of the Nation’s total 
expenditures for old-age assistance, but under State-determined 
eligibility standards the size of Federal grants varies widely and irra- 
tionally among the States. Differences in the strictness with which 
the concept of need is interpreted by the various States has resulted in 
a Federal aid pattern that cannot be justified by either the equaliza- 
tion principle or a standardized test of need, 
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The subcommittee recommends that the Department of Health, 
Education, and Welfare study and report on feasible methods for 
improving the equitableness of Federal financial participation in State 
programs for old-age assistance and the other public assistance cate- 

ories. 

7 Standardizing grant provisions.—As pointed out earlier, the initia- 
tion of grants at various times and under differing conditions and 
auspices has resulted in some illogical variations in program practices. 
For example, the type and degree of Federal control over State per- 
sonnel practices varies considerably in grant programs. Similarly, the 
various grant statutes permit the States different and unequal avenues 
for appealing the decisions of Federal administrators. Judicial re- 
view is open to the States in a number of programs, while no form of 
appeal beyond the Federal administrative agency is available to a 
dissatisfied State in other programs. 

It is not the subcommittee’s view that a uniform set of provisions, 
or a single fiscal formula, is necessarily appropriate for all grant pro- 
grams. The subcommittee has observed, however, that many of the 
existing differences are difficult to justify and do not add up to a 
rational grant structure. 

Rigid and unreasonable requirements.—The subcommittee believes 
that the Federal Government should take particular care to avoid 
burdening the States with unnecessary or unreasonable administrative 
requirements. It is especially important that Federal requirements 
do not interfere with the authority of each State to determine its own 
organizational structure. The requirement that each State designate 
a single agency to administer or supervise a grant program is con- 
sistent with this principle. But the requirement that a particular 
State agency must administer a grant program is ordinarily an unrea- 
sonable interference with State internal management. 

At the present time two Federal grant programs are restricted to 
specified State agencies. The designation of the State health agency 
to administer maternal and child health funds is not objectionable 
since this is a public-health activity; the reason for designation in 
this case arises because the responsibility for public-health grants is 
divided at the Federal level. With respect to vocational rehabilita- 
tion, however, there is little justification for restricting administration 
of the programs to the State vocational education agency or, as the 
only alternative, to a wholly independent State agency. The States 
should be permitted to locate this program—concerned, as it is, with 
health, training, and placement services—in any State agency which 
administers a closely related activity. The subcommittee endorses 
the recommendation of the Commission on Intergovernmental Rela- 
tions that the Vocational Rehabilitation Act should be amended to 
reflect this change. 

The subcommittee also recommends that Congress consider legisla- 
tive action to repeal section 12 of the Hayden-Cartwright Act of 1934, 
which requires the States to earmark portions of specific taxes for 
highway purposes. This section was originally enacted during the 
depression as an antidiversion provision of the Federal Government’s 
emergency highway-construction program. ‘To avoid the penalty of 
losing up to one-third of its annual apportionment of Federal high- 
way funds, a State is required to use for highway purposes the entire 
revenue from certain tax rates that were in effect when the law was 











cy 


| e 


he 


es 


ire 


FEDERAL-STATE-LOCAL RELATIONS 45 


enacted. As a result, section 12 has become unreasonable and dis- 
criminating in its effects on the States. The Department of Com- 
merce has testified to the subcommittee that this provision no longer 
serves any useful purpose and is difficult to administer. The Depart- 
ment favors its repeal. 

Section 12 of the Hatch Political Activities Act prohibits political 
activity on the pat of any officer or employee of a State or local agency 
whose principal employment is in connection with an activity financed 
in whole or in part by the Federal Government. The penalty pre- 
scribed for a violation of this section is removal from office or employ- 
ment. In addition, the officer or employee involved may not subse- 
quently be reemployed in any State or local agency of the State in 
which he was formerly employed for a period of 18 months. At the 
same time, section 9 of the act, which prohibits political activity on 
the part of Federal employees, imposes asthe penalty for a violation 
either removal or suspension of not less than 90 days. The subcom- 
mittee does not believe the Federal Government is justified in pre- 
scribing a more severe penalty for State and local employees than it 
applies to its own employees. Accordingly, the subcommittee recom- 
mends that Congress consider amending section 12 to conform to sec- 
tion 9 of the Hatch Act. In advancing this recommendation, it is 
not the subcommittee’s intent to express an opinion with respect to 
the merit of prohibiting government employees from engaging in 
political activity. This, as well as the question of the severity of the 
penalty, is a matter outside of the subcommittee’s purview. 

With regard to State unemployment-compensation systems, the 
subcommittee recommends that consideration be given to modifying 
the standards in the Federal Unemployment Tax Act governing ‘‘ad- 
ditional credit”’ to permit the States freedom to reduce their tax rates 
below 2.7 percent of payrolls on a flat-rate basis as an alternative to 
experience rating, provided that such action does not adversely affect 
the solvency of a State’s trust fund. Under existing Federal law, 
experience rating is the only method by which State tax rates can be 
reduced when a 2.7-percent tax rate (90 percent of the 3-percent 
Federal tax on payrolls) produces more revenue than is needed by a 
State’s unemployment fund. The subcommittee believes that the 
choice between the experience rating and flat-rate methods of adjust- 
ing contribution rates is properly a matter for State determination. 
In arriving at this conclusion, the subcommittee has not attempted to 
evaluate the conflicting claims made for the experience rating and 
flat-rate reduction methods; this is a matter which each State should 
resolve for itself. 











MAJOR FINDINGS AND CONCLUSIONS 


1. With relatively few exceptions, the subcommittee has found a 
favorable acceptance throughout the Nation of the grant-in-aid 
principle and of most existing grant programs. 

2. In general, the grant-in-aid is a useful method for harnessin 
cooperative governmental effort in the accomplishment of nationa 
legislative purposes. 

3. The subcommittee believes there is a strong national interest in 
encouraging vigorous and responsible State and local government. 
It should be recognized, however, that the avenues open to the 
Federal Government for promoting this objective are limited under 
our Federal system. 

4. As a desirable goal, the responsibility for public services should 
be decentralized in our federal system to the maximum extent con- 
sistent with the maintenance of responsible and effective government 
for the American people. 

5. To a considerable extent the growth of Federal activities has 
taken place because the States, by constitutional and statutory means, 
have restricted their own powers and those of their subdivisions. In 
many States the populous urban centers have not been given adequate 
authority to enable them to solve pressing local problems. In addi- 
tion, they are often denied fair representation in State legislative 
bodies. Weaknesses in State government, at a time when the respon- 
sibilities of government are being increased by rapidly changing 
conditions, help to facilitate the growth of Federal grant activities. 

6. The “failure” of the States to satisfy urgent public needs has 
been an important contributing factor, but is not a full explanation for 
Federal grant programs. Other important reasons include the 
inability of State and local governments to adequately meet some 
problems because of the lack of fiscal ability, the interstate character 
of modern economic and social activity, the extensive financial powers 
and capacity of the Federal Government, and the tendency of groups 
interested in special public services to concentrate their efforts at the 
Federal level. 

7. The strengthening of State government is an important objective 
that deserves much more attention than it has received from the 
American people. The subcommittee believes that organizations and 
individuals interested in Government services must exert greater 
effort toward improving the representativeness and the effectiveness 
of many of our State governments if we are to preserve a vigorous 
Federal system. 

8. The subcommittee has studied the theory that the States could 
be strengthened and made more responsible by the reduction or 
elimination of some Federal taxes together with the discontinuance of 
some Federal grants. The feasibility of this approach is limited be- 
cause the need for aided activities is frequently greatest in States with 
the smallest taxable resources, and because State constitutional or 
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other restrictions may prevent adequate performance of the activities 
involved. The subcommittee believes that the interest and initiative 
for increasing the responsibilities of the States and localities must 
come from those levels of government. Responsibility cannot be 
created by a transfer of programs and tax sources. 

9. It is imperative that the Federal Government do everything 
possible to promote a favorable climate for the proper functioning of 
the other levels of government. This includes making available to the 
States and localities those revenue sources that are not of primary 
importance to the Federal Government and which are well adapted 
for State and local use. Such action should be taken independently 
of Federal decisions concerning particular grant programs. 

10. When the Federal purpose is to stimulate an activity, and it can 
be demonstrated that this objective has been achieved, the proper 
course should be the termination of Federal aid. This should be done 
by a positive decision and not accomplished as the byproduct of a 
program’s transfer to the States. 

The charge that Federal administrative expenses are excessive in 
grant programs is not supported by the evidence. The subcommittee 
has examined the Federal administrative costs associated with 
representative grant programs—the “freight charges,” as they have 
been called—and finds them a surprisingly small percentage of total 
grant expenditures. This fact, however, should not obscure the need 
for continuous effort to achieve the greatest possible economy and 
efficiency in the operation of grant programs. 

12. There are no easy classification schemes or fixed formulas for 
determining whether or not a grant program should be undertaken or 
continued. Each proposal must be judged on its merits in relation 
to the evidence of the need for and propriety of Federal assistance 
and the competing demands for Government funds. 

13. Inasmuch as grant legislation originates in separate committees 
of the Congress, as well as in separate executive departments and 
agencies, it is highly desirable that proposed financial formulas 
and administrative requirements be examined by a central advisory 
unit for their harmony with existing grant legislation and their 
probable influence on the total grant structure. 

14. The subcommittee believes there is need for a permanent 
advisory body to help improve relationships between the levels of 
government. Although occasional studies and ad hoc committees 
serve a useful purpose, they are not an effective substitute for con- 
tinuous review of intergovernmental programs and problems from 
the standpoint of the Federal system as a whole. 

15. On the whole, the testimony and correspondence received by 
the subcommittee from officials of State and local government indicate 
a fairly high degree of satisfaction with Federal participation in 
existing grant programs. Much of the present dissatisfaction with 
grant programs results from the use of narrow categories for promoting 
meat objectives within a general field of activity. 

There is need for an overall review of the varying conditions 
lad riwaitiols which apply to grant programs to determine their appro- 
priateness for the grant structure as a whole. It is particularly im- 
portant that the various financial formulas be reexamined in the light 
of their suitability for individual program objectives and their com- 
bined relationship to each State’s fiscal capacity. It is not the sub- 
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committee’s view that a uniform set of provisions, or a single financial 
formula, is necessarily appropriate for all grant programs. The 
subcommittee finds, however, that many of the existing differences 
are difficult to justify and do not add up to a rational grant structure. 

The subcommittee has found administrative procedures and 
requirements unusually burdensome for the States and their sub- 
divisions in the public assistance program. Although the existence 
of four separate assistance categories appears to be mainly responsible 
for this condition, the complexity of financial formulas is also a con- 
tributing factor. It is the subcommittee’s belief that worthwhile 
economies could be obtained from a simplification of these formulas. 

18. A more pressing matter requiring attention in the public assist- 
ance program is the inequitable distribution among the States of 
Federal grants for old-age assistance. Differences in the strictness 
with which the concept of need is interpreted by the various States has 
resulted in a Federal aid pattern that is difficult to defend. 

19. Throughout its investigations the subcommittee has sought to 
test and evaluate the numerous findings and recommendations of the 
Commission on Intergovernmental Relations. In general, the sub- 
committee is in agreement with the Commission’s interpretation of 
federalism and its views on grants-in-aid. These, for the most part, 
are not susceptible of translation into concrete legislative proposals. 
The Commission’s recommendations appear to have stimulated efforts 
at the Federal level for the improvement of administrative procedures 
in some grant programs. However, the Commission’s report has had 
little discernible effect upon the States. The subcommittee also found 
relatively little interest on the part of the States in the Commission’s 
suggestions that they assume more responsibility for soil conservation 
work and that they participate to a greater extent in the enforcement 
of national wage-and-hour laws and other Federal regulatory acts. 
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RECOMMENDATIONS 


1. The subcommittee recommends that in enacting grant legisla- 
tion, Congress should include the following provisions for clarifying 
program objectives and the legislative intent: (1) A clear expression 
of the nature and extent of the problem and of program goals, (2) 
indication as to whether the grant is intended to be stimulating or 
supporting—or both, (3) a requirement for periodic review of the 
program, which would include an assessment of its accomplishments, 
the extent of the unmet need, and the question of whether or not the 
program should be continued, and (4) where appropriate and desirable, 
a termination date. 

2. The subcommittee recommends the establishment of a broadly 
based Advisory Commission on Intergovernmental Relations, drawing 
its membership from the Congress, the executive branch, governors, 
State legislators, mayors, county officials, and private citizens. The 
subcommittee envisages that such a large body would meet infre- 
quently, but would maintain working committees to deal with special 
problems and would be assisted by a permanent professional staff. 
The Commission would make periodic reports to both the President 
and the Congress and could function as the central unit for examining 
grant proposals and advising the committees of Congress and the 
departments and agencies on the probable effects of such proposals 
on the total grant structure and on the Federal system. 

3. The subcommittee recommends also that the staff unit for inter- 
governmental relations in the Executive Office of the President be 
strengthened. With the aid of this staff, the President should give 
concentrated and vigorous attention to the coordination and im- 
provement of Federal grant programs. Particular attention should 
be directed to the effects of Federal policies on our urban communities 
and metropolitan areas. 

4. The subcommittee recommends that Congress and the President 
give increased attention to the overall pattern of intergovernmental 
relationships when considering individual grant measures. It is 
recommended that the financial formulas and administrative require- 
ments of grant proposals should be submitted to the proposed Ad- 
visory Commission for an evaluation of their consistency with existing 
grant legislation and their impact on the total grant structure. 

5. The subcommittee recommends that an effort be made to obtain 
greater standardization of the conditions and controls applicable to 
existing grant programs. Special. attention should be given to the 
various financial formulas to ascertain their suitability for individual 
program objectives and their combined effect in relation to each 
State’s fiscal capacity. This work might also be performed by the 
proposed Advisory Commission. 

6. While aware of the administrative. difficulties caused by the use 
of special categories within some programs, the subcommittee, never- 
theless, is appreciative of the strong legislative reasons for confining 
grants to narrow segments of a samen activity. As one means for 
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increasing the flexibility of these programs, the subcommittee recom- 
mends that the Congress provide authority for the transfer of up to 
20 percent of Federal apportionments between the special categories 
of any program, when such transfer is requested by a governor and 
approved by the responsible Federal agency as being in the public 
interest. At the present time the subcommittee’s recommendation 
would apply only to the public health and vocational education 
programs. 

7. The subcommittee recommends that the Department of Health, 
Education, and Welfare study and report on feasible methods for 
improving the equitableness of Federal financial participation in 
State programs for old-age assistance and the other public assistance 
categories. 

8. The subcommittee believes that the Federal Government should 
take particular care to avoid burdening the States with unnecessary 
or unreasonable administrative requirements. In accordance with 
this principle, the subcommittee recommends that Congress, through 
its appropriate legislative committees consider: 

(a) Amending the Vocational Rehabilitation Act to remove 
the present rigid limitation on State choice of an appropriate 
agency for administering the vocational rehabilitation program. 

(6) Repealing section 12 of the Hayden-Cartwright Act of 1934, 
which requires the States to earmark portions of specific taxes 
for highway purposes. 

(c) Amending section 12 of the Hatch Political Activities Act, 
which prohibits political activity on the part of certain State and 
local employees, so that the penalty for violation is no more 
severe than the penalty prescribed for Federal employees under 
similar circumstances. 

(d) Amending the Federal Unemployment Tax Act to permit 
the States freedom to reduce their tax rates for financing unem- 
ployment compensation benefits below 2.7 percent of payrolls on a 
flat rate basis, as an alternative to experience rating, provided 
that such action does not adversely affect the solvency of 
State’s trust fund. 
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ApprpEeNpIx A 


CoNGRESS OF THE UNITED States, INTERGOVERNMENTAL RELATIONS 


SUBCOMMITTEE OF THE House CoMMITTEE ON GOVERNMENT 
OPERATIONS 


Questions for Regional Hearings on Intergovernmental Relations 
September—December 1957 


I, GRANT-IN-AID PROGRAMS 


1. In general, are you satisfied or dissatisfied with the Federal role 
in existing grant-in-aid programs? If dissatisfied, please explain 
your position, relating it to specific programs insofar as possible. 

2. (a) To what extent, if any, has the growth of Federal programs 
in fields traditionally considered State and local responsibilities been 
due to the failure of the States and localities to act in these areas? 
Please explain. 

(b) Are there barriers to effective and responsive State and local 
governments? If so, what are these barriers and how can they be 
removed? 

3. Is the present arrangement whereby the Federal Government 
shares administrative responsibility for programs with State and local 
governments sound, or would you prefer that complete responsibility 

or each program be allocated to a single level of government? 

4. (a) Are there any present grant-in-aid programs which you 
would like to see completely a State (and/or local) responsibility? If 
so, please identify these programs and give your reasons. 

(6) If you favor exclusive State (and/or local) responsibility for 
some grant programs, do you believe that any tax areas, or portions 
thereof, now occupied by the Federal Government should be re- 
linquished to the States? If so, please identify these tax areas. 

5. If some or all Federal grants were discontinued with the simul- 
taneous discontinuance of an equal amount of Federal taxation (by 
vacating certain tax fields or reducing tax rates)— 

(a) Would your State be able and willing to raise sufficient 
revenues to continue the programs concerned at their present 
levels? 

(b) Would your State be likely to terminate or substantially 
reduce any existing programs? If so, please identify such pro- 
grams and explain the basis for your opinion. 
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6. If Federal grants now made directly to local governments were 
terminated (e. g., slum clearance and urban renewal, public housing, 
airport construction )— 

(a) Would the municipalities in your State be able and willing 
to finance these programs alone from local revenue sources now 
available to them? 

(6) Is it likely that the cities in your State would be given 
enlarged taxing powers to continue these activities? 

(c) Would your State Government be likely to assume more 
financial responsibility for these activities than it does at present? 

(d) Would your answer to (a), (6), and (c) be different if an 
appropriate amount of Federal taxes were discontinued at the 
same time that Federal grants were terminated? 

7. What tests or criteria can you suggest for use by Congress in 
determining— 

(a) Whether to undertake new grant-in-aid programs? 

(6) Whether to continue or terminate existing grants? 

What recommendations, if any, do you have for improving inter- 
sieumnanana cooperation in existing grant-in-grant programs in order 
to achieve greater economy and efficiency? 


II. RECOMMENDATIONS OF THE COMMISSION ON INTERGOVERNMENTAL 
RELATIONS 


1. What is your appraisal of the impact to date of the recommen- 
dations of the Commission on Intergovernmental Relations (the 
Kestnbaum Commission), with particular reference to its effect on— 

(a) State legislatures? 
(6) The executive branch of State governments? 
(c) Local governments? 

2. What is your opinion of the Commission’s recommendations? 

3. Are you opposed to any specific recommendations of the 
Kestnbaum Commission? If so, would you please identify such 
recommendations and give your reasons for opposing them. 


III. INTERGOVERNMENTAL RELATIONS OTHER THAN GRANTS-IN-AID 


1. Are there any important problems of an intergovernmental 
nature at your level of government (other than problems involving 
grant-in-aid programs) which are caused or aggravated by the 
actions or inaction of another level of government? If so, please 
describe such problems. (The subcommittee is particularly interested 
in problems involving nongrant cooperative programs and activities. ) 

2. What suggestions, if any, can you make for solution of such 
intergovernmental problems? 


IV. EMERGING PROBLEMS 


(a) Do you foresee the emergence of important new problems 
whieh: in your opinion, will necessitate government action but which 
your level of government will be unable to handle by itself? 
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(b) What steps do you think might be taken to enable you to better 
meet such problems? 

(c) Could interstate and regional compacts be used as an effective 
substitute for direct Federal participation in meeting emerging 
problems? 


V. GENERAL COMMENTS 


The subcommittee would be pleased to have your views on any 
important aspects or problems of intergovernmental relations which 
have not been covered in response to the preceding questions. 


Subjects for Consideration, Regional Hearings on Intergovernmental 
Relations, September—December 1957 


\. POSSIBLE FEDERAL ACTIONS FOR IMPROVING THE OPERATION OF 
GRANT-IN-AID PROGRAMS AND FOR PERMITTING STATES A LARGER 
SHARE OF ADMINISTRATIVE RESPONSIBILITY 


1. Auditing 


Grant of authority by Congress for the Comptroller General to 
establish minimum standards for State auditing of grant programs; 
when such standards were met by a State, the Federal program 
agencies would be relieved of responsibility for conducting detailed 
fiscal audits of that State’s grant programs. The Comptroller General 
would spotcheck State performance and provide technical assistance 
upon request. 

2. Merit system requirements 


Establishment of minimum standards for State merit systems by 
Congress (or by a Federal agency authorized by Congress to establish 
such standards); when such standards were met by a State, the 
Federal program agency would discontinue supervising that State’s 
merit system practices. State performance would be reviewed peri- 
odically. (This approach should be discussed separately for grants 
now requiring a merit system and for possible application to all 
Kederal grant programs.) 

3. Organization 


Permit States to designate the appropriate operating agencies for 
receiving and administering Federal grants. (This would require 
amendment of Federal laws governing the maternal and child health 
and the vocational rehabilitation programs.) 


{. Appropriations 

(a) Appropriate funds for continuing grant programs that are sub- 
ject to fixed allotments for 2 years at a time. (This is now done in 
the highway and airport programs.) 

(b) Provide at least 1 year’s notice by Congress before the termina- 
tion of Federal grants in any program in order to enable the States to 
make necessary budgetary adjustments. 
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Appeals procedure 

Provide for judicial review (or an independent administrative re- 
view) in all grant programs in cases of State dissatisfaction with Fed- 
eral agency rulings on questions of conformity and compliance with 
legal requirements. 

Information 

(a) Require Federal agencies to notify each governor of major 
problems affecting the operation of grant programs in his State and 
major policy changes in such programs. 

(6) Require Federal agencies to transmit to each governor informa- 
tion copies of all correspondence (or correspondence of designated 
types) sent to State agencies. 

?. Participation of State government in Federal-local programs 

Permit each State to determine by legislative action whether 
Federal aid should be channeled through State agencies rather than 
directly to local governments. 

(b) Give States incentive as well as an opportunity to participate 
in Federal-local programs. This might be done through Federal laws 
permitting a direct Federal-local relationship, but offering a higher 
proportion of Federal aid to States willing to enter into a unified pro- 
gram and to provide State matching funds. 


B. POSSIBLE MODIFICATIONS OF EXISTING FEDERAL GRANT PROGRAMS 


Public assistance 

(a) Retain open-end authorization, but compute the maximum 
State expenditure in which the Federal Government will participate 
in terms of an average of all assistance payments within each special 
purpose category, rather than on an individual case basis as at present. 

(6) Substitute a closed-end block or broad-purpose welfare grant 
(including general assistance and aid to children in foster homes) for 
the present open-end formula and relate both the size of the allotment 
and matching requirements to each State’s fiscal capacity. 

(c) Establish a Federal definition of need as a means of moderating 
interstate differences in eligibility requirements for the grant-aided 
categories. 

2. Public assistance and§child welfare services 

Permit the States (either by Federal statute or administrative 
regulation) to provide for the performance of both ADC and CWs 
duties by an individual caseworker when both types of services are 
required in a single household. 

3. Child welfare services 


(a) Change the grant formula so as to relate allotments to the 
number of children and fiscal ability of each State and to require 
State matching funds. 
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(b) Remove restrictions limiting the use of Federal funds to pre- 
dominantly rural areas. 


4. Public health 

(a) Substitute a single consolidated (or block) grant for the present 
separate categorical grants. 

(6b) As an alternative to a single public health grant, permit the 
transfer of a portion of allotted inde between special purpose cate- 
gories at a State’s discretion. 

(c) At the Federal level, combine administration of or increase 
coordination in health grants now under the Children’s Bureau and the 
Public Health Service. 

5. Highways 

(a) Permit a State to operate under an administrative plan for 
primary roads similar to that now permitted for the secondary system. 

(6b) Change allotment formula for primary and secondary roads to 
give added weight to factors of population, highway use, and motor 
vehicle registration. 

(c) Provide for the allotment of Federal grants directly to large 
municipalities where this is not prohibited by State law. 

6. Unemployment compensation 

(a) Combine wages earned in all States in determining the eligi- 
bility and benefits of multistate workers. 

(b) Permit States freedom to explore across-the-board reduction 
in contribution rates as an alternative to experience rating. 

(c) Modify present tax and grant arrangements in one of several 
ways: 

(1) Allow 100 percent credit against Federal payroll tax and 
eliminate grants for State administration. 

(2) Allow 95 to 98 percent tax offset with Federal taxrevenues 
exceeding Federal administrative costs going into a fund for 
emergency assistance to needy States. Grants for State adminis- 
tration would be eliminated. 

(3) Allow 95 to 98 percent tax offset with State administrative 
costs being shared equally by the State and Federal Governments. 

(4) Make the administration and financial support of unem- 
ployment compensation and employment service completely a 
Federal responsibility. 

?. Civil defense 
Permit the Federal agency to deal directly with critical target cities. 


AprpENpIx B 


FEDPRAL ExPpENDITURES AssociIATED Wi?TH THE ADMINISTRATION OF 
PROGRAMS OF GRANTS-IN-AID TO STATE AND LocaLt GOVERNMENTS ! 


In the absence of a detailed and specific system of cost accounting 
and reporting, it is most difficult to assess those Federal expenditures 


| Prepared by I. M. Labovitz, senior specialist in social welfare, Legislative Reference Service, Library of 
Congress, 
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which represent costs of administering programs of grants-in-aid to 
State and local governments. There are no compilations for grant 
administration and related activities as a category of Federal expendi- 
tures. A definitive estimate of the relationship between (a) the 
amounts of the grants and (6) the Federal administrative and other 
expenses associated with the grant programs presupposes a detailed 
examination of the financing and administration of each program. 

The tabulation presented in this report is based upon examination 
of the budget presentation for 10 programs—the 4 largest Federal 
grant programs and several smaller ones chosen to represent diverse 
administrative arrangements. The figures are derived from the 
budget for 1958 (issued in January 1957). The programs reviewed 
here account for 83 percent of all Federal grant expenditures (includ- 
ing highway grants) in 1956, 85 percent as estimated for 1957, and 82 
percent for 1958. The remaining 15 to 18 percent of Federal grant 
expenditures in these years are divided among some 58 other separate 
grant programs. 

In this review, a broad or inclusive concept of “administration” or 
of “related Federal expenditures” is implicitly employed, to avoid 
understatement of related costs. The comparison for the individual 
programs is presented in terms of the ratio, to the grants-in-aid, of 
expenditures by Federal agencies for “administration and research’’ 
or for “salaries and expenses” financed from appropriations closely 
related to each grant-in-aid program. In addition, certain prorated 
overhead expenses are sided in a lump sum for the group of grant 
programs included in this review. 

In general, the Federal expenditures associated with grant pro- 
grams, and often financed out of the same or closely related appro- 
priations, comprise a mixture of expenses for administrative, super- 
visory, and accounting activity; for technical, consultative, and 
advisory services to State and local governments; for related direct 
Federal services to the public or to nongovernmental organizations; 
for research and publication services; and for other activities associated 
with the grant-aided activities only because the same general subject 
matter or operating agency is concerned. In a few instances, the 
appropriation associated with an individual grant program covers 
Federal activities which probably would be carried on whether or not 
Federal grants are made available for related purposes; in other 
instances, the administrative expenditures are almost exclusively 
attributable to the grant program. 

Administrative expense estimates for 1958 for individual programs, 
unlike those for earlier years, include apportioned amounts of one 
important type of overhead expense—namely, employer contributions 
to the civil service retirement fund. On the other hand, the grant- 
related costs for individual programs omit other general overhead 
costs of the Government, some limited portion of which might properly 
be ascribed to the several grant-in-aid programs—i. e., costs of the 
General Accounting Office, the Executive Office of the President, the 
general management of the departments and agencies in which the 
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grant-administering units are located, certain central services of 
personnel recruitment, procurement, and fiscal and property manage- 
ment; and part of the interest on the public debt. Rentals and other 
expenses for providing office space and services are included in the 
“related Federal expenditures” to the extent that the operations are 
conducted in space acquired or leased for the individual agency. For 
example, the administrative expenses shown for the Federal-aid high- 
way program include $380,000 in 1958 for rents and utility services. 
The full cost of space and utilities probably is not reflected for those 
activities which are conducted in buildings owned or rented by the 
General Services Administration for the use of Government agencies 
generally. 

In general, any prorating would reflect the fact that grants to State 
and local governments in the years covered were from 5.5 to 7 percent 
of all Federal budget expenditures plus highway trust fund expendi- 
tures. 

However, simple prorating of the Government totals for the various 
indirect items would not be warranted, as it is clear that many would 
not be proportionately reduced, if reduced at all, by elimination of the 
Sodetel avaun expenditures. A rough prorating of two leading cate- 
vories of indirect costs—the tax-collecting expenses of the Internal 
Revenue Service and the auditing expenses of the General Accounting 
Oflfice—is included in the computations, thus bringing a major part 
of such overhead items into the totals. 


SUMMARY OF FINDINGS 


For the grant programs examined, the total of directly related 
Federal expenditures for administration, research and other associated 
activities was estimated in January 1957 at $54.5 million for the 
fiscal year 1958. This represents 1.2 percent of the amount of grant 
payments to State and local governments. The comparable ratio for 
1956 is 1.2 percent and, for 1957, 1.1 percent. 

With the addition of prorated costs of Federal tax collection and 
General Accounting Office services, the total of Federal expenditures 
for activities associated with 10 grant programs reviewed become 1.6 
percent for 1956, 1.5 percent for 1957, and 1.6 percent for 1958. 

The table gives for directly related costs the ratios for each grant 
program in all 3 years and the dollar amounts for 1958; it summarizes 
the prorated indirect costs. 

For the individual programs reviewed, the ratios of direct costs to 
grant expenditures during 1956-58 range from one-tenth of 1 percent 
for the largest Federal grant program, public assistance, to 9 percent 
in 1956 for the slum clearance and urban renewal program. 
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Federal administration and research expenditures as a percentage of grant expendi- 


tures for various programs of Federal aid to State and local governments fiscal years 
1956, 1957, and 1958 





Federal adminis- | 
tration and 1958 expenditures 
| research as percent (in thousands) ! 


| of Federal grant 
Federal-aid program | 








| | Adminis- 
| 1956 1957 | 1958 Grants | tration and 
oa dil research 
| | } 
Expenditures directly related to specified program: | | | 
Federal aid for highways- - - . oe ke’ Gas 1.0; $1,654, 000 $16, 625 
Public assistance _ - AS OT 1, 679, 400 2, 192 
Employment security ? } 23] 23) 24] 257, 000 | fi, 280 
School lunch. i 1.3 | 1.4 1.4 98, 575 1, 425 
Donations of surplus agricultural commodities *_____ r “261 RO 9) 323, 739 | 3, 063 
Cooperative agricultural extension work | 4.3 | 40 | 4.3 4, 467 | 2, 341 
Vocational rehabili: ation - 1 3.07 27 2.9 49, 306 1, 432 
Children’s Bureau grants_ 6.3) 46] 51] 41, 500 2, 133 
Low-rent public housing ¢. , 2.9| 1.9) 3.1 4 427,600 | 13, 300 
Slum clearance and urban renewal §. _- | O24) 46 5.0 | 5114, 500 | 5, 734 
Total: directly related expenditures for the 10 | 
programs *__ } 12} 21] 12) © 4,700,087 | 54, 525 
Overhead expe snditures (tax collection and general account-— | | | 
ing expenses) prorated for the 10 programs 7____- a 4) .4]° 1A shut 20, 359 
Total administrative and research expenditures, | 
direct and prorated, for the 10 programs ?_.........| 1.6 15) 16 } 74, 884 


e 


1 E stimates from budget of the U. 8. . Gov ernment for fiscal year ending June 30, 1958. 

3 These figures relate expenses of the Bureau of Employment Security, Department of Labor, to the direct 
grants paid to States for administering the program. The total of Federal administrative expense, including 
collecting and accounting for the tax as well as administering grants, is estimated at 2.3 percent of the Federal 
unemployment tax collected in 1956, 2.4 percent in 1957, and 2.6 percent in 1958. 

3 Relates administrative expense to total value of commodities distributed, including those contributed 
by the Agricultural Marketing Service under sec. 32 of the Agricultural Adjustment Act of 1935, as amended, 
and those contributed by the Commodity Credit Corporation in connection with its price-support 
operations. 

* For low-rent public housing, the expenditure estimate for fiscal 1958 comprises $328,600,000 for new loans, 
as well as $99,000,000 in grants for annual contributions. Administrative expenditures for the program relate 
to both the grants and the loans and are shown on this basis in the table. If computed as a percentage of the 
grants alone (excluding the loans), the administrative expenditures in 1956 were 11.3 percent, and were 
estimated for 1957 at 11.6 percent and for 1958 at 13.4 percent. 

5 For slum clearance and urban renewai, the expenditure estimate for fiscal 1958 comprises $64,000,000 for 
loans to local public agencies, as well as $50,500,000 for capital grants. Administrative expenditures for the 
program related to both the grants and the loans and are shown on this basis in the table. If computed as a 
percentage of the grants alone (excluding the loans), the administrative expenditures in 1956 were 23.5 
percent, and were estimated for 1957 at 9.5 percent and for 1958 at 11.4 percent. 

¢ The expenditure total for the 10 programs for fiscal 1958 includes $392,600,000 for loans for low-rent public 
housing and for slum clearance and urban renewal. When these loans are excluded from the base, the 
directly related administration and research expenditures, $54,525,000, equal 1.3 percent of the grant expendi- 
tures of $4,307,487,000 for fiscal 1058; and the corresponding ratio for 1956 is 1.3 percent and for 1957, 1.2 percent 

7 These ratios compare administrative costs with the total of grant and loan expenditures for the 10 pre- 
grams reviewed. With loan expenditures omitted from the base, the percentages are slightly higher—i. e 
for prorate tax collection and general accounting expenses, the ratio is just under 0.5 of 1 percent for each 
year; and for the aggregate of direct and prorated expenses to grant expenditures for the 10 programs the 
percentages become 1.8 for 1956, 1.7 for 1957, and 1.7 for 1958. 





Sources: Basic data are from the budget of the United States Government for the fiscal year ending June 
30, 1958 (1957). This table is a revision of a similar table included in a report, ‘‘ Federal Expenditures 
Associated with the Administration of Programs of Grants-in-Aid to State and Local Governments,” Apri! 
17, 1957. ‘The earlier report describes in detail the derivation and scope ofthe figures; however, it dues not 
include slum clearance and urban renewal among the programs reviewed. 
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APPENDIX C 


A CHRONOLOGY OF FEDERAL Errorts To Stupy, CoorDINATE, AND 
Improve FeperAL-StTatTe-LOcAL RELATIONS, 1908-58 ! 


SUMMARY 
1908 1. President Theodore Roosevelt calls the first governors’ conference. 


1933-36 2. Federal Government encourages interstate cooperation for crime 
control. 


1935-43 3. President’s committees study Federal property ownership problem. 

1937 4. National Resources Board: Promotion of State planning. 

1939 5. Cooperation in the collection of State and local income taxes from 
Federal personnel. 

1940 6. Federal-State cooperation in drafting State legislation inaugurated. 

1940-41 7. President Franklin D. Roosevelt appoints special staff to coordinate 
Federal programs involving intergovernmental relationships. 

1941-42 . Wartime fiscal policies for State and local government. 

1941-43 9. United States Treasury Department establishes Committee on 
Intergovernmental Fiscal Relations. 

1942 10. President Roosevelt calls Federal-State conference on war restric- 
tions. 

1943-46 . Council on Intergovernmental Relations organized. 


11 
1945 12. Pacific Coast Board of Intergovernmental Relations established. 
1947 13. Senate Subcommittee on Intergovernmental Relations established. 
1947-48 14. Joint conference on Federal-State tax relations held. 

15 


1948 5. Conference on Federal-State-local fiscal relations held; legislative 
proposals drafted. 

1949 16. First Hoover Commission Report on Federal-State Relations 
published. 

1949 17. House Intergovernmental Relations Subcommittee established. 

1951-52 18. House Subcommittee on Tax Coordination established. 

1953 19. President Eisenhower addresses governors’ conference on impor- 


tance of intergovernmental cooperation. 

1953-55 20. Commission on Intergovernmental Relations created. 

1955-58 21. Congress takes steps to evaluate and implement the report of the 
Commission on Intergovernmental Relations and study Federal- 
State relations. 

1956 22. Executive Office of the President staffed for attention to inter- 
governmental relations. 


1956-58 23. Joint Federal-State bill drafting program extended and improved 

1957 24. President Eisenhower again addresses the governors’ conference, 
proposing the establishment of a joint action committee. 

1957 25. Joint Federal-State Action Committee established. 


Notr.—This chronology represents an attempt to record the principal efforts 
made by the executive and legislative branches of the Federal Government during 
the past half century to study, coordinate, or improve intergovernmental rela- 
tionships. Every effort has been made within the time limits available for this 
compilation to assure both its completeness and accuracy. 


1908 


1. President Theodore Roosevelt calls the first governors’ conference 

Ever since President Jefferson had written in a letter to the Gov- 
ernor of Massachusetts in 1807, concerning the desirability of “a 
more intimate correspondence between the executives of the several 
States, and that of the Union,” there had been need for informal 
machinery of communication between the President of the United 
States and the governors. The first such meeting ever held was 
summoned by President Roosevelt in 1908 for the purpose of con- 


'Prepared by Dr. W. Brooke Graves, Specialist in American Government and Public Administration 
Legislative Reference Service, Library of Congress. 
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sidering the conservation of natural resources. Governors Hughes 
and Wilson addressed the 1910 meeting. Although the conference 
was generally hailed as an epoch-making event, and although it 
continued to meet regularly (1917 was the only exception), it accom- 
plished little beyond providing a forum for the discussion of common 
problems during its early years. 

In 1919, Mr. Wilson, then President, summoned a White House 
conference of governors and mayors to consider problems of reemploy- 
ment at the end of World War I. The governors met with President 
Coolidge once, and years later, with President Franklin D. Roosevelt 
once. Among more recent developments, they have met three times 
with President Eisenhower to consider questions relating to the 
national security, intergovernmental relations, and employment 
security. Also, in these later years, regional conferences of governors 
have been organized in the southern, western and New England 
regions, in each of which a formal organization now exists and in each 
of which regular meetings are held. Special conferences of governors 
of selected States are frequently summoned to consider some current 
problem of mutual interest, such as—for example—metropolitan area 
problems, parks and recreation areas, or flood-control measures. 

In evaluating the program of the conference at the close of half a 
century, the Council of State Governments observed that ‘‘during 
five decades the governors have developed a new instrument for per- 
fecting the Union of the States.” 

For reference, see: 

There is no comprehensive history available on the organiza- 
tion and work of the conference, but in recent years the Council of 
State Governments has issued a booklet which contains summaries 
of the history of the conference. See, for example, Governors of 
the American States, Commonwealths and Territories, 1957, 
pages 1-19. 

The development and influence of the governors’ conference as 
an institution is the theme of several articles in the summer, 
1958, issue of State Government, the Journal of State Affairs, 
published by the Council of State Governments. This issue of the 
magazine, the first in its new format as a quarterly, is designated 
the governors’ conference 50th anniversary issue. 

The proceedings of the annual meetings have been regularly 
published, prior to 1935 at Live Oak, Fla., the home of former 
Gov. Cary A. Hardee, who served for many years as executive 
secretary; since 1935 by the Council of State Governments, which 
now serves as general secretariat for the conference. 


1933-36 


2. Federal Government encourages interstate cooperation for crime control 

Federal intérest in the interstate compact asa device for combat- 
ing crime was accelerated in 1933 when Gordon Déan was appointed 
to the Department of Justice staff with the specific assignment of 
promoting the use of interstate compacts for this purpose. The inter- 
state crime compact was approved 2 years later, followed in 1936 by 
the organization of the Association of States Signatory to the Inter- 
state Prison Compact, as it was first called. Proceedings of this first 
annual meeting were published in Washington in 1936. In 1945, this 
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! organization became the Parole and Probation Compact Administra- 
tors’ Association, its purpose being to facilitate cooperation, the ex- 
change of information, and to bring about a more effective implemen- 
tation of interstate probation and parole supervision. By 1951 all 
States were members and cooperating in what is now a virtually com- 
plete uniformity in interstate cooperation in parole and probation 
supervision. Aside from Alaska the only parts of the United States 
not now covered are the District of Columbia and the Federal posses- 
sions, 
lor reference, see: 
Council of State Governments. The Handbook on Interstate 
Crime Control, various editions. Chicago, 1955. 
Crihfield, Brevard E. Crime Control and Uniformity of Crimi- 
nal Laws. Journal of Criminal Law, Criminology, and Police 
Science, January-February 1952, pages 571-588. 
The Interstate Parole and Probation Compact. Fed- 
eral Probation, June 1953, pages 3-7. 
Dean, Gordon. The Interstate Compact—a Device for Crime 
Repression. Law and Contemporary Problems, October 1934, 
pages 460-471. 
Ellis, William J. Interstate Parole and Probation Compact: 
an Appraisal After Ten Years Operation. State Government, 
March 1945, pages 40-42 ff. 
Rubin, Sol. The Standard Probation and Parole Act: Fifteen 
Years Later. Federal Probation, December 1955, pages 9-14. 


1935-43 


President’s committees study Federal property ownership problem 

President Roosevelt in 1935 appointed a committee consisting of 
the Secretary of the Treasury, the Attorney General, and the Acting 
Director of the Bureau of the Bud get to make a study of Federal 
ownership of real estate and its bearing on State and local taxation. 
For the report, see: 

United States Congress. House. Committee on Public Build- 
ings and Grounds. Federal Ownership of Real Estate and Its 
Bearing on State and Local Taxation. House Document No. 
111, 76th Congress, 1st session. Washington, 1938. 

Following one of the recommendations in that report, the President 
established an interdepartmental Federal Real Estate Board to make 
further studies and specific recommendations for legislation. For 
the Board’s report, submitted in 1943, see: 

United States Federal Real Estate Board. Federal contribu- 
tions to State and local governmental units with respect to 
federally owned real estate. Message from the President * * * 
transmitting a report * * * Washington, 1943. 50 pages. 
(78th Cong., 1st sess., H. Doe. 216). 


1937 


/ 


4. National Resources Board: Promotion of State planning 

There had been a considerable background of planning in many 
American cities, but the movement had made little headway in the 
States until, during the depression, financial and technical assistance 
29575—58——6 
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was provided for that purpose by the National Resources Board. By 
1940, planning legislation was or had been in effect in all but seven 
States. Even as of that date, when 34 laws were still on the books, 
some of the boards were more or less inactive and many more have 
since either become inactive or have been abolished altogether. The 
parent national agency was abolished in 1943. During the period of 
its existence, the Board also took an active interest in urban and 
regional problems. 
1939 


5. Cooperation in the collection of State and local income taxes from 
Federal personnel 

Following Supreme Court decisions holding that the constitutional 
doctrine of intergovernmental tax immunities does not prevent the 
Federal Government from collecting individual income taxes on the 
compensation paid by State and local governments to their personnel. 
Congress enacted the Public Salary Tax Act of 1939. This authorized 
State and local governments to apply their income taxes to compensa- 
tion paid by the Federal Government to its personnel. Subsequently, 
a Bureau of the Budget circular instructed Federal executive branch 
agencies to supply payroll information to State and local government 
tax authorities, as an aid in their collection of taxes from Federal 
personnel. This instruction has been revised and expanded from time 
to time; it is still in effect. It was superseded in part by congressional 
legislation in 1952, authorizing the Secretary of the Treasury to make 
agreements with States for the withholding of State income taxes 
from the pay of Federal personnel residing in States which apply a 
tax-withholding system to their residents generally. Under this law, 
11 States and Territories now have agreements with the Federal 
Government. 

1940 


. Federal-State cooperation in drafting State legislation inaugurated 

In 1940, a new cooperative arrangement involving the National 
Conference of Commissioners on Uniform State Laws, the Council of 
State Governments, and the United States Depar tment of Justice had 
been worked out and put in operation. Undertaken as a means of 
meeting emergency situations in wartime, these arrangements were 
continued in peacetime and now, in the form of the Committee on 
Suggested State Legislation of the Council of State Governments, 
have proven to be of great usefulness in extending the principle of 
cooperation and the benefits of uniformity into many new fields. 

The council receives from State officials proposals for State legisla- 
tive consideration, often relating to new problems. ‘Those proposals, 
which might concern Federal agencies or require Federal cooperation, 
are transmitted to the Executive Office of the President, for reference 
to appropriate Federal departments and agencies. Similarly, the 
Office receives proposals which Federal agencies wish to call to the 
attention of the States. With respect to doth types, the Office con- 
sults with affected Federal agencies, assists in the coordination of 
views and the resolutions of conflicts, and acts in a liaison capacity 
with the council whose committee on suggested State legislation under- 
takes the drafting of appropriate legislation to be submitted to and 
considered by the legislatures of the several States. 
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For reference, see: 

Council of State Governments. Suggested State Legislation: 
Program for 19—. Chicago, annually. Originally issued on a 
biennal basis, publication has been annual since 1947. 

———. Index to Suggested State Legislation. Programs for 
1941-57. Chicago, December 1956. 

Andrews, John W. The Federal-State Program of Suggested 
State War and Postwar Legislation for 1945— a Review. State 
Government, November 1945, pages 211-214, 216. 

———. New Mechanics of Federal-State Cooperation. Fed- 
eral Bar Journal, October 1945, pages 42-54. 


1940-41 


7. President Franklin D. Roosevelt appoints special staff to coordinate 
Federal programs involving intergovernmental relationships 

The administration made two attempts, at about this time, at co- 

ordination of its programs involving intergovernmental relations. In 

one of these, James McReynolds of the White House staff was as- 

signed the task; in the other which took place in 1940-41, the assign- 
ment went to Guy Moffat. Both attempts were short lived. 


1941-1942 


8. Wartime fiscal policies for State and local government 

Within a week after Pearl Harbor, the Council of State Governments 
issued a statement on wartime fiscal policies for State and local 
governments, drawn up shortly before in a conference with Federal 
officials. This conference and the issuance of the statement led to 
a continuing relationship in the form of the Joint National-State-Local 
Committee on Fiscal Policies and Practices. This body was recognized 
by the President. It consisted of representatives of the Secretary 
of the Treasury and the Director of the Bureau of the Budget, along 
with 10 or 12 officials and legislators from the States. In November 
1942, a revision of the policy statement was issued. The text will be 
found in: 

Council of State Governments. Wartime and Postwar Prob- 
lems and Policies of the States. Report and Recommendations 
of the Interstate Committee on Postwar Reconstruction and 
Development. Chicago, May 1944. 


1941-1943 


9. U.S. Treasury Department establishes committee on intergovernmental 
fiscal relations 
The Secretary of the Treasury appointed a special committee in 
June 1941 to reexamine the problems of Federal, State, and local 
fiscal relations. Committee members were Harold M. Groves, Luther 
Gulick, and Mabel Newcomer. The report, submitted in October 
1942, contained extensive recommendations for action by each level 
of government. It was published in 1943 as a Senate document: 
United States Treasury Department Committee on Intergov- 
ernmental Fiscal Relations. Federal, State, and Local Govern- 
ment Fiscal Relations. Washington, 1943. 595 pages (78th 
Cong., 1st sess., S. Doc. 69). 
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1942 


10. President Roosevelt calls Federal-State conference on war restrictions 


A movement to eliminate State impediments to the war effort was 
initiated at the Federal-State conferences on war restrictions, called 
by President Roosevelt and held in Washington, May 5-7, 1942. 
As a result of this conference and ensuing committee work, common 
standards for motor transportation were accepted by all the States by 
June 1, 1942. 

1943-46 


11. Council on Intergovernmental Relations organized 


The Council on Intergovernmental Relations was a quasi-public 
venture, inspired and led by Harold D. Smith, Director of the United 
States Bureau of the Budget, but privately financed. Its member- 
ship included heads of 5 important Federal agencies that had con- 
siderable involvement in intergovernmental relations, and 4 other 
persons—Luther H. Gulick, Earl D. Mallory, Frank Bane, and 
William Anderson. Its purpose was first, to find out what actually 
goes on in intergovernmental relations at the grassroots, and second, 
to determine what steps might be taken to facilitate and encourage 
cooperative relations between the several levels and units of govern- 
ment. The procedure was to select several counties in different States 
in different sections of the country for research and experimentation. 

For reference, see: 

California.—Santa Clara County. Council on Intergovern- 
mental Relations. A Practical Basis for Developing Better 
Intergovernmental Relations. San Jose, 1947. 

Georgia.—Colquitt County. Council on Intergovernmental 
Relations. A Field Laboratory for Study and Experiment in 
Intergovernmental Relations. Moultrie, January 1947, 65 pages. 

Indiana.—Henry County. Council on Inte rgovernmental 
Relations. A Progress Report of the Henry County Demon- 
stration: Adventures in Governmental Gearing-in Teamwork. 
New Castle, 1946, 48 pages. 

Minnesota.—Blue Earth County. Council on Intergovern- 
mental Relations. A Progress Report of the Blue Earth County 
Experiment: Democracy Trains Its Microscope on Government 
in Blue Earth County. Mankato, 1945. 35 pages. 

—a Study of Public Administration in Blue Earth County. 
Mankato, 1946. 

Ylvisaker, Paul N. Intergovernmental Relations at the 
Grassroots: a Study of Blue Earth County, Minn., to 1946. 
University of Minnesota Press, Minneapolis, 1956. 

Washington —Skagit C ounty. Council on Intergovernmental 
Relations. No record of publication available in Library of 
Congress. 

Walker, John O., and others. Grassroots: A Report and an 
Evaluation. Council on Intergovernmental Relations, Washing- 
ton, 1947. 53 pages. 





1945 


12. Pacific Coast Board of Intergovernmental Relations established 


_ Under the leadership of J. W. Rupley, then chief field representa- 
tive of the Bureau of the Budget in its San Francisco Office, and the 
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late Prof. Samuel C. May of the University of California, the Board— 
known as PACBIR—was organized and developed into a striking 
example of the successful coordination of all three levels of govern- 
ment. Initiated on an experimental basis for the accomplishment of 
certain purposes related to the war effort, in the closing days of World 
War II, the Board proved to be quite as useful for other purposes 
during the postwar periods. 

Membership was limited by agreement to representatives of local, 
State and Federal Governments in the area, care being taken that no 
one level should be overrepresented in relation to others. Meetings 
were held semiannually at selected pomts—usually the capitals—of the 
participating States, with the governor of the host State presiding. 
Discussion of common problems at these meetings frequently resulted 
in uniform policies on matters requiring the cooperation and coordi- 
nation of all three levels of government. The organization continued 
to function until the field offices of the Bureau of the Budget were 
discontinued in 1953. 

For reference, see: 

Graves, W. Brooke. American State Government, Fourth 
Edition, pages 904-905. Heath, Boston, 1953. 

Crook, Stanley K. The Pacific Coast Board of Intergovern- 
mental Relations. Public Administration Review, spring 1951, 
pages 103-108. 

Rohrer, Miriam. Coast States Try Cooperation. National 
Municipal Review, November 1945, pages 484-487. 


1947 


13. Senate Subcommittee on Intergovernmental Relations established 

This action was taken June 19, 1947, pursuant to the provision of 
the Legislative Reorganization Act of the preceding year, requiring the 
Committee on Expenditures in the Executive Departments (now the 
Committee on Government Operations) to study “‘intergovernmental 
relationships between the United States and the States and munici- 
palities,”’ with Senator Bricker of Ohio as chairman. The subcom- 
mittee was permitted to lapse in 1951, the full committee taking over 
its work. 

For reference see: 

United States Congress. Senate. Committee on Expendi- 
tures in the Executive Departments. Activities of the * * *, 
80th Congress Senate Document No. 4. 8lst Congress, Ist 
session, 

——— Coordination of Federal and State Taxes. Senate 
Report No. 1054. 80th Congress, 2d session, Washington, 1948. 


1947-48 


Joint conference on Federal-State tax relations held 


The Council of State Governments was instrumental in calling a 
joint conference composed of Members of the Congress and repre- 
sentatives of the States to study and make recommendations regard- 
ing Federal-State aspects of tax and fiscal policy. At its 1947 meeting 
in Salt Lake City, the governors’ conference reaffirmed its conviction 
that there was great need for the States to assume their own responsi- 
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bilities, urged the gradual elimination of tax competition between the 
Federal and State governments, and resolved to continue a Special 
Committee on Tax and Fiscal Policy which it had established for the 
study of intergovernmental tax coordination. The governors recom- 
mended that future Federal-aid legislation require Federal adminis- 
trative agencies to confer with and secure approval from the execu- 
tive committee of the governors’ conference in the preparation of 
rules and regulations governing administration of grants to States. 

In September 1947, representatives of both Houses of Congress 
and the governors of the States met in Chicago for the first time to 
develop a coordinated Federal-State fiscal program. This conference 
unanimously adopted a joint statement of general principles and 
immediate objectives. After further meetings, the conference formu- 
lated a five-point program for immediate action: 

1. That the Federal Government should reduce Federal excise 
taxes as soon as practicable. 

2. That the’ Federal Government should amend inheritance 
and estate taxes to provide more equitable division of this 
revenue between the Federal Government and the States. 

3. That the Federal Government should relinquish to the 
States the Federal tax on employers levied to cover the adminis- 
trative expenses of the State employment security programs, and 
the States will assume the responsibility for the administration 
of the unemployment compensation and employment service 
programs. 

4. That the Congress take the earliest possible action to correct 
by Federal law the income tax inequities existing between the 
community property and the noncommunity property States. 

5. That the States should avoid encroachment upon tax fields 
which are peculiarly adaptable to Federal uses. 

For reference, see: 

Council of State Governments. Federal-State Tax and Fiscal 
Program. Chicago, 1948. 

United States Congress. Senate. Committee on Expendi- 
tures in the Executive Departments. Report of the * * * Sen- 
ate Document No. 4. 81st Congress, Ist session. Washington, 
1949. 

Symposium. Taxes: Federal-State-Local. State Government, 
November 1947, entire issue. 


1948 


15. Conference on Federal-State-local fiscal relations held; legislative 
proposals drafted 

On the initiative of the Secretary of the Treasury, a conference on 
Federal-State-local fiscal relations was held in Washington in April 
1948. At this conference, the Bureau of the Budget was asked to 
develop comprehensive recommendations for dealing with problems 
arising from the immunity of federally owned real estate from State 
and local ad valorem taxes on property. The Treasury Department 
was asked to draft amendments to the Buck Act of October 1940 
(Public Law 819, 76th Cong.) to enlarge the scope of State and local 
taxation within Federal reservations. The Bureau of the Budget, 
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with the cooperation of many Federal, State, and local officials, drafted 
the first comprehensive bill for a system of payments on account of 
Federal real estate. 


1949 


16, First Hoover Commission Report on Federal-State Relations pub- 
lished 

The Commission on Organization of the Executive Branch of the 
Government published a brief report on Federal-State relations and 
also submitted to the Congress in typescript both the report of its 
Task Force Committee on Federal-State Relations and a study under- 
taken for the Commission by the Council of State Governments. The 
latter reports were printed as a Senate document. The extensive 
study by the Council of State Governments was significant not only 
because of its analysis of problems in the field of intergovernmental 
relations, but for its forthright comments on some of the weaknesses 
of State government. 

For reference, see: 

The Commission on Organization of the Executive Branch of 
the Government. Federal-State Relations, a report to the Con- 
gress, March 1949. 

Federal-State Relations. Report by the Council of State 
Governments to the Commission on Organization of the Execu- 
tive Branch of the Government. Senate Document No. 81. 
8ist Congress, Ist session. Washington, 1949. 


1949 


House Intergovernmental Relations Subcommittee established 

This action was taken at the beginning of the 81st Congress, 
pursuant to the provision of the Legislative Reorganization Act of 1946 
requiring the Committee on Government Organization to study “in- 
tergovernmental relationships between the ‘United States and the 
States and municipalities.”” Mr. Bonner of North Carolina was 
chairman during the 81st and 82d Congresses, Mrs. Harden of Indiana 
during the 83d, and Mr. Fountain of North Carolina during the 84th 
and 85th Congresses. 

1951-52 


18. House Subcommittee on Tax Coordination established 

On October 25, 1951, the House Committee on Ways and Means 
established a Subcommittee on Coordination of Federal, State, and 
Local Taxes. This action was taken pursuant to House Resolution 
414 of the 82d Congress. A few months later, on March 12, 1952, a 
conference was held with a committee of governors and representatives 
of city and county organizations, plus officials from the United States 
Treasury Department. 

For reference, see: 

United States Congress. House. House Report No. 2519. 
82d Congress, 2d session, Washington, 1953. This includes, 
as appendix A, a Study of Federal-State-Local Tax Coordination, 
prepared by the Tax Advisory Staff of the Treasury Department. 
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1953 


19. President Kisenhower addresses governors’ conference on importance 
of intergovernmental cooperation 
As one indication of the importance he attached to the problem of 
intergovernmental relations the President appeared before the gov- 
ernors’ conference in Seattle to emphasize the importance of coopera- 
tion: ‘‘Unless we are partners in these’ things, they cannot be done. 
When we are partners—the Federal Government and the States, 
working together—there is no limit to the possibilities for progress 
that are open to the American people.”’ The address was couched in 
very general terms, containing no important specific recommenda- 
tions. It may, therefore, be appropriate to observe that the spirit of 
what the President said, and the fact that he traveled across the 
country to say it, was more important than the actual words spoken. 
For reference, see: 
The Duties of State Government: We Must Work Together 
Vital Speeches, September 1, 1953, pages 696-698. 


1953-55 


20. Commission on Intergovernmental Relations created 

The first bills introduced providing for a study committee on inter- 
governmental relations appeared in 1947. Senator Herbert R. 
O’Conor, of Maryland, introduced a bill to authorize a study aimed at 
clarifying and improving fiscal relationships between the Federal 
Government and the States. Senator Bricker, of Ohio, also introduced 
a bill at this time. 

A flood of such bills and resolutions appeared in 1949 in the SIst 
Congress, Ist session. Most of them were limited in scope to Federal- 
State relationships, and to the fiscal aspects of such relationships. 
One was restricted to relationships in education. H. R. 2389, intro- 
duced February 7, 1949, by Representative Boggs (now Governor) 
of Delaware and S. 810, introduced on the same date by Hendrickson 
of New Jersey and seven other Senators, inc ‘luding members of both 
parties from ali parts of the country, provided for re presentation of all 
three levels of government and for a comprehensive study of all 
aspects of intergovernmental relations in this country. Since House 
rules do not permit multiple sponsorship, four identical bills were 
introduced in the House. 

Joint hearings were held before the Subcommittees on Inter- 
governmental Relations on H. R. 2389, 8. 810, and other bills. 

For reference, see: 

United States Congress. Senate and House Committees on 
Expenditures in the Executive Departments. Joint Hearings 
on a National Commission on Intergovernmental Relations, 
May 1949. 8ist Congress, Ist session, Washington 1949. 

In 1953 Senator Taft, the majority leader, introduced a bill, S. 1514, 
to establish a National Study Commission on Intergovernmental 
Relations. This bill was considerably revised on the House side, 
necessitating a conference committee. 

When signed by the President, this measure became Public Law 
109, on June 27, 1953. Appointments were not completed until late 
August. The Commission’s work was further delayed by changes in 
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its membership and staff. The original time limit of 1 year was 
extended to June 30, 1955, when its report to the President, with 
supporting documents, was filed. 

The creation of the Commission, however, marked the successful 
culmination of several years of effort. The act called for a member- 
ship of 25—15 appointed by the President, 5 by the President of the 
Senate, 5 by the Speaker of the House. The first chairman was 
Clarence E. Manion of Indiana, who was succeeded after a few months 
by Meyer Kestnbaum of Illinois, under whose leadership the work 
moved forward to a significant conclusion. This study was, as the 
Commission pointed out in its report, “the first official undertaking 
of its kind since the Constitutional Convention in 1787.” 

The report was divided into two parts, of which the first deals with 
the American federal system, emphasizing the role of the States, the 
importance of strong State and local government, national responsi- 
bilities and cooperative responsibilities, the fiscal aspects of federalism 
(including the grants-in-aid system), while the second discusses 
intergovernmental responsibilities in 12 different functional fields. 
In spite of the many diverse backgrounds, interests, and points of 
view of the members, they were able to come to agreement on many 
difficult questions. They sought to determine what, under conditions 
as they now exist, should be our goals in developing for the future 
a form of federalism that would conserve the best of our heritage 
from the past. 

For reference, see: 

In addition to its report to the President for transmittal to 
the Congress, the Commission published a series of 15 special 
reports and supporting documents. These are listed below; 
an index of the entire series, prepared by the Legislative Refer>nce 
Service, Library of Congress, was published by the Senate 
Committee on Government Operations early in 1956. 

Publications issued by the Commission on Intergovernmental 
Relations, June 1955: 

The Commission on Intergovernmental Relations—A Re- 
port to the President for Transmittal to the Congress. 

2. A Study Committee Report on Federal Aid to Agriculture. 

3. A Study Committee Report on Federal Aid to Highways. 

4. A Study Committee Report on Federal Aid to Public 
Health. 

A Study Committee Report on Federal Aid to Welfare. 

6. A Study Committee Report on Federal Responsibility 
in the Field of Education. 

A Study Committee Report on Unemployment Compensa- 
tion and Employment Service. 

A Study Committee Report on Natural Resources and 
Conservation. 

A Study Committee Report on Payments in Lieu of Taxes 
and Shared Revenues. 

10. An Advisory Committee Report on Local Government. 

11. A Subcommittee Report on Natural Disaster Relief. 

2. A Staff Report on Civil Defense and Urban Vulnerability. 
3. A Staff Report on Federal Aid to Airports. 
4. A Description of 25 Federal Grant-in-Aid Programs. 


l 
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15. Summaries of Survey Reports on the Administrative 
and Fiscal Impact of Federal Grants-in-Aid. 
16. A Survey Report on the Impact of Federal Grants-in-Aid 
on the Structure and Functions of State and Local Governments. 
See also: 
United States Congress. Senate. Senate Report No. 215, 
83d Congress, Ist session, Washington, 1953. 
Senate Report No. 1966, 83d Congress, 2d session, 
Washington, 1954. 
1955-58 


21. Congress takes steps to evaluate and implement the report of the 

Commission on Intergovernmental Relations and study Federal- 

State relations 

The House Intergovernmental Relations Subcommittee, under the 
leadership of Chairman Fountain, undertook a comprehensive study 
of Federal-State-local relationships in 1955. In December 1955 de- 
tailed questionnaires were sent to each of the Federal departments 
and agencies, to every State government, and to a large number of 
cities and counties. The subcommittee sought to obtain from the 
Federal departments and agencies a description of each program 
involving intergovernmental relationships, information on official 
actions taken to implement the Kestnbaum Commission recommen- 
dations and each agency’s views on the desirability of implementing 
those Commission recommendations relating to its programs. The 
State and local officials were asked, among other questions, whether 
intergovernmental programs would be improved by giving more re- 
sponsibility to State or local governments and if Federal supervision 
in these programs is satisfactory. 

The questionnaire surveys were followed in the fall of 1957 by 
regional hearings in which officials of State and local governments, 
including State legislativ e leaders, were invited to present their views 
on intergovernmental programs and problems. Public hearings were 
held in the following cities throughout the country: Boston, New 
York, Chicago, Kansas City, Denver, San Francisco, New Orleans, 
Miami, and Raleigh. This was the first time that this procedure 
had been utilized in the field of intergovernmental relations. The 
representatives of private organizations and interested persons were 
given the opportunity to present their views on intergovernmental 
relations in public hearings held in Washington during July 1957 and 
February 1958. The officials of a number of Federal departments 
and agencies appeared before the subcommittee in a series of hearings 
held in the spring of 1958. <A hearing was also held on the report of 
the Joint Federal-State Action Committee in February 1958. 

For reference, see: 

United States Congress. House Committee on, Government 
Operations. Staff Report on Replies from Federal Agencies to 
Questionnaire on Intergovernmental Relations, Committee Print. 
August 1956. 

Recommendations and Major Statements of the Com- 
mission on Intergovernmental Relations, Annotated to Show 
Method of Implementation and Federal Agency and Program 
Affected (August 1956). 
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. Replies from State and Local Governments to Ques- 
tionnaire on Intergovernmental Relations. Sixth Reportof * * * 
Union Calendar No. 200, H. R. 575. Washington, June 1957. 

Federal-State-Local Relations. Hearings Before a Sub- 
committee of * * * (July 29, 30, and 31, 1957). 

— Federal-State-Local Relations. State and Local Offi- 
cials. Hearings Before a Subcommittee of * * *: 

Part 1—Boston, Mass., and New York, N. Y. (September 
30, October 1, 2, 3, 4 and 7, 1957). 

Part 2—Chicago, Ill., and Kansas City, Mo. (October 16, 
17, 18, 21 and 22, 1957). 

Part 3—Denver, Colo., and San Francisco, Calif. (October 
24, 25, 28 and 29, 1957). 

Part 4—New Orleans, La., and Raleigh, N. C. (November 
18 and 19, and December 10 and 11, 1957). 

— Federal-State-Local Relations, Dade County (Fla.) 
Metropolitan Government. Hearings Before a Subcommittee 
of * * * (November 21 and 22, 1957). 

Federal-State-Local Relations, Joint Federal-State 
Action Committee. Hearings Before a Subcommittee of * * * 
(February 18, 1958). 

—— Federal-State-Local Relations, Nongovernmental Or- 
ganizations and Individuals. Hearings before a Subcommittee 
of * * * (February 24 and 25, 1958). 

—— Federal-State-Local Relations, Federal Departments 
and Agencies. Hearings before a Subcommittee of * * * 
(March 26, 27; April 2, 30; May 7, 8; and June 19, 1958.) 

The Senate Committee on Government Operations, continuing 
work begun by its one-time Subcommittee on Intergovernmental 
Relations, brought to a conclusion 8 years of effort on a bill to authorize 
the payment to local governments of sums in lieu of taxes and special 
assessments, with respect to certain Federal property. The present 
version of this bill is S. 967, 85th Congress, by Mr. Humphrey of 
Minnesota, and others. This turned out to be an extremely technical 
subject and one regarding which it has been most difficult to reconcile 
the many conflicting interests and points of view. 





1956 


22. Executive Office of the President staffed for attention to intergovern- 
mental relations 

Mention has been made of the two attempts made around 1940 to 
establish some coordination in the field of Federal-State relations 
among the departments and agencies administering programs involving 
such relationships. The year 1956 saw a new attempt to accomplish 
this objective, when the President made two appointments to his staff 
in the Executive Office. 

Meyer Kestnbaum, formerly Chairman of the Commission on 
Intergovernmental Relations, was appointed to follow through on the 
recommendations of both the second Hoover Commission and the 
Commission on Intergovernmental Relations. At the same time, 
former Gov. Howard Pyle of Arizona was appointed Deputy Assistant 
to the President for Intergovernmental Relations, being specifically 
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directed to maintain liaison with organizations of officials in the field 
of Government; to establish ad hoc working committees among 
Federal officials; to grappic with problems concerning State and local 
governments; * * * to follow through on the findings and recom- 
mendations of the Commission on Intergovernmental Relations; to 
explore the feasibility of establishing regional boards of intergovern- 
mental relations; to develop periodic. reports on the National Govern- 
ment’s relations with, and proposed actions involving, State and local 
governments, and to make such special studies as may be required. 
The Bureau of the Budget was given the responsibility of assisting 
these activities * * *, 
For reference, see: 

Merriam, Robert E. Partners or Rivals? National Municipal 
Review, December 1956, pages 532-536. An address given 
before the National Conference on Government in Memphis in 
November. 

Pyle, Howard. Federal Role in Intergovernmental Relations. 
In National Legislative Conference, Proceedings, 1956, pages 
38-42. Council of State Governments, Chicago, 1957. 


1956-58 


23. Joint Federal-State bill drafting program extended and improved 
New cooperative relationships have been developing in the field of 
bill drafting. Two recent illustrations will suffice: 

In December 1954, an interdepartmental committee was formed 
within the executive branch of the Federal Government to make a 
study of problems relating to the jurisdiction of federally owned areas 
within the several States. Part I of the Interdepartmental com- 
mittee’s report, released in April 1956, recommended certain adminis- 
trative action, Federal legislation and complementary State legislation. 
The State statute proposed by the committee was reviewed by the 
committee on suggested State legislation of the Council of State 
Governments, but was not recommended for inclusion in the program 
of suggested State legislation. Reservations were also expressed 
concerning the Federal statute proposed by the committee. 

Subsequently, in December 1956, the general assembly of the States 
requested the president of the council to set up a special committee of 
State officials to develop suggested amendments to the Federal bill. 
The views of the State officials were presented to the Senate Committee 
on Government Operations and its staff arranged conferences between 
the council’s special committee and representatives of the interde- 
partmental committee for the purpose of perfecting a bill incorporating 
appropriate amendments. Following a series of | meetings the group 
was able to agree on an amendment in the nature of a substitute for 
the then pending Federal bill. Subsequently the bill, S. 1538, was 
reported favorably by the Senate committee and approved by the 
Senate. However, following this action the Senate approved a motion 
to reconsider passage and the House complied with the Senate request 
for the return of the bill. 
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For reference, see: 

Interdepartmental Committee for the Study of Jurisdiction 
over Federal Areas Within the States. Report of the * * * 
submitted to the Attorney General and transmitted to the 
President. Part I, April 1956. Part I], June 1957. 

(2) In the wake of the almost explosive increase in the popularity 
of pleasure boating following World War II, the House Merchant 
Marine and Fisheries Committee in 1956 undertook a nationwide 
study of the need for additional Federal legislation in the interest 
of safety. The hearings disclosed that the problems inherent in the 
situation were by no means solely the concern of the Federal Gov- 
ernment. On the contrary, in many areas State responsibility was 
indicated and in others, a dual responsibility. Accordingly, just 
prior to the adjournment of the Ist session of the 85th Congress, the 
House committee directed its chairman to write the governors and 
attorneys general of the States to suggest that the committee on 
suggested State legislation of the Council of State Governments col- 
laborate with the House committee in developing a program which 
would provide substantially uniform Federal and State laws and 
regulations and enforcement procedures. 

In response to this proposal, a subcommittee was appointed by the 
chairman of the committee on suggested State legislation to work 
with Federal legislative and administrative officials in drafting gener- 
ally uniform or coordinated Federal and State regulatory legislation 
relating to recreational boating safety. The Federal-State group met 
in a number of conferences in late 1957 and early 1958, ultimately 
agreeing to certain amendments to the bill then pending in the 
House committee. In April 1958, the House committee reported a 
clean bill (H. R. 11078) conforming closely to the draft approved 
by the Federal-State conferees. 


1957 


24. President Eisenhower again addresses the governors’ conference 
proposing the establishment of a joint action committee 

In his address at Williamsburg on June 21, 1957, the President 
suggested that the conference join with the Federal administratior 
in creating a task force for action—a joint committee—charged with 
these at e responsibilities: 

To designate functions which the States are ready and willing 
in assume and finance that are now performed or financed wholly 
or in part by the Federal Government; 

2. To recommend the Federal and State revenue adjustments 
required to enable the States to assume such functions; and 

To identify functions and responsibilities likely to require 
State or Federal attention in the future and to recommend the 
level of State effort, or Federal effort, or both, that will be needed 
to assure effective action. 

In its concluding business session, the conference voted to go ahead 
with the program, and authorized its chairman to name a group “‘to 
develop ways and means of attaining a sound relationship of functions 
and finances between the Federal Government and the States.” 
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1957 


25. Joint Federal-State Action Committee established 

The Joint Federal-State Action Committee, whose origins are indi- 
cated above, was promptly organized, with the Secretary of the Treas- 
ury and the Governor of New Hampshire as cochairmen. The mem- 
bership of 17 included 9 governors and 7 top-ranking Federal officials. 
The chairman of the executive committee of the governors’ conference 
was a member ex officio. The committee has held a number of meet- 
ings: an organization meeting in Hershey, Pa., on August 9-10, 1957, 
followed by meetings in Chicago, October 3-4; Washington, Novem- 
ber 14-15; and Nashville, March 10-11, 1958. <A progress report was 
issued in December 1957. 

The report contained specific recommendations with regard to five 
cooperative programs—vocational education, waste treatment facili- 
ties construction, disaster relief, atomic energy, urban renewal—and 
Federal relinquishment of a portion of the receipts from the local tele- 
phone service tax. A number of other matters, including both addi- 
tional programs and tax sources, were listed as ‘‘pending items.’’ The 
purpose and intent of the recommendations was threefold: (1) To 
turn over to the States full responsibility for the performance of voca- 
tional education and for construction of local waste treatment facili- 
ties; (2) to cut off the Federal financial assistance heretofore provided 
for the support of these functions; (3) to provide the States with 
revenues and/or revenue sources adequate to support the transferred 
functions or services. 

On May 14, 1958, the President transmitted a letter, accompanied 
by draft legislation, to the Speaker of the House of Representatives 
urging that Congress promptly enact legislation consistent with the 
recommendations of the Joint Federal-State Action Committee. 

The following week, on May 21, the governors’ conference, meeting 
in Bal Harbour, Fla., voted to continue the Joint Action Committee 
and to broaden its scope, but did not approve the committee’s specific 
proposals relative to the transfer of program responsibilities and the 
release of a portion of the Federal telephone tax. The conference 
resolution included the following statement: 

“Progress Report No. 1 of the joint committee contains specific 
recommendations for action. Those three which recommend new or 
increased effort by the States in areas of governmental activity which 
will be for sometime Federal-State-local responsibilities should be 
implemented at the State level at the earliest possible date. The 
recommendations which would result in assumption by the States of 
complete administrative and financial responsibilities for functions 
now a joint Federal-State responsibility should be implemented only 
on the following bases: 

(1) That adequate time be allowed for adjustment through 
practicable procedure at both levels to insure that there is no 
impairment of the programs; and, 

(2) That modification of the tax relinquishment recommenda- 
tion be made by the joint committee to insure that the revenue 
source made available to each State is substantially equivalent 
to the costs of the functions to be assumed.” 
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For reference, see: 

Joint Federal-State Action Committee. Report of the * * * 
to the President of the United States and to the Chairman 
of the Governors’ Conference. Washington, 1952. Progress 
Report No. 1, filed December 1957. 

Testimony of Secretary Robert B. Anderson and Governor 
Lane Dwinell, before the Intergovernmental Relations Subcom- 
mittee, February 18, 1958. Federal-State-Local Relations (Joint 
Federal-State Action Committee). Hearings, 85th Congress, 
2d session, Washington 1958. 
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STATISTICAL TABLES 


APPENDIX TABLE 1 


Expenditures of Federal, State, and local governments from own revenue sources, 
selected fiscal years 1902-56 


{In millions] 














i 1 | 
Year ! Total Federal | State and | State 2 Local 2 
| local 2 

= skeet st $1, 490 | $485 $1, 005 | $177 | $828 
es Bee eo alan 2,777 725 2, 052 | 372 | 1, 680 
hn it al ae 8, 483 | 3, 373 5, 110 | 1, 217 | 3, 893 
1927__ lle 10, 068 | 2, 974 7, 094 | 1, 818 | 5, 276 
a ere oon Lear 12, 192 | 4, 659 | 7, 533 | 2, 499 | 5, 034 
Se tc cate ath oe 12, 824 6, 694 | 6, 130 | 2, 323 | 3, 807 
1936. make 15, 080 | 8, 493 | 6, 587 | 2,773 | 3, 814 
1938_ i 14, 749 | 6, 792 | 7, 957 | 3,411 | 4, 546 
a eee sae eae 17, 346 | 9, 062 | 8, 284 | 3, 659 | 4, 625 
a et a 42, 378 34, 046 | 8, 332 | 3, 691 | 4, 641 
lassie og ec se 102, 968 | 95, 059 | 7,909 | 3, 527 | 4, 382 
ig al Se ee 70, 621 60, 448 10, 173 | 4, 380 | 5, 793 
a ne re eae 48, 892 | 33, 069 15, 823 | 7,729 8, 094 
Oe il eae a ee cia ae on | 59, 918 | 39, 617 20, 301 | 9, 827 | 10, 474 
AEE ERD ALLE ES 88, 938 65, 408 23, 532 | 11, 212 | 12, 320 
We din nea ee ag ge 99, 314 | 74, 274 25, 040 11, 917 | 13, 123 
NS ae ee ee a 95, 506 67, 772 27, 734 12, 905 14, 829 
ee a 7 “in 95, 163 64, 570 30, 593 14, 188 16, 405 
eR fae bone cee aa 99, 863 66, 540 33, 323 15, 561 | 17, 762 





1 Fiscal years not the same for all governments. Data not available for intervening years. 
2 Total general expenditures less aid received from other governments; excludes publicly owned utilities 
and liquor stores and insurance-trust activities. Grants-in-aid are treated as expenditures of first disbursing 
unit. 


Sources: Federal data from Treasury Department, Annual Report of the Secretary of the Treasury on 
the State of the Finances, 1957, table 2. State and local data computed from Bureau of the Census, His- 
torical Statistics on State and Local Government Finances: 1902-1953, tables 2 and 3, and Summary of 
Government Finances in 1956, tables 6 and 7. The Federal expenditure totals shown above differ some- 
what from comparable figures in the census reports because of differences in definitions. 
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APPENDIX TABLE 2 


Federal budget expenditures by major function, fiscal years 1946-59 


Function 








| 
Year Major Veterans’ Acriculture | | 
Total national services and | and agricul- Interest | All other 
security benefits tural re- expenditures! 
sources 
Millions of dollars 
1946 $43, 207 $4, 416 $747 $4, 816 $7, 262 
1947 14, 372 7, 381 1, 243 », O12 11, 022 
1948__ 11, 771 6, 654 575 , 248 8, 820 
1949 12, 907 6, 726 2, 512 , 445 11, 917 
1950 13, 009 6, 646 2, 783 5, 817 11, 361 
1951 22, 444 5, 342 650 5, 714 9, 90 
1952 45, 963 4, 863 1, 045 : 7, 603 
1953 51, 830 4, 298 2, 936 8, 627 
1954 47, 872 4, 256 2, 557 6, 618 
1955 2, O89 4,457 4,411 6, 438 7,176 
1956_. 41, 825 4, 756 4,913 6, 846 8, 199 
1957. 44,414 4, 793 4, 582 7, 308 8, 336 
1958 2. i 14, 871 5, 034 4,924 7, 867 10, 091 
1959 2 7 34 45, 836 5, 012 4, 601 7, 869 10, 616 
Percentage distribution 

1946__. 100 71. 47 7.30 1.23 7. 96 12. 01 
1947__. 100 36, 82 18. 91 3.18 12. 84 28. 23 
1948_ 100 5. 59 20. 12 1.73 15. 86 26. 67 
1949___ 100 32. 67 17. 02 6.35 13. 78 30. 16 
1950 100 32. 83 16. 77 7. 02 14, 68 28. 67 
1951 100 50. 94 12.12 1. 47 12. 96 22. 48 
1952 100 70. 27 7.43 1. 59 9, O7 11. 62 
1953 100 69, 78 5. 78 3. O5 8, 86 11. 61 
1954 100 70. 63 6. 27 3. 77 9. 54 9. 76 
1955 100 65. 18 6. 90 6. 83 9. 97 11. 11 
1956 100 62. 85 7.14 7.38 10, 28 12. 32 
1957 100 63. 96 6. 90 6. 59 10, 52 12. 00 
1958 2 100 61. 64 6. 91 6. 76 10. 80 13. 86 
1959 2__. é 100 61. 99 6. 77 6. 22 10. 64 14. 35 
Includes international affairs and finance (excluding military assistance and defense support under the 


mutual 
and alk 


2 Esti 


NOTE 


Source 


centage 





security | , labor and welfare, natu 1 
ywance in 1958 and 1959 for proposed legislation and contingencies. 


mated. 


Detail may not add to totals because of rounding. 


’: Economic Report of the President, transmitted to the Congress January 1958, table F-! 


s computed. 


ral resources, commerce and housing, general government, 


, 
er- 
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APPENDIX TABLE 3 


Federal payments to State and local governments for grants-in-aid in relation to total 
Federal budget expenditures, selected fiscal years 1925-59 








Federal 

Federal ex- | Federal total| grants as 

penditures | budget ex- percent of 

Fiscal year | for grants | penditures Federal 

(millions) | (millions) budget ex- 

| penditures 

(percent) 

| 

i. ed hidici cdiin ee adnneetmaagiians $124 | $2, 881 4.3 
1930 oa ; a. intidhiadictdnipyeedanaml 114 | 3, 320 3.4 
1932 _ imaeae euaemn ‘ 228 4, 659 4.9 
1934 ‘ Sia ‘ ss niticntebebe vant eaeane 1, 848 6, 694 7.6 
1936... ; cinta ticlbnidiatabapie 2,318 | 8, 493 7.3 
1938 — 5 ententpatitelianensaaatantel | 2, 180 | 6, 792 32. 1 
1940 7 whee PLEDGES ES 2,401 | 9, 062 26.5 
1942 a nistsienendael 1, 826 | 34, 046 5.4 
1944 sis asia thckedtinisks ceuieanaaiadas 1,009 | 95, 059 1.1 
1946 7 ‘ Se a 901 60, 448 1.5 
1948 eiiouninistedinas sinsiinndisiveaiiadalteiiaduetinietl 1, 629 | 33, 069 4.9 
1950 idiniediidebansdandenweiaaade | 2, 226 | 39, 617 5.6 
1952 i ‘os sealed ; Stati ‘siafl 2, 393 | 65, 408 3.7 
1953_. ‘ — ; nae oacissisbiamenmnical 2, 781 | 74, 274 | 3.7 
1954 os sen aa Bie asigisiincists 2, 986 | 67, 772 | 4.4 
1955 iioe eae Sal aaa 3, 126 | 64, 570 4.8 
1956. cane dana ae ae 3, 642 | 66, 540 5.5 
1957 | are. a er 3, 943 | 70, 399 5.6 
1958 ! . ‘ ; ‘ ieee aaeal 5, 201 | 74, 658 7.0 
1959 !__. ind _ * uanieubioal 5, 972 | 76, 427 7.8 


! Payments from the Federal-aid highway trust fund are included in both the grant total and the Federal 


expenditure total. The amounts for 1958 and 1959 are budget estimates published in January 1958 (the 
budget for 1959). 


Source: The Federal Budget in Brief, Fiscal Year 1959, and unpublished tables from U. S, Bureau of the 
Budget. 
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APPENDIX4TABLE¥5 


Total Federal grants and shared revenues as related to State general expenditures, 
total personal income, and population, by State 











Grants and | | 
Federal | State gov- shared Total (Grants and! Popula- | Grants 
grants and | ernment revenues | personal shared | tion and 
State shared general ex- | as percent | income revenues | July 1, shared 
revenues |penditures,| of State 1955 3 as percent | 1955,4 revenues 
fiscal 1956 ' | fiscal 1956 2 general (millions); of personal | (thou- per 
|(thousands) |(thousands)|} expendi- | income | sands) | capita 
| tures | | 
ee $94,563 | $352, 407 | 26.8 | $3,674 | 2.57] 3,110 $30. 41 
ee 32, 343 144, 105 | 22. 4 | 1, 588 2. 04 1,007 | 32. 12 
CO ee 57, 549 167, 997 | 34.3 | 1,913 | 3.01 | 1, 802 31. 94 
CI. ncccnsnceus " 315, 464 2, 043, 353 15.4 29, 438 | 1.07 | 12, 961 | 24. 34 
SE inc actectemocen 54, 577 | 222, 866 , 24.5 2, 729 | 2.00 | 1, 547 35. 28 
Connecticut_........-..- 30,991 | 294, 692 10. 5 | 5, 497 | . 56 2, 220 | 14. 09 
Delaware. ------ ee 6, 977 69, 874 10.0 | 980 71 390 | 17. 89 
Ie eg ciariesoien win 77, 032 444, 661 17.3 5, 923 1.30 3, 580 | 21. 52 
SD iciheeccteseesceeceapvenecistes 92,716 | 415, 155 22.3 | 4, 882 | 1.90 | 3, 662 | 25. 32 
A 19,991 | 80, 542 | 24.8 | 895 2. 23 | 612 | 32. 67 
Se 148, 585 | 740, 892 | 20.1 | 20,988 | 71 | 9, 301 | 15. 98 
NN SS as 56,038 | 514, 739 10.9} 8,201 | .68 | 4,329 | 12. 94 
a has cihensanacins | 54, 196 | 314, 126 17.3 4, 213 | 1. 29 2, 671 | 20. 29 
i 52,104 | 310, 304 16.8 | 3,393 1.54} 2,060 | 25. 29 
ea 71, 575 | 261, 894 | 27.3 | 3, 728 | 1. 92 | 3,011 | 23.77 
Louisiana.........____-] 108, 546 | 550, 538 19.7 | 3,910 | 2.78 | 2, 934 37.00 
RS elsicossen opis ‘ 22, 266 | 119, 045 18.7 1, 443 1. 54 | 906 24. 58 
ERED. nc ccccan« 41,017 331, 799 12. 4 5, 463 . 75 | 2, 744 14. 95 
Massachusetts. - ---.--- 89, 983 | 608, 457 14.8 10,010 | - 90 | 4,773 18. 85 
a 111,179 1, 015, 650 11.0 15, 632 omy 7, 326 | 15. 18 
Minnesota - - Samii 65, 022 372, 799 17.4 | 5, 394 | 1. 21 3, 190 20. 38 
Paleeninnt........... 57, 771 | 207, 730 27.8 | 2,018 | 2. 86 2, 133 | 27. 08 
IE Lc ii ws slo caenindeas 130, 723 | 387, 066 33.8 7, 560 1.73 | 4, 201 31.12 
ee 23, 087 | 87, 266 26. 5 | 1, 160 1.99 | 629 36. 70 
eee oe 34, 742 | 128, 521 27.0 | 2, 147 1. 62 1, 394 | 24. 92 
ea 14, 980 | 43, 076 34.8 | 572 2. 62 235 63. 74 
New Hampshire-.---_-- 11, 893 61, 827 19. 2 | 958 1, 24 | 553 21. 51 
New Jersey....-----.-- 57, 380 | 512, 218 | 11.2 12, 304 .47 5, 324 10. 78 
New Mexico.._-.---. i 38, 421 144, 736 26.6 | 1, 134 3. 39 793 48. 45 
DO sk aide enwinn 245,535 | 1, 749, 587 14.0 | 36,255 | . 68 16, 021 15. 33 
North Carolina....--.- 85, 369 | 440, 711 19.4 | 5, 371 | 1. 59 | 4, 344 19. 65 
North Dakota--_---_--- | 19, 242 | 90, 385 21.3 882 | 2. 18 643 | 29. 93 
eset ict duc ites 122, 173 923, 479 13. 2 18, 442 | . 66 8, 945 | 13. 66 
Oklahoma___---------- 96,009 | 367, 857 26.1 | 3,328 | 2.88] 2,210 | 43. 44 
I ieee aledeasinsn 49, 628 | 234, 079 21.2 3, 090 | 1.61 | 1, 685 29. 45 
Pennsylvania---_-_-_---- | 156, 510 926, 112 16.9 20, 724 | . 76 | 10, 898 14. 36 
Rhede Island_..__.___- 20, 642 93, 552 22.1 | 1, 599 1. 29 | 817 25. 27 
South Carolina_---.---- 46, 849 | 254, 996 18. 4 | 2, 557 | 1.83 2, 308 20. 30 
South Dakota__.____-_- 21, 358 | 84, 286 25.3 | 850 | 2. 51 683 31. 27 
SRI  ncncccn wane 75, 846 | 304, 995 | 24.9 | 4, 288 1.77 3, 414 | 22, 22 
I i cornice tance 190, 898 844, 151 22.6 14, 116 | 1.35 | 8, 748 | 21. 82 
Seen 26, 473 102, 874 25.7 | 1, 238 | 2.14 797 | 33. 22 
NE ies dcancicernhceteosirinae 10, 395 45, 77! 22.7 568 | 1. 83 | 370 28. 09 
Maasai tone xcs ae 62, 273 335, 318 18.6 5, 494 | 1.13 3, 579 17. 40 
VL , 69, 908 | 435, 671 16.1 | 5, 17 1.35 | 2, 607 | 26. 82 
West Virginia._....__-- 47,110 191, 107 24.7 2, 555 | 1. 84 | 1, 984 23. 74 
MI ocak ctoacin 58, 120 | 423, 438 | 13.7 6, 569 | . 88 3, 702 15. 70 
ONE p5 doce 22, 955 | 60, 408 38.0 547 4. 20 | 312 73. 57 
Total, all States._| 3,399,004 | 18, 857, 116 18.0 | 301, 399 | 1.13 | 163, 446 20. 80 





1 Includes value of commodities distributed. Data are from Annual Report of the Secretary of the 
Treasury on the State of the Finances for the Fiscal Year Ended June 30, 1956. 

? All State expenditures except for liquor store and insurance trust operations. Source: Bureau of the 
Census, Compendium of State Government Finances in 1956. 

3 Source: Department of Commerce, Office of Business Economics, Survey of Current Business, 
August 1956, table 1. 

‘Source: Estimated by Bureau of the Census. 


Source: The Council of State Governments, The Book of the States, 1958-59, table 3, p. 238. 
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APPENDIX TABLE 6 


Federal money grants, shared revenues, and the value of commodities distributed to 
State and local governments, by State, fiscal year 1956 


ea - 




















} | | 

Regular | | Value of | 

and Shared | | commod- | 

State emergency | Percent | revenues | Percent | ities dis- | Percent Total 
grants | oftotal | (thou- | oftotal | tributed | of total 

(thou- | sands)? | } (thou- | 

sands) ! | |} sands)? | 
Alabama. ‘ ‘ $81, 635 | 86. 33 $227 | 0. 24 | $12, 701 | 13. 43 $94, 563 
Arizona. -_- ; 30, 764 95.12 504 | 1. 84 | 985 | 3. 04 32, 343 
Arkansas... _- 45, 817 | 79. 61 | 673 1.17 11, 059 | 19. 22 57, 549 
California 299, 770 | 95. 03 | 6, 634 | 2.10 | 9, 060 | 2. 87 315, 464 
Colorado... | 49, 353 | 90. 43 | 3, 644 | 6. 68 1, 580 | 2. 89 54, 577 
Connecticut__- . 29, 354 | 94.72 | (4) Boas cationic 1, 637 | 5. 28 30, 991 
Delaware. --- | 6, 603 94. 64 | 1 | -O1 | 373 5. 35 6, 977 
Fiorida....... ‘ 73, 587 95. 53 142 -18 | 3, 303 | 4. 29 77,032 
Georgia... , 88, 267 95. 20 | 232 | - 25 | 4, 217 4. 55 92, 716 
Idaho. é ‘ 18, 231 91. 20 | 1, 222 | 6.11 538 2. 69 19, 991 
Illinois- 141, 004 94. 90 | 29 | .02 7, 552 5.08 | 148, 585 
Indiana_ - 52,010 92. 81 3 .O1 | 4,025 | 7.18 56, 038 
Iowa. 49, 713 91. 73 62 all 4, 421 | 8.16 | 54,196 
Kansas__..- 50, 087 | 96.13 | 120 - 23 | 1, 897 | 3. 64 | 52, 104 
Kentucky_. | 61, 085 85. 34 | 91 | -13 | 10, 399 14. 53 71, 575 
Louisiana - - 98, 865 91. 08 | 928 | 85 8, 753 8.07 108, 546 
Maine. ...- ; 20, 881 93. 78 | 6 | .03 | 1, 378 6.19 22, 266 
Maryland.-. 38, 938 94. 93 | Be inbicene 2, 078 5. 07 41,017 
Massachusetts - - -_- 85, 346 94. 85 1 aambubel 4, 636 5.15 89, 983 
Michigan- --- 102, 757 92. 42 | 921 | . 83 7, 5O1 | 6.7 111,179 
Minnesota. -- = 62, 099 95. 51 | IS4 . 28 2, 739 | 4.21 65, 022 
Mississippi_.- - 51, 314 88. 82 | 540 | - 93 | 5, 916 | 10. 25 57,771 
Missouri. ---- ; 127, 789 7.76 | 143 | at 2,791 | 2.13 130, 723 
Montana... 20, 899 | 90. 52 1, 699 | 7. 36 489 2.12 23, 087 
Nebraska - - -- ical 33, 718 97.05 94 | -27 | 930 | 2. 68 34, 742 
Nevada. -_. = ol 13, 915 92. 89 927 6.19 | 138 | . 92 14, 980 
New Hampshire- --_____- 10, 877 | 91. 46 | 7 | .22 | 989 8. 32 11, 893 
New Jee. ..2...-<..-< 53, 214 | 92. 74 | (4) eee | 4, 166 | 7. 26 57, 380 
NOW: DECKIOO. ~ccncucacens 30, 223 78. 66 | 4,972 | 12. 94 3, 226 8. 40 38, 421 
New York euiecl 231, 211 94.17 O hinabcnal 14, 321 | 5. 83 245, 535 
North Carolina. ---___- 79, 942 93. 64 150 | 18 | 5, 277 | 6.18 85, 369 
North Dakota------.---- 17, 963 93. 35 370 | 1. 92 909 | 4.7. 19, 242 
co, eres 115,220 | 94.31 22 .02 | 6, 931 | 5.67 | 122,173 
Oklahoma. .--.-.-.-.-..- ‘ 85, 252 88. 80 | 298 | 31 | 10, 459 | 10. 89 96, 009 
Oregon__._- : ae 32, 833 66. 16 | 15, 339 | 30.91 | 1, 456 2. 93 49, 628 
Pennsylvania. - core 127, 195 81. 27 | 64 | . 04 | 29, 251 18. 69 156, 510 
Rhode Island - - - code 19, 695 95. 41 OT asedatee 7 | 4. 59 20, 642 
South Carolina 4 42, 239 90. 16 225 . 48 | 4, 385 | 9. 36 46, 849 
South Dakota. ataies 19, 967 93. 49 256 1. 20 1, 135 | 5. 31 21, 358 
Tennessee ___- cesta 71, 086 93.72 | 105 | .14 | 4, 655 6.14 75, 846 
yee ee 181, 308 94.98 | 830 | . 43 8, 760 4. 59 190, 898 
Ge dwine Sieniencidl 23, 179 87. 56 | 1, 685 | 6. 36 1, 609 6. 08 26, 473 
Vermont- ‘ ‘ 9, 709 93. 41 36 | . 34 | 650 | 6. 25 10, 395 
Virginia — - 56, 887 91. 35 78 | .13 | 5, 308 | 8. 52 | 62, 273 
Washington_........--- 64, 404 92.13 | 3, 519 5.03 | 1, 985 | 2. 84 | 69, 908 
West Virginia 36, 772 | 78. 06 | 61 | .13 10, 277 | 21. 81 | 47,110 
Wisconsin __.----- : . 55, 346 95. 23 101 o ke 2, 673 | 4. 60 58, 120 
Wyoming. a 14, 005 61. 01 8, 659 | 7.72 | 291 1. 27 22, 955 
ei nic sititcesetitnsiditi 3, 112, 328 91. 57 55, 918 | 1. 64 230, 756 | 6.79 | 3,399, 004 


1 Includes $14,802,020, representing value of commodities distributed to participating schools in the school- 
lunch program. 

2 Shared revenues are derived from the following programs: (a) National forests funds; (6) submarginal 
land program; (c) Army lease of flood-control lands; (d) migratory Bird Conservation Act; (e) Mineral Leas- 
ing Act; (f) Federal Power Act; and (g) payments under certain special funds. 

3 Amounts represent value of commodities donated by the Commodity Credit Corporation and removal 
of surplus agricultural commodities distributed within the States. 

‘Less than $500. 


Source: The Council of State Governments, The Book of the States, 1958-59, table 2, p. 237. All data 


from Annual Report of the Secretary of the Treasury on the State of the Finances for the Fiscal Year Ended 
June 30, 1956. 
















































































1Z | 6°T | €¢8 ‘ee 20 FT £1 @ %T 1Z% 980 * L¥9‘T ee ee weeeeee"Bu0Z IV 
8I 1} eT 69¢ ‘68 LL’S | OFT L40'T Zyl css 699 ‘T ae ee, a ee kT ne 
SZ 1 2'‘T LST ‘09 02 “ET 00% Itt 92 'T £01 049 ‘T Pius waa ~-"""sBsuey 
LI tT | $6€ ‘OZ SIO | 6F° 1¢'T 9€ “I 092 ‘€ Sis fener ee ee Se ont Be OSOUUT YT 
0% O'T SL oe 'T PIT L1% Pog OZL ‘T ~---giTysdme yy MON 
tI 6° LoL 3 ae Itt | 2e'T gl ‘E bLL‘T r ~~~" UISUOOST AA 
bZ 0% OPT | 22% co'T 69 I | 829 ‘T 282 ‘T bia ate aha eee ee “OpBl0[og 
FE 8ST £26 ‘681 49 °6 68° 8I'T bP T L61 ‘b PS ‘T ios ee ee “PNOossi 
Ze L@ 19 ‘GE 88 | 61 02 ‘I 4% Z eo9 862 ‘T ewe eo Se ee eueUoOyy 
9% i LL ‘ST 06 ‘GP 81% se 'T | | 09% ge 228 ‘T ee ee “7 "=" BUTUIOA AA 
LI y's 616 ‘OF 8I°St | 0O'T 20'T tat eel ‘T L@8 ‘I ee a ae ene se ou ree U0Z010 
a Bs 069 ‘POT ‘T | OZ IT | 9F'T LIT Ly L0°OI eee." ee ee dnoi3 9u100Uuy-o[ppT Ty 
e tI a 028 “6g 02 ¢ 6° 9 ‘T 19°F el OFF ‘F PL8 ‘T eet ae Be Se eee sus! puy 
i) bI 8° ITE ‘OLT 919 20 ‘T 09° % yg ‘SI 06 ‘OT 006 ‘T ioc Soa whee sate: eyuBAlAsuuag 
a GZ eT LLS ‘IZ 61 OT 02 'T SFT % €0°8 SS OPS an ) oo ~""“pugis]T epoyqy 
& ST rT 218 ‘EL cE 2 gz T £9 ° 42% ¢9 “EI 1Z | 919% ae” § See ~~" WO USUTYSB MA 
s 9I 6° 69¢ ‘TS 0L°9 96 ° 86° ¥6 ‘T 9% F ‘SI C28 % 900 *% Se. Ss puvl Ale py 
LT 8° QLT ‘ZT 89 °9 20 'T > £91 1Z'9 ‘OT 120 ‘6 ee Were oes ete o14o 
& 8I 6° ZIT ‘96 Lo 9I'T yo ° 6S % OF ‘OT ‘6I =| SI8 620 % ee ee ~~ “s}qasnqoesse jy 
= eI a LS8 ‘ZEl gZ°9 SIT cs ° £1 7% aL '¢ “LT OBS “2 ae 2a ee ~~“ UBSIYOI 
. LI L° 809 ‘OST 66 '¢ Zl Ld* $9 ‘T 819 GT ZRP ‘6 Sern. | Sheree en ee ee ss ee eee STOUTTII 
=< 91 L° 262 “682 409 £0'T 6h" 6L°% 8b L ‘SI | 928 ‘ST ae fee ee ee YIOX MON 
oO 9T p0E ‘E88 126 ¢0'T sg" oh Z £9 “ZI "8% ILP ‘81 as 2 heen ee “BTULOFI BY 
} (s) 9° 6LL ‘IT 19°F $0'T c0'T | 8° 8b’ ‘pL =| Tes ore % Romer s ke ees BIQUINI[OD JO 191ISIC 
J FI i 669 “69 16 '€ pL 6E° | 88 °% 18 % ‘Or ~| eIg¢ One ioe oes oe Aosiof MON 
! 62 8% 992 ‘OI 9% “8h 92° 8¢ % 96 E a 9 "cg =| 992 fee - ao ee see BPBAIN 
os aI ¢° 089 ‘ZE 08 'F 90 T 06° es Lg PI 2% as. “act sia secalnhcaes qnoyoouTIOD 
S eI . 01g ‘6 0 “eI 1a" 16" 40% 9% % | Sib 089 % Preeaceaanshonscoes oIBAMBlOCT 
. 9T 8 | $1Z‘TIz ‘Tt | 09°9 ¢0'T | 09° | 2% gi $02 ‘16 iene tee © eres pers tear dnoiz su100uy-q 31H 
J 61 1% g2¢ ‘cos ‘8 0L°8s | SI'T SIT £6° | 68°T £2 6 "EZ 682 ‘LOT | 198 ‘I$ “""s9381g peu [BJUeUT}UOD 
| 
: eee | $28 ‘ZE6 “S$ | ZL 8S 61 ‘I$ 96 “OF | 88 °T$ tI 6 60 ‘€z$ | O98 ‘OLT ’ ee oe er ener ror, We 
a oe —- - i —i et — —__—______ — a ——-- = | —— + aa —- ~ ——---—-—- - ~ — —+—--— +~—+-—-+ - —_—_—__—__ -_- — —— 
= sonue 
mo -A@1 [B19 euI0dUT (spues | » SOOTAIOS | ¢ Aqanoes 
-ua3 8387g | [eUOSIed Jo| -noyi Uy) | 9 40430 ¢ UOT} O1BjTOM | ¢ SOOTAIOS queul 1 9UBISTSSB| [BIO | (spuBsS | g9C-FCBT 
18103 Jo quooled sy | yunoury Ivy | -sonpq 2yuI0 «6©| «Yyyeey «6| 6C-AOTdm o1qnd | -noyj uy) | ‘euoour euloouy [euosied Video 10d 
yusoled sy gc61 ‘Tt Atn¢ | yeuossed SVIVAB OS-FOGI AQ poyuR soqVIg 
‘uo;eindog)} video 10d 
ea ee ee ae a eee ee eee 2 a ac devend Ra ae Soe a. so or eSVIDAY 


s]UBId [810,, $]UBI3 Vydeo Jag 


6-996 svahk joosyf ‘270729 fig ‘syuawmusaa0b 23079 {0 anuadas )DsaUab 


pun amoosur pouosiad fo juariad D 8D 891]1]D90) PUD 8ajD}g 0} 8JUDLB JOLapay 10}0) puDd ‘asod.ind liq ‘sa1j1)090) puv sazn}g 0) szuDib poLapay DjidD2 lad 


) ATAV I, 


XIGNGdd VY 


84 





85 


FEDERAL-STATE-LOCAL RELATIONS 


*(snsudD oY} JO NKeINg) L96I UT SeOUBUTY JUSUIUIBAOS) 0381g JO 
AIVUITING 9} WO 9IB PUB LG-9C6| IVA [VOSY 9} 10} GIG BIVP ONUGAI [GIIUIZ 0181 “L961 
ysnany ‘ssoulsng JUeLIND JO AVAING 9} WO a1B pesn BIVp BUIOOU] [BUOSIEg ‘(S9T “ON 
‘oz-d_ Sopieg ‘sojemyjsq Uuoeindog be uonjeindog ywaND) 9c6I ‘I Ane jo se 
‘SBISIOAO $8010 PIMIIY ZUTpNjoxe ‘uoyeyndod [e404 94 10jJ SNsUsH 94} JO Neeing 944 Aq 
S0}VUIT}Se UO peseq o18 SJUBIZ BIdRO Vg “IBOA [ROSY OY} UT PONss] Syoa[d JO stseq 9} UO BIB 
pue ‘Z2c61 ‘0g eUNL pepug IvOA [VOSTY 94} 10J SOOUBUTY 94} JO 93819 9} UO AunsBely, OY} 
JO Arvjo100g 9} JO WOdeY [eNUUY olf} WO o18 BIVp SjuBIy) “Eg PUB Z SeIqeRi ‘gggI oUNLS 
‘uper[Ng Ajyunoeg [BOg ‘aIBs[IO A, PUB ‘UdTZwONpY ‘qyeeyy JO JuOWI4ZIBdedg ‘evoIN0g 
"gc6l ‘I A[ng JO sv uoTQerNdog ¢ 
‘I[QBITBAB JOU BIVC] ¢ 
‘OYVd 04} JO A10jzJ.I9,J, ISN, 9YI pus ‘meNy ‘euo0zZ [euBH oy} ‘OBUIEYg 
UBOLIOUTY 0} SUIBIZOId MOj B JOPUN SjUBIZ puB ‘peINq]ijsTpUN JUNOUIB [[eUIs SepNypoUy , 
‘g0UBISTSSe ZUTUURId puv JUSUIdOTaANpe! UBGIN pus ‘soUBIBE[O UINTS ‘asuay 
-Op [TAJO ‘soofAJes SaTqTTIOVy AUNUIUIOD ssuajep ‘UOTJONAWsUOD ABMYSTY ‘uIBIZ0Id 410d Ie 
[si9peg ‘sayouese Zulsnoy oqnd 034 suoT{Nql1j.U00 [eNUUB ‘UOT}BIOISEI OJI[P[TM ‘SeTyTpour 





“M100 [BingNoyize sni[dins jo [BAOuIe! ‘UOTJUBAGId Pooy pue 07T}9010I1d polsicjEMm ‘U0T} 
-B19d000 A148910] ‘MOTJBIOdIOND IpeO AipouM0OD vyi Aq peyeUOp Sat} pouruI0D pue Buy 
-JOyIVU Uy SOefOId BAT} ¥.19d000 ‘YIOM TOTSUO4XO PUB SUOTIVIS JUIUMITIIAX9 [BINI[NIADV 9 
“soot Ales Arviqi] puv ‘uoreiedo 
pue soUvUajUTeU [OOYOS ‘UOTJONI4SUOD puB AVAINS [OOYIs ‘s[oOOyos suTIeU 91R1g ‘puTTq 
94} JO UOPBONps ‘UOTWONpPS [VUOTIBOOA ‘STB DTUBYOOM PUB BINI[NITASe 410J SaZaT[OR ¢ 
‘SUIBIZOId YIU [OOYOS puv YOUN] [OOTIS ‘suo[fes puv SOT P[OS perqe 
“S]P 40] SOMIOY [VTIOJJLI9.], PUB O7BIg ‘MOTIVI[IGVILAI [BUOTIBIOA ‘SAd[AJOS DIBJ[IM P[IUO » 
“SOT TT [fOBy 
YoIvesel GI[VeyY PUv S¥IOM JUOUIZVEI}-9]SeM JO MOTJONIJsSUOD PUB ‘UOT}BUTIOBA onqecur 
-orjod Aduesi0UIe ‘UOTJONIYsUOD puB AVAINS [eI{dsoYy ‘sayAToe YI[Rey [eyUeUT ‘[oO14U00 
UOTIN [Od 19j8M PUB Je0UB ‘BSBESTP JIBEY] ‘STSOTMOJEqN} ‘asBeSTp [BIIBUGA ‘sad;AJOS YIPeeY 
oyqnd [eieues ‘usipyiyo pelddyso 10j sadyAsos ‘saoyAles YIBIy P[TyYo puB [RUIZ ¢ 
*SUOTIO[[OO XB} UTBIIO JO puny isn} JUsMIAOTdUIBUN UT $JUN0D0B 94819 04 
UOTINGT4S|p PUB ‘UOTJVIYSTUTUI PS sd[AJes JUeMAOTdUIO puB <dUBINSU] JUIUTAO;dUIOU A ¢ 
*palqestp A[[e107 pus Al}ueUBUT 
-1od 0y} 0} ple pus ‘pulTq ey} 07 pre ‘uoIpIyo JUepUedep 0} pre ‘a0UB SISSY 938-pIOC | 









































| 

ee eae |----------+- 698 02° 98 FI 69 * | 08 Z --- 
ae eee tee eed | 168 26 ZI | $8" 96 'f 616 | 00% 
ae eee £26 ‘Ib Ig ‘OL | 92° #8 I SZ % | IF" 
a bonpre “-""""! 266 ‘oT 08 8 G6 ‘b eT 49% | £9°T 
a oS tS ae | Fel '6 z9°¢ 68 OT 20 'T 1L‘9 ae 
a ee pore ornare eee a0 786 | cez | OL‘T | 89°% | 26° 
SS |W— >—— —_———}2 — ————— ——!2 _ — == — = = = = = | = = = = 
8% i 80 ‘29 €e ‘eI | €8° | 00% ‘I 
1g 6% SbL ‘Lg | OO'ET | €e°1 | 26 q 
61 8'I | O€2 ‘6h |6¢°9 | Se'T | 99 “I | 
0g | 8% 199 ‘201 = | SEV] SHI oT ‘T 
6I L‘T 928 ‘26 8F'8 | 02° 69 I 7 
LZ 6'I | $8 ‘OL | 126 | 92° eh ‘I ‘T 
£&% | 8'T O9T ‘28 | 68°8 | 96° | £9°1 ‘T 
¥% | 271 | SS ‘Sb 06°2 | 8F° | €h'L ‘I 
&% 19% ILI ‘€% | €2°1% | 06° | $9°I ‘I 
0g 6% 929 ‘9% £0°%% | £92 Lg 'T ‘I 
4 6'1 220 ‘101 | -0'S | SO'T £g'T ‘I 
0 | 2% £92 ‘6IT ze's. | 19° OF 'T 1 
Z 1% | 620 ‘IS Ll | 29°S | 29° z 
62 | 0'€ | $62‘SOT | | 62 '€ | &F'T I 
9% 1ce | 82 ‘IZ | 68 °T | 96 °T i% 
1% | 8'T et ‘Il | 68° | @L'T % 
¥% | 8% | 601 ‘9FO‘T | SZIE | Tel | so | 89°T | Ib 
1% | 61 | 829 ‘bz | 1g" | 't 62 “I 

LI [ot 610 ‘OL 20° | 1g ‘I Olt 

ez ¢'T | 261 ‘8% | £2 02 I 8 69 ‘I 
8% | 9°T | Lb2 ‘Se 80 | 60°I St £0°I 
9% 2s | 1ee‘2ce =| «68 S6° 10°T FT 
8I 1 o'T | $81 ‘9 | &% | OFT | £6" ¢0'T 





| [ 















a ¥ cot hee ae | 02 escent pn 8 to ae en 
| ST°9 | 90°98 | Fe iit Cake ae “-===""""-SDUBIS] UTZITA 
1Z € 6h SI | 29% '% Been at ev eee eto “==""""""OO1Y OJON 
29 | 29°92 | ¥Re Et poeta ace we “-"""" 1B MBH 
| 268 | 62 tb | 902 poeta peree eS r teapot ees “""“B¥SBLV 

* | 69°IZ | TOL’ 5 “---guolssessod pu seqJ0j]1I0,], 
‘Il aI Te PSI | Sete cre oe ene ~-*"1d dIsstsst py 
ZI 62 °7E | 192 sa ees ~-"“susuBsxIy 
‘8 | FL'IZ | 628 Re ae ee BuUT[OlBO YIN, 
ST | oF Fe | IZI —-< £foc scnens= "Seay 
8 | 12°%% | 90° —<_ > “BUI[OIBO YON 
Il Sh ‘SZ | 866 a iF. .- swersnense:~ hasan 
6 | 20'S | OCF | wt a mente re ~--gassouusa, ], 
ral ZL 8S =| 996 ee foes ~-""""""-BTUTSITA 183 Aq 
8 (oove |coO # ##<|mer i yO, ~======"""-B10ORBC YWGN 
6 | cb Re | $69 | Se “---==-=-m0NBC YINO, 
‘er "12 | 60L'E eer eee BIZ1004) 
9% z96& | O10E Ku eee --""-BUBISINO'T 
al 86°29 | TI8 oo ee “="""""=-OOTXOPAT MON 
Cz | I LP ee Bena “see e-""--B8T10URT AO 
73 8 Sh be ee maser. 
6 a oinTl(C lh rr Or Pee te ~-""qu0Ulld A 
8E “El | OE | 692 ‘FE een ne eterna e ae ase eee dnoi3 9u100uy-MO'T 
08 “LZ G8 62 28 aa ass ON ee ae “qin 
ch | 06 SI ; Pe? @ eee ee --ByUTZIT A 
298 b6 FZ 086 aa hlU tk ea eee ma ouleyy 
| 68 °2 20 8% ee ent ree BYysBigeN 
09 'IT | LL ‘8% a. 0CU ee ee ee SBxaL, 
| 86'S | 9¢ ‘2 BO Pet reeennneeswnctensosnnsinns BMO] 











86 FEDERAL-STATE-LOCAL RELATIONS 


APPENDIX TABLE 8 


Comparison of yield from 4 percent tax on local telephone service and Federal grants 
for vocational education and waste treatment facilities construction, for selected 
States 
A 


Federal grants 


Yield from 


4 percent Vocational education 
States ranked by income Income tax on ba ea Waste 

level ! per local tele- | treatment 

capita ! phone | Total | Practical facilities 

|} service? | Older pro- nursing | construc- 

grams 3 and tion 5 
| | fishery 
trades 4 | 

10 highest: | Thousands | Thousands | Thousands | Thousands | Thousands 
Delaware. oan $2, 858 $400 | $539 $165 $24 $350 
Connecticut - -- 2, 673 | 2, 200 | 979 | 315 36 628 
New Jersey 2, 443 | 5, 800 1, 838 644 80 | 1,114 
California__- 2, 419 16, 300 | 3, 893 1, 620 220 2, 053 
Nevada. 2, 413 200 495 151 18 326 
New York ; 2, 395 22, 500 5, 056 2, 070 236 2, 750 
Illinois__- sila ‘ 2, 383 11, 000 3, 383 1, 461 169 1, 753 
Massachusetts 2, 206 5, 500 1, 865 638 90 1, 137 
Michigan 2, 156 6, 800 | 2, 712 1, 182 140 1, 399 
Ohio-_- 2, 154 7, 900 | 3, 305 1, 478 174 1, 653 

10 lowest: 

Mississippi - - - ; 964 800 2,116 826 110 1, 189 
Arkansas -- 1, 088 800 1, 789 657 S4 1, 048 
South Carolina_ -- 1, 133 900 1, 735 656 S4 995 
Alabama... 1, 229 1, 500 2, 162 898 114 1, 150 
North Carolina. 1, 305 1, 900 2, 727 1, 288 168 1, 271 
Tennessee__--_- 1,317 2, 000 2,214 958 120 1, 136 
Kentucky - ----- 1, 324 1, 600 2, 089 908 114 1, 067 
South Dakota---- 1, 330 400 944 253 30 661 
North Dakota-.- 1, 365 300 991 257 31 703 
Georgia. 1, 400 1, 900 2, 225 964 123 1, 138 
Total, all 48 States : 148, 000 84, 468 33, 179 4, 228 47, 061 


1 Based on per capita personal income, 1956. 

? Estimated by Joint Federal-State Action Committee, fiscal year 1958. 

3’ Expenditures for fiscal year 1956. Older programs include agriculture, home economics, trades and 
industry, and distributive occupations. 

4 Allotments for fiscal year 1958. 

5 Allotments for fiscal year 1957 


Source: All expenditure figures from Joint Federal-State Action Committee, Progress Rept. No. 1, De- 
cember 1957. Income data from U.S. Department of Commerce. 





ae Nar Ootme WO™N BH OS ee FH 


oO 


FEDERAL-STATE-LOCAL RELATIONS 87 


APPENDIX TABLE 9 


Federal budget receipts by source, fiscal years 1946-59 

















Receipts 
Year | | 
Individual} Corpora- | Excise | All other 
Total | income |tion income| taxes | receipts! 
taxes | taxes 
| 
Millions of dollars 
1946 $39, 771 $16, 157 $11, 833 $6, 999 | $4, 782 
1947 39, 786 | 17, 835 | 8, 569 7, 207 | 6, 175 
1948 41, 488 19, 305 | 9, 678 7, 356 | 5, 150 
1949 37, 696 15, 548 11, 195 7, 502 | 3, 451 
1950 36, 495 | 15, 745 10, 448 | 7, 549 2, 752 
1951 47, 568 21, 643 14, 106 8, 648 | 3,171 
1952 61, 391 27, 913 | 21, 225 | 8, 851 | 3, 401 
1953 64, 825 30, 108 | 21, 238 | 9, 868 | 3, 610 
1954 64, 655 29, 542 | 21, 101 9, 945 | 4, 068 
1955 60, 390 28, 747 | 17, 861 9, 131 4, 650 
1956 68, 165 32, 188 | 20, 880 9, 929 | 5, 169 
1957 71, 029 35, 620 21, 167 | 9, 055 | 5, 188 
1958 : 72, 400 | 37, 200 | 20, 385 | 8, 898 5,917 
1959 2 74, 400 38, 500 20, 400 | 9, 280 | 6, 220 
Percentage distribution 
1946 100 40. 62 29.75 17. 59 | 12. 02 
1947 100 44. 82 21. 53 18.11 | 15. 52 
1948 100 46. 53 23. 32 7.73 12. 41 
1949 100 41. 24 29. 69 19. 90 9.15 
1950 100 43.14 28. 62 20. 68 7. 54 
1951 100 45. 49 29. 65 18.18 | 6. 66 
1952 100 45. 46 34. 57 14. 41 | 5.53 
1953 109 46. 44 | 32. 76 15, 22 | 5. 56 
1954 109 45. 69 32. 63 15. 38 6. 29 
1955 100 | 47. 60 29. 57 15. 12 7. 69 
1956 100 | 47. 22 30. 63 14. 56 7. 58 
1957 100 50. 14 29. 80 12.7 7.30 
1958 2 100 | 51. 38 | 28.15 12. 29 8.17 
1959 2 100 51. 74 27.41 12. 47 8. 36 
Includes employment taxes, estate and gift taxes, customs, revenues, and miscellaneous receipts. 
2 Estimated 

NotI Detail may not add to totals because of rounding. 

Source: Economic Report of the President, Transmitted to the Congress January 1958, table F-51. 


Percentages computed. 
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APPENDIX TABLE 10 


Total State and local government revenue by source, selected fiscal years 1927-56 


Revenues by source 2 


Year ! 


| | | | 
Sales | Individ- | Corpora- | Revenue | 




















Total Property | and gross | ual tion net |from Fed-) All other 
| taxes receipt | income | income |eral Gov-| revenue! 
taxes | taxes | taxes | ernment | 
Millions of dollars 
1927 _. 7,27 4, 730 | 470 70 92 116 1, 793 
1932 7. 267 4, 487 752 | 74 79 232 | 1, 643 
1934- 7,713 | 4, 076 1, 008 80 49 1,051 | 1, 449 
1936 8, 504 4, 093 1, 484 153 | 113 | 1, 057 | 1, 604 
1938 _- .- 9, 228 | 4, 440 | 1, 794 | 218 165 | 800 | 1, 811 
1940___- 9, 609 | 4, 430 | 1, 982 | 224 156 | 945 | 1, 872 
1942__ 10, 418 4, 537 2,351 | 276 | 272 | 858 2, 123 
1944 4, 604 | 2, 289 342 451 954 2, 269 
1946. 57 | 4,986 | 2,986 422 | 447 | 855 2, 661 
1948. 17, 251 6, 126 4, 442 543 | 592 1, 861 3, 685 
1950 20, 911 7, 349 5, 154 788 593 | 2, 486 4, 541 
1952 25, 181 8, 652 6, 357 998 846 2, 566 5, 763 
1953 _- 27, 306 9, 375 | 6, 927 | 1, 065 | 817 2, 870 | 6, 251 
1954__ 29,013 | 9, 967 | 7, 276 1, 127 778 2, 966 6, 897 
1055....- 31, 073 10, 735 7,643 1, 237 744 3,131 | 7, 584 
ae ‘ anny eee | 34, 667 11, 749 | 8, 691 | 1, 538 890 | 3, 335 | 8, 465 
| 
Percentage distribution 
cs aoe mae | oh eo a ee eee as 
aca 100 65. 05 | 6. 46 | 0. 96 | . 26 1. 59 | 24. 65 
1932 5 100| 61.74 10. 34 | 1.01 1.08 | 3.19 | 22. 60 
1934__ me 100 | 52. 84 13. 06 | 1.03 . 63 13. 62 | 18. 78 
1936 100 | 48. 13 | 17. 45 | 1.79 1. 32 12. 42 18. 86 
1938. 100} 4811] 1944] 2:36 1.78 | 8. 66 19. 62 
1940 100} 4610] 2.62} 233/ 162] 983] 19.48 
1942 100 | 43. 54 22. 56 | 2. 64 | 2.61 | 8. 23 | 20. 37 
1944 100 42.20 | 20. 98 3.13 | 4.13 | 8.74 | 20. 80 
Oo 100 40. 34 | 24.16 3.41 | 3. 61 | 6. 91 21. 53 
1948 100 35. 51 25. 74 | 3.14 3. 43 10. 78 | 21. 36 
1950 100 35. 14 24. 64 | 3. 76 2. 83 | 11. 88 | 21.71 
1952 100 34. 35 25. 24 3. 96 | 3. 35 | 10.19 22. 88 
1953 100 34. 33 25. 36 3.90 | 2. 99 | 10. 51 | 22. 89 
SEE ee ee 100 34. 35 | 25. 07 3. 88 2. 68 | 10. 22 | 23. 77 
1955. 100 34.54| 24.59 | 3. 98 | 2.39 }° 10.07 | 24. 40 
1956 __ 100 33. 89 | 25. 06 4. 43 | 2. 56 9. 62 24. 41 
| | | 
1 Fiscal years not the same for all governments; data not available for intervening years. 
2 Excludes revenues of publicly owned utilities and liquor stores, and of insurance-trust activities. Inter 
governmental receipt. and payments between State and local governments are also excluded. 
3 Includes licenses and other taxes and charges and miscellaneous revenues. 
Note.—Detail may not add to totals because of rounding. 
Source: Economic Report of the President, transmitted to the Congress January 1958, table F-55. Per 


centages computed. 
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APPENDIX TABLE 11 


Total State and locai government expenditures by function, selected fiscal years 1927-56 


Expenditures by function 2 





























| 
Year ! 
Total Education | Highways Public All 
welfare other 3 
| | | 
Millions of dollars 
SOO ite i ee it Re ei atin diteceammmeoals $7, 210 | $2, 235 $1, 809 $151 $3, 015 
NOUN irs cada ncnciesse onc dea net eae 7, 765 2, 311 1, 741 444 3, 269 
Miwssastces: 5 staiccedeeiiaan same 7, 181 | 1, 831 1, 509 889 2, 952 
WE indir c cc ening a dass aie 7, 644 | 2,177 1, 425 827 3, 215 
8 re a 8, 757 2, 491 1, 650 | 1, 069 3, 547 
WINGS. dias. atiicigictduduuinnd ait ae asad 9, 229 2, 638 1, 573 | 1, 156 3, 862 
| EE A RR NSS FEE SEE Fs 9, 190 2, 586 1, 490 1, 225 | 3, 889 
Woe Sctuiicans bacltciadin) eae 8, 863 2. 793 1, 200 1, 133 | 3, 737 
NO 05.5 Seen cictkcscanenleleeeae 11, 028 3, 356 1, 672 1, 409 | 4, 591 
NN ig ee ee Pare nee oe ee iecgetenane 17, 684 5, 379 | 3, 036 2, 099 7, 170 
EES ILC I I EI SS BE 22, 787 7,177 3, 803 2, 940 8, 867 
NO a cs cninasectagvaus manele cee 26, 098 8, 318 4, 650 2, 788 10, 340 
SN a a ee eee 27, 910 9, 390 4, 987 2, 914 10, 619 
UR 5 cece soalniniabick ghianlapaa sc abd: sail 30, 701 10, 557 5, 527 3, 060 11, 556 
SO RE CER RR at areata 33, 724 11, 907 6, 452 3, 168 12, 196 
WD iaiectsettcntuccuitelecd tesa 36, 711 13, 220 6, 953 3, 139 13, 397 
Percentage distribution 

1927... 100 30. 99 25. 09 | 2.09 | 41.81 
1932. _ 100 | 29. 76 | 22. 42 | 5.71 | 42. 09 
1934_. : 100 | 25. 49 | 21.01 | 12. 37 41.10 
1936_. . ; ‘ as 100 28.47 | 18. 64 | 10. 81 42. 05 
1938... Recess 100 28. 44 | 18. 84 | 12. 20 40. 50 
Reatsaes os : 100 | 28. 58 17.04 12. 52 41. 84 
i inh 6h deere bile oe eel 100 | 28.13 16.21 | 13. 32 | 42. 31 
SOs ienasiom ane ae te ee ; 100 31. 51 13. 53 | 12.7 42. 16 
1946 ; i“ ee ale 100 | 30. 43 15. 16 | 12.77 | 41. 63 
1948__- ae 100 30. 41 17.16 | 11. 86 40. 54 
1950__. : 100 | 31. 49 16. 68 | 12. 90 | 38. 91 
1952... : 100 31. 87 | 17. 81 | 10. 68 | 39. 61 
1953... : 100 33. 64 | 17. 86 10. 44 | 38. 04 
1954 ; 100 | 34. 38 | 18. 00 9. 96 37. 64 
1955_- = 3 . 100 | 35. 30 | 19. 13 9. 39 | 36. 16 
1956... ; ; ices 100 | 36. 01 


18. 93 | 8.55| 36.49 





1 Fiscal years not the same for all governments; data not available for intervening years. 

2 Includes expenditures financed by Federal aid but excludes expenditures of publicly owned utilities and 
liquor stores and of insurance-trust activities. Intergovernmental receipts and payments between State 
and local governments are also excluded. 

3 Includes expenditures for health, hospitals, police, local fire protection, natural resources, sanitation, 


housing and community redevelopment, local recreation, general control, interest on general debt, and other 
and unallocable expenditures. 


Note.— Detail may not add to totals because of rounding. 


Source: Economic Report of the President, transmitted to the Congress January 1958, table F-55. 
Percentages computed. 
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AppEenpDIx TABLE 13 


Selected estimates of the derivation of Federal taxes, by State of origin 


t — 


Source of estimate 
































Selma J. Mushkin, U. 8. Tax Foundation, Inc.‘ 
Commission Public Health Service 2 
State on intergov- J be ss a 
ernmental | | 
relations,! | Percent of | | Percent of Amount 
| percent of United Per capita | United | paid for 
| United States |} amount? | States | each dollar 
| States total total | total of Federal 
| grants § 
| 
United States total ®_- 100. 00 | 100. 00 $422 100. 00 
Alsbama. ....--------.---- .97 9 189 | 1.00 | $0. 36 
Arizona- -.-- Soanale . 44 | 5 | 332 | 48 | 51 
Arkansas . 52 | 4) 149 | . 52 | -3l 
California - - - 9. 24 | 9. 4 | 516 | 9. 66 1. 05 
Colorado - - 93 .9 | 424 | .92 | .61 
Connecticut- ; 2. 04 2.3 716 | 2. 04 | 2.3 
Delaware.. ; | 47 6 1, 032 .51 2. 45 
Florida-. | 1, 65 2.0 397 2.13 .93 
Georgia-.-- . . . 1. 32 1.3 253 1. 36 .49 
[OS : , . 30 — 266 . 26 . 46 
Illinois... -- 7. 50 7.3 543 7. 26 1. 64 
SS 2. 50 | 2.2 | 351 2. 43 1. 46 
Iowa--.-. 1. 36 | 1.2 | 297 | 1. 24 | -77 
Kansas -- —_ 1.07 | -9 | 314 1. 02 | . 66 
Kentucky - a 1.09 | on 240 1.10 . 52 
Louisiana one ; 1.14 1.2 269 1.17 . 36 
BE i eamenis wa | . 44 5 | 368 47 | 71 
Maryland - aa 1.88 2.0 519 | 2.68 | 1. 67 
Massachusetts | 3. 55 3.9 532 | 3. 59 | 1. 34 
Michigan_.--- 4.93 4.9 476 5. 25 | 1. 59 
Minnesota - - -- 1.70 1.6 | 354 1.72 | . 89 
Mississippi . 49 | .4 132 49 | 29 
Missouri z 2. 52 | 2.5 | 402 2. 59 . 67 
Montana . 35 | 3 | 316 35 » 55 
Nebraska _--- | oat .6 | 318 . 68 | . 66 
Nevada- --- .16 2 | 2: . 20 . 48 
New Hampshire : 32 | 4 | 58 . 36 | 1.02 
New Jersey---- 3. 89 | 4.0 | 526 | 4.10 2. 40 
New Mexico- - -- : . 32 | 3 281 | 34 . 34 
New York____- 13. 81 | 15.2 666 13. 33 1. 82 
North Carolina pect 1. 43 1.4 219 | 1. 44 | .57 
North Dakota- . 26 | 2 200 | 25 44 
re 6. 09 5.9 | 468 6.16 | 1. 69 
Oklahoma. -_- = — 1.00 9 264 99 . 35 
Oregon - eee 1.05 | 9 | 378 . 98 96 
Pennsylvania 7. 36 | 7.5 467 | 7.01 1. 50 
Rhode Island 57 .6 487 | 55 . 89 
South Carolina . 67 | .6 | 194 | . 68 .49 
South Dakota : . 26 os 201 | . 24 . 38 
Tennessee 1. 25 1,1 230 | 1. 24 | . 55 
; 4.44 4.0 325 | 40 | 78 
teh... ....- : 36 3 | 306 | . 36 .49 
Vermont ; : ‘ .18 2 343 19 | . 62 
Virginia 1. 57 1,6 | 305 | 1. 67 . 90 
Washington 1. 72 1.5 401 | 1. 56 | .79 
West Virginia__-- a 8 | 265 | .72 51 
Wisconsin 2. 24 2.1 | 397 | 2.13 | 1, 23 
Wyoming a . 20 2 359 .18 .42 





1 For fiscal year 1953. Computed from appendix table 9, Report to the President for Transmittal to the 
Congress (June 1955). 

2 For fiscal year 1954. ‘Distribution of Federal Taxes Among the States,” National Tax Journal (June 
1956), table 2, p. 161. 

3 Based on population as of July 1, 1953. 

4 For fiscal year 1956. Allocating the Federal Tax Burden Among the States. Research Aid No. 3 (April 
1957), tables 5 and 6. 

5’ Represents a measure of the proportionate amounts contributed through Federal taxes by the taxpayers 
of each State to finance Federal grants paid to State and local governments in the respective States. 

6 Includes District of Columbia. 
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APPENDIX TABLE 14 


Federal, State and local, and total taxes as a percent of income payments, by State, 
fiscal year 19538 















































Percent of income payments ! 
States ranked by per capita income payments, fiscal year 1953 | | 
| Federal State and Total 
taxes ? local taxes taxes 3 
| 
nen Ohatei ma; cs ccce tase 26. 53 | 7.94 34. 47 
I isda stinthcntndhnetsttnbacdandas deeds 28. 11 7. 87 35. 98 
Delaware. __.... Si sie alee lls nla tes hasten seed lat 41. 46 | 4. 52 45. 98 
Nevada incense agi eget lriaiaanatan tical adnan negutbedé 26. 05 8.14 34.19 
Connecticut _ _ - watnctedhiainithig ran telepunedinane tas jmwoeiati cada 31. 24 | 6. 55 37. 78 
I i oh ck etna ee 30. 16 8. 93 39. 09 
Illinois ____- iis s sniping ets boailiakacss dee eiteceiodicaaaae 28. 65 | 6. 67 35. 32 
New Jersey ‘ seni ids nts iiets iaeirototaieesi snes ei hele eae 26. 09 7.01 33. 10 
CII si ii: thensn ne eisatpecinerdonénptie ine eaandi cain ccbetncaenensacaeeiall 26. 85 | 9.05 35. 89 
Ohio aia ales aes a clndiddwisinnachntsieumnttniiahieaaialabaaninnsdiial 26. 35 | 6. 04 32. 39 
Michigan. .-_-_- . eS inline miiismipddtalalitaal | 26. 59 7. 74 34. 33 
Washington ns ibe dee teak deeb tad age dak aids ampmeiedmati 26. 56 8. 49 35. 04 
Maryland bciietuteentudal i Roriisiniitoha gales qumidehamudidaadee 28. 67 6. 72 35. 39 
Massachusetts_ -_-_- pcitiianiillnicinshapeate ddibiietoncninnciasiainmaadaaae 28. 64 9. 21 37. 85 
aeeka a idee 
Fe ED SS «ooo ctavedbnenweeseiccndsacaseecaniae | 26. 29 | 7. 46 33. 75 
UII a. ioe cnpccnreccaciewiaeceets nistcsisistinaiatinactetaada 27. 24 | 6. 39 33. 63 
a cisacectirintatarceaisetcenrn sais Cteidenttpaindnitee oslo intslstiia apelin tintin 23. 97 | 7. 44 31. 41 
Oregon si onienaes wi inniseio ub deed ceetaich as eta tapcaaehaia dae 26. 62 8.75 35. 37 
Rhode Island . : sac seiaheigies a ered aslo aise peoaaeebaremaien 28. 37 | 7. 59 35. 96 
PE Hinde édnvieundcscmusadvdteaesadainscabletntaieumnantiaal 26. 35 9. 26 35. 61 
Montana. ....----- . intial sitbeaidld ctldesigsntnaspann naksincnemeh ie iaanaane 23. 75 8.02 31.77 
Be I icind:jiutecvdrniiredindbtikinetelinngatttankemiteiaiaataaanaamasoned 28. 26 | 9. 49 37.75 
Colorado.........- - (slate atscoasschaeitauiiaidbaedidaieaegitedgieiaeaae | 27.72 | 9. 44 37. 16 
spies: cate sintsvccchinh-ca inschisaech sete tapas easinsassodieas talaga 26. 69 | 6. 36 33. 05 
Kansas. ..---- cacat sina aautadasine bictinhdaacmedte Tiemann 23. 69 9.15 32. 82 
New Hampshire siokcsimceneiat anaiagioiienaiie italian csin pial 26. 94 8. 34 35. 28 
Nebraska. ------- iceiiccad amas ccceininiene sins 25. 50 | 7. 86 33. 37 
ee NN TNO sais cis, 2 ota a Sch inso ncn eeweaeetene eee | 24. 76 8. 49 33. 25 
Iowa_.. . a 23. 53 9. 62 33. 15 
Minnesota. aed 25. 65 9. 97 35. 62 
Arizona.. ‘ ede | 23. 15 9. 04 32. 19 
Utah ‘ ; isis 22. 89 8.7 31. 59 
Texas. ‘ ° A 25. 67 7.10 32. 77 
Idaho-. : ietdinndedaad 24. 59 9. 40 33. 99 
Vermont.-_. il j 24. 32 9. 92 34. 24 
Maine... hse eee 24. 82 | 9. 44 34. 26 
Florida... a 26. 41 | 10. 11 36. 52 
Virginia. __. ; ; : 23. 10 6. 62 29. 72 
New Mexico. an 22. 75 8. 92 31. 66 
Oklahoma. - ‘ 23. 73 9.61 | 33. 34 
12 lower-..- 21. 84 8. 45 30. 30 
j 
South Dakota 21. 34 | 10.7 32. 12 
North Dakota_- 23. 04 | 11. 07 34. 11 
West Virginia____- 22. 06 7.13 | 29. 20 
Louisiana. ‘ 22. 77 10. 83 | 33. 60 
Georgia. .__ ; : a ; | 22. 40 8. 20 30. 60 
‘Tennessee... .- | 22. 93 | 7. 55 | 30. 48 
Kentucky - --- | 22. 46 | 6. 85 | 29. 31 
South Carolina- -- : | 19. 63 | 9. 06 | 28. 69 
North Carolina aol 22.17 8. 84 31. 01 
Alabama._-. 21. 43 | 7. 26 28. 69 
Arkansas. _. ‘ “ 20. 35 7.99 | 28. 34 
Mississippi - - ” . ‘ | 19. 10 | 9.77 | 28. 87 


| 


i State income payments, like the newer concept of State personal income which has replaced it, is defined 
by the Department of Commerce as the current income received by residents of the States from all sources, 
inclusive of transfers from government and business but exclusive of transfers among persons. 

2 Tax incidence estimated by the staff of the Commission on Intergovernmental Relations as follows: 
Individual income taxes on basis of income tax liability in 1951; corporate income taxes, 14 on basis of income 
from dividends, 4 on basis of retail sales; excise and miscellaneous taxes on basis of consumption, collections, 
or other data. 

3 Detail may not add to totals because of rounding. 

4 Includes District of Columbia. 


Source: Computed from appendix table 9, Report of the Commission on Intergovernmental Relations. 
Income payments from Department of Commerce, Office of Business Economics, Survey of Current 
Business, August 1954. State and local tax collections from Bureau of the Census, State and Local Gov- 
ernment Revenue in 1953 plus later revisions. 





ADDITIONAL VIEWS OF HON. CLARE E. 
HOFFMAN 


It is my desire to join in the report but to call attention to the fact 
that a more strenuous effort should be made to preserve the rights 
of the States. 

We should keep in mind the fact that, if another commission is 
established (recommendation 2, p. 48) following former precedents, it 
will tend to grow like Jack’s beanstalk. 

The sound approach to the problem of intergovernmental relations 
taken by the subcommittee in its hearings and the objectivity of the 
report is a tribute not only to the subcommittee chairman, Mr. 
Fountain, but to the ranking minority member, Mrs. Dwyer. Her 
diligence and devotion to the work of the subcommittee has been 
noteworthy and particularly valuable in this field where she has had 
background and experience as a member of the New Jersey State 
Legislature for 7 years. 

Criare E. Horrman. 
94 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 2551 


SALINE WATER PROGRAM 


(Research and Development) 


Aucust 12, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government Opera- 
tion, submitted the following 


THIRTY-FIRST REPORT 


SUBMITTED BY THE PUBLIC WORKS AND RESOURCES 
SUBCOMMITTEE 


On August 6, 1958, the Committee on Government Operations had 
before it for consideration a report from its subeommittee entitled, 
“Saline Water Program (Research and Development).” 

After consideration of the report as submitted by the subcommittee, 
upon motion made and seconded, the report was approved and adopted 
as the report of the full committee. The chairman was directed to 
transmit a copy to the Speaker of the House. 


BACKGROUND OF THE HEARINGS 


The demand for water—for domestic, industrial, and agricultural 
uses—is growing phenomenally. In many areas of the United States, 
as well as throughout the world, the need is already acute and becoming 
more critical. Because of water shortages, many communities already 
face both hardship and economic stagnation. Over 240 billion g. p. d. 
(gallons per day), or 1,500 gallons per person per day, are now con- 
sumed in the United States, as compared with the use for the year 1900 
of somewhat over 40 billion g. p. d. or 530 gallons per person per day. 
The Geological Survey estimates that by 1980, our daily consumption 
of water will reach 600 billion gallons. 

Huge quantities of water are required by industry alone. For 
example, 660,000 gallons of water are needed to produce 1 ton of 
synthetic rubber; 75,000 gallons are needed to produce 1 ton of high 
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grade paper; 65,000 gallons are needed to produce 1 ton of cold-rolled 
steel; etc. Although some of these industrial uses of water are largely 
for cooling or power production purposes, rather than actual consump- 
tion, the growth of water consumption in the United States is greater 
than the rate of population increase. 

In its recent report, Preliminary Survey of the Saline-Water 
Resources of the United States,’ the Geological Survey summarized 
the situation as follows: 


The number of areas in which undeveloped supplies of 
fresh water are available has diminished condiderably with 
the rapid growth of industries and population in the past 
decade. Many areas previously considered to have rela- 
tively unlimited water resources have reached the point at 
which water-supply shortages exist or are ievaiconl, 


It is clear that unless bold and concerted action is successfully 
taken to meet this expanding demand for water, the United States 
will, within the next generation, face economic retardation and re- 
sulting impairment of our national strength to an almost catas- 
trophic degree. 

lthough water shortages in some areas are due to wasteful use 
or to delay in developing existing supplies of water or the physical 
facilities for its distribution, the shortages in many other areas are 
due to arid or semiarid conditions, or to the presence of large amounts 
of dissolved minerals in the local water which render it unfit for 
domestic or agricultural use, or for many industrial uses. 

According to the “Drinking Water Standards”’ of the United States 
Public Health Service, the total amount of dissolved solids in water 
for human consumption ‘‘should not exceed 500 p. p. m.”’ (parts per 
million), but ‘if such water is not available, a total solids content of 
1,000 p. p. m. may be permitted.” For agricultural use, water 
should generally have less than 1,200 p. p. m. dissolved solids, although 
the proportion of sodium, boron, and other mineral salts has a rela- 
tively critical importance. For industrial use, the minimum salt 
content may be higher or lower, depending on the particular use of 
the water and the degree of purity required. 

Ocean water contains on the average about 35,000 p. p. m. of dis- 
solved salts.2 The term “brackish” is generally applied to water 
with a salt content less than ocean water but greater than 1,000 
p. p. m. Brackish water occurs frequently throughout the United 
States in streams, wells, and lakes. 

The inexhaustible water supply of the ocean adjoining the shores 
of the great land masses of the world, and the immense quantities of 
bhackish ground and surface waters present in many inland areas, 
both in the United States and in many parts of the world, provide a 
huge potential reservoir of usable water. The treasury of human 
benefit which economic desalination of these waters would open is 
indeed vast. 

Techniques for separating salt and water have been known for gen- 
erations. In his report to Congress of November 21, 1791 (3 Annals 
of Congress 1042), Thomas Jefferson, then the Secretary of State, 
summarized the history of converting salt water into fresh water 


1 Geological Survey Water-Supply Paper, 1374, p. 1 (1957). 

2 Partly enclosed areas of the sea depart from this norm: Persian Gulf, 40,000 p. p. m.; Gulf of Mexico near 
Texas coast, 39,000 p. p. m.; Chesapeake Bay, 15,000 p. p. m.; Baltic Sea, 7,000 p. p.m. By contrast, Great 
Salt Lake in Utah, as long ago as 1930, had attained a salt concentration of 210,000 p. p. m. 
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from the time of Lord Bacon in the 16th century and described the 
distillation processes then in use on the sailing ships of the 18th 
century. Long ago, men living in cold, dry climates discovered a 
crude method for obtaining fresher water by letting saline water 
freeze and then melting the ice. In the 1870’s, evaporation in solar 
stills was used to produce some 5,000 gallons of fresh water per day 
at a mine in Las Salinas, Chile. In more recent years, numerous 
patents have been issued in many countries for several types of work- 
able saline water conversion processes. Equipment for such purposes 
is being used on numerous islands, seagoing ships, and other places 
where fresh water is not otherwise available. 

The great drawback to the large-scale use of previously established 
techniques has been their expense. President Harry S. Truman, 
during his administration, recognized the urgent and important need 
for further research and development to bring the cost of desalting 
within economic range. In March 1950, he requested the Secretary 
of the Interior and the heads of several other Federal departments 
and agencies, to collect all available information on large-scale con- 
version of salt water, and to seek the enactment of legislation author- 
izing ‘“‘the necessary research and development work” for such purposes. 

To meet this urgent need, Congress enacted the Saline Water Act 
of July 3, 1952 (66 Stat. 328, 42 U.S. C. secs. 1951 et seq.). This act, 
recognizing ‘‘the acute shortage of water in the arid areas of the 
Nation and elsewhere,” directed the Secretary of the Interior to 
engage in a 5-year program of research and development of 


* * * practicable low-cost means of producing from sea 
water, or from other saline waters, water of a quality suitable 
for agriculture, industrial, municipal, and other beneficial 
consumptive uses on a scale sufficient to determine the 
feasibility of the development of such production and distri- 
bution on a large-scale basis, for the purpose of conserving 
and increasing the water resources of the Nation. 


The 1952 act authorized the Secretary of the Interior, 


by means of research grants and contracts, * * * to conduct 
research and technical development work, to make careful 
engineering studies to ascertain the lowest investment and 
operating costs, and to determine the best plant designs and 
conditions of operation. 


The act also authorized the Secretary 


* * * to study methods for the recovery and marketing 
of byproducts * * * incident to the production of water 
* * *- to correlate and coordinate the research and develop- 
ment work of * * * educational institutions, scientific 
organizations and industrial and engineering firms; and 
* * * to cooperate with any other Federal, State, or munici- 
pal * * * agency * * * and with any private person, 
firm, educational institution, or other organization * * * 


The Saline Water Act of 1952 specifically provided that the research 


shall be coordinated or conducted jointly with the Depart- 
ment of Defense to the greatest practicable extent compatible 
with military and security limitations * * * 

H. Rept. 2551, 85-2——-2 
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Three years later, in the amendatory act of June 29, 1955 (69 Stat. 
198), Congress broadened the 1952 legislation into a 14- -year program, 
extending from fiscal year 1953 through fiscal year 1963, plus an addi- 
tional 2 years for completing the research, plus 1 more year to correlate 
and coordinate the results of the studies and research undertaken. The 
amendatory act also increased the total authorization for the program 
from $2 million to $10 million; limited total departmental expenses 
for direction of the program and coordination of information to a 
maximum of $2 million; and authorized up to $2% million for research 
and development in Federal laboratories. The amendatory act 
specified that expenses for administration and for work in Federal 
laboratories should be ‘‘scheduled for expenditure in equal annual 
amounts insofar as is practicable.’ It also provided that up to 10 
percent of each year’s research and development funds— 


may be expended in cooperation with public or private 
agencies in foreign countries in the development of processes 
useful to the program in the United States 


but with a proviso that contracts for such foreign cooperation 


shall provide that the results or information developed in 
connection therewith should be available without cost to the 
program in the United States. * * * 


The importance which Congress assigned to full cooperation with 
interested Government agencies was reflected in the addition of the 
following language to the section providing for cooperation with the 
Department of Defense: 


Similarly, the fullest cooperation by and with the Atomic 
Energy Commission and the Civil Defense Administration 
in research shall be carried out in the interest of achieving the 
objectives of the program. 


The 1955 amendment was the direct result of an increased sense of 
urgency in Congress. This feeling was cogently expressed in the con- 
ference report on the bill which became the 1955 amendment (H. 
Rept. 861, 84th Cong., Ist sess., p. 3): 


The Nation’s rapidly increasing population and expanding 
industry, with the corresponding rapidly increasing needs 
for water, the critical water situations that have developed 
in many areas in recent years, and national and interna- 
tional conditions in this atomic age, all reflect the imperative 
need for speeding the objectives of this program. It may 
become necessary within the term of this program for many 
areas to depend on salt or saline water conversion for a water 
supply. Ways and means must be found without undue 
delay for economically converting salt or saline water to fresh 
water. The program cannot be allowed to drift along 
without producing concrete results, and it is expected that 
with the expanded implementation of the saline-water pro- 
gram authorized by this legislation results will be obtained. 


The Office of Saline Water (hereinafter designated as OSW) was 
established within the Office of the Secretary of the Interior shortly 
after the 1952 act was enacted. 
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The annual reports of OSW indicate that a good deal of progress 
has been made both in basic research and in some aspects of applied 
engineering development of some of the desalination processes. But 
there have been criticisms, both in Congress and elsewhere, that the 
program has not been proceeding with the dispatch Congress intended, 
that OSW is understaffed and insufficiently supported, that its re- 
search and development work at the pilot-plant level has been lagging, 
and that research and development on saline water conversion in 
foreign countries has been moving ahead. A review of the present 
status and progress of the United States desalination research program 
seemed desirable at this time. 

Consequently, the committee has conducted a comprehensive 
inquiry into all aspects of saline water conversion research and 
development to ascertain the state of present progress in the field, 
with particular emphasis on the administrative, technical, and policy 
aspects of the Federal Government’s program as they bear on current 
and future progress. 

Extensive hearings were held by the Subcommittee on Public 
Works and Resources of the Committee on Government Operations 
on April 15, 16, 17, and 18, 1958. Testimony was received from 
Interior Department officials (the Assistant Secretary for Water and 
Power, the Director of the OSW and members of his staff, and repre- 
sentatives of the United States Geological Survey and the Office of 
the Solicitor), from officials of the Department of Defense, and from 
private persons representing industries, research foundations, and 
universities interested in saline water conversion research and develop- 
ment. In addition, information was also received in letters from the 
following Federal agencies: Department of the Interior, Department 
of Defense, Department of State, Department of Commerce, Depart- 
ment of Agriculture, Department of Health, Education, and Welfare, 
General Services Administration, Federal Power Commission, Federal 
Civil Defense Administration, and Housing and Home Finance 
Agency. Letters were also received from numerous other organiza- 
tions and individuals, both public and private, that are actively 
involved in saline water conversion. These letters have been in- 
cluded in the record of the hearings, and most of them appear in the 
printed transcript. 

It is evident that the task of developing economic means of water 
desalination poses a great challenge to American scientists, engineers, 
and manufacturers. Successful attainment of the objectives of the 
saline water legislation will not only be of tremendous benefit to our 
own economy and security but will also serve the expanding popula- 
tions and economies of the world better than perhaps any other 
single development of recent years. 


CONCLUSIONS 


The demand for water in many areas of the United States is 
expanding at an enormous rate, and unless these demands are met soon, 
our Nation is certain to face hardships and economic retardation so 
severe as to impair our national economy and security. 

. While a good deal of progress has been made in the saline water 
progr: 1m since 1952, within the framework prescribed by the limitations 
of the Saline Water Act, the Department of the Interior has been 
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contented with the gradual progress and has not regarded the program 
with the sense of urgency which Congress intended it should have. 
Illustrative of the Department’s attitude is the fact that the Depart- 
ment has, in the past 2 years, deferred or cut back admittedly im- 
portant projects on the ground that the fiscal and other limitations in 
the Saline Water Act would preclude such work, yet has not recom- 
mended modification of those limitations. 

3. It does not appear that any desalting process now in being or 
under development offers promise of overcoming the difficult problems 
standing in the way of producing fresh water from sea water in large 
quantities and at costs economically competitive with other sources 
in most areas. Moreover, these problems are such that their solution 
will have to be preceded by a dramatic scientific breakthrough. How- 
ever, the committee has seen no evidence that such a breakthrough is 
imminent. 

4. The economical production of freshwater from saline water is a 
complex problem, as difficult perhaps as that of developing methods of 
using atomic energy for economical production of electric power. The 
committee believes that the importance of the task and the need for 
new ideas and new techniques to solve the problem will demand all the 
ingenuity and engineering know-how that can be brought to bear. 
The committee is convinced that there must be a larger and more 
sustained effort in both basic research and development of saline 
water conversion methods than is possible at the present rate of 
expenditure by Government and industry. The Office of Saline 
Water must substantially increase its efforts in advancing both basic 
research and pilot-plant work in the saline water conversion program. 
Such effort would be facilitated by amendment of the Saline Water 
Act to eliminate the financial authorization restrictions now present 
in that act, and by appropriation of sufficient additional sums to en- 
able such work to proceed promptly and without deferment. 

5. Localities whose fresh water needs can be met by conversion 
of saline water often differ greatly in climate, topography, salinity of 
the available water, quantities of water required, uses for the fresh 
water, cost or availability of fuel, labor, materials, etc. The committee 
recognizes that no single process now in view is superior to all others 
at all locations and in all circumstances. The committee therefore 
agrees with the OSW policy of concurrently investigating and devel- 
oping as many different processes and methods as possible. 

6. Estimates given the committee concerning saline water conver- 
sion costs vary widely not only among different processes but also 
among different methods of the same process. Moreover, the more 
optimistic cost estimates are either admittedly preliminary or strongly 
hedged. Also, the fact that the added costs of pumping, transporting, 
storing, and distributing the water are largely or completely omitted 
makes it difficult to compare the costs of converted water and of water 
from natural sources. These cost uncertainties are a major handicap 
to the committee in attempting to reach firm conclusions about the 
present state of progress, and reasonable expectations as to future 
developments, in the saline water program. 

7. The Office of Saline Water has not taken full advantage of Federal 
scientific laboratories to perform research on saline water conversion 
problems. 
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8. The Office of Saline Water is substantially understaffed with 
resulting excessive workload and impairment of its efficiency and 
ability to advance the saline water program as rapidly as Congress 
intended. 

9. The cooperation and coordination which Congress intended 
should be made in the saline water program by the Department of the 
Interior, Department of Defense, and other Federal agencies have not 
been attained. No joint projects have been initiated and only one 
cooperative agreement has been executed between the agencies. Al- 
though there has been liaison on some projects, it is the opinion of the 
committee that more could and should have been done in effectuating 
the cooperation and coordination necessary to mobilize the full re- 
sources of the Government in achieving the objectives of the Saline 
Water Act. 

10. Considerable work is being done on saline water conversion in 
many countries throughout the world. It is questionable whether 
adequate efforts are being made to obtain for the researches within 
the United States the full benefit which could be obtained from foreign 
researches. 

11. The OSW has made some contacts with research groups in 
various countries. However, it has given very little attention to 
the possibility of cooperating in saline water research endeavors or 
projects with research groups and governmental agencies in the coun- 
tries of Latin America, several of which have widespread and pressing 
need for economical methods to desalt sea and brackish water. 

12. Private industry is keenly interested in the design and manu- 
facture of desalination equipment, and would undoubtedly respond 
quickly and positively if encouraged to advance desalination research, 
engineering, and plant construction on a large scale. 

13. The progress of the OSW program is being hampered by unduly 
small allocation of funds for basic research, by deferring research and 
testing in pilot plants of many promising processes which are ready 
for such work, by lack of a Federal seashore laboratory for saline water 
research, and because contractors are frequently uncertain of getting 


the long-term financial support from OSW needed for continuity of 
research-staff effort. 


PRINCIPAL RECOMMENDATIONS 


1. The heads of all Federal agencies concerned with saline-water 
conversion should make every effort to communicate to all operating 
personnel a full understanding of the high degree of urgency that 
Congress has assigned to the Government’s saline-water-conversion 
program, and to have the saline-water-conversion activities of their 
agencies conducted on a basis that may properly be characterized as 
bold, dynamic, and imaginative. 

2. (a) The OSW should keep the public fully and accurately in- 
formed both of accomplishments and of remaining problems in the 
program, avoiding, of course, overstatements which may lead to public 
misconceptions as to when the goal of economically converted water 
may be achieved. 

(6) Research-project reports of contractors should, except where 
considerations of national-defense security clearly demand otherwise, 
be promptly made available to the public. 





8 SALINE WATER PROGRAM 


(c) The OSW should bring up to date the list of literature references 
in its brochure on desalinization of saline waters and issue on a con- 
tinuing basis current bibliographical material on this subject. The 
Department should also asse smble in the Interior Department Library 
a fuller and more accessible collection of the literature on saline-water 
conversion. 

3. To enhance the probabilities of a scientific breakthrough in 
saline-water conversion, the OSW should develop and present to 
Congress programs calling for substantially increased emphasis and 
expenditures on basic research. OSW should aggressively seek and 
encourage new ideas and, in this connection, should give maximum 
consideration to comprehensive searches of scientific literature for 
the purpose of finding new ideas. 

4. The pilot-plant phase of the saline-water program should not be 
allowed to lag. The Secretary of the Interior should promptly seek 
additional funds to permit such wark on all the processes which are 
ready for active pilot-plant research and to acquire a Federal seashore 
laboratory. In addition, at least 3 or 4 of the more developed proc- 
esses should be promptly subjected to testing in large-scale pilot 
plants with a capacity from 250,000 to 1,500, 000 gallons per day of 
converted water. Such large-scale testing is essential in achieving 
the transition from laboratory work to the “full-scale production plant 
and will also stimulate further research and development by industry. 
The Saline Water Act should be amended to enable the prompt prose- 
cution of this important and urgent work. The OSW should do more 
to interest private industry in cooperating in and sharing the costs of 
the pilot-plant research and testing program. 

5. Because the design and manufacture of desalination equipment 
seem likely to become highly competitive, the OSW should exert 
every effort to utilize this potential interest by encouraging research 
and development through private industry. The committee specifi- 
cally urges increased efforts to obtain cooperative research-and-de- 
velopment projects with private industry under agreements providing 
for sharing the costs of the work, and making fully available to the 
— all the information developed in such projects. 

The OSW should do more to stimulate increased interest by uni- 
suncisiaa and other scientific institutions concerning the problems of 
saline-water conversion, the need for solving them, and the growing 
importance of this area of science and technology. For example, out- 
lines of limited-scope research projects suitable for graduate thesis 
work might be sent to educational institutions where appropriate, and 
partial assistance given in the form of research grants or through 
cooperative agreements to schools undertaking such projects. 

7. In conformity with the express intention of Congress that the 
best use be made of Federal scientific laboratories in research relating 
to saline-water conversion, the OSW should seek to establish regular 
liaison with officials in charge of each such scientific laboratory with 
the object of selecting worthwhile research projects to be performed in 
these Federal laboratories within the limit of funds available for such 
or 

. The staff of OSW should be increased, and the Secretary should 
give that office every assistance in recruiting additional qualified 
personnel. Such additional personnel should enable OSW to 
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(a) Study more completely the evaluation reports on research 
proposals which are made to OSW by its consultants, many of 
whom are themselves present or prospective research contractors; 

(6) Engage in more inspection of research projects, and visits 
to scientific “establishments; 

(c) Increase its program of encouraging and assisting in the 
development of ideas and research projects in saline-water con- 
version; and 

(d) Increase its coordination of saline-water research and 
development activities both in the United States and abroad. 
The Secretary of the Interior, with the aid of consultants 

expert in the initiation, direction, methods, and supervision of scien- 
tifie-research programs, should study the organization, procedures, 
and operations of the Office of Saline Water, giving particular atten- 
tion to 

(a) Enlarging and improving the basic-research and the pilrt- 
plant-research phases of the OSW program; 

(6) The technical and financial aspects of promoting a com- 
prehensive search, by a competent research organization or 
organizations, of the literature of the natural sciences to make 
possible fuller correlation, interpretation, and application of 
recorded scientific knowledge and to provide new ideas and 
viewpoints, and broader vision for the advancement of the 
saline-water-conversion program ; 

(c) The need for appointing a general administrative or execu- 
tive officer in the OSW to deal with administrative details and 
enable the Director to concentrate on the major policy problems 
of the OSW conversion program; 

(d) Increase in the professional staff of OSW and sharper 
delineation of function and more delegation of authority in its 
— branches; 

The effectiveness of the existing intradepartmental com- 
ao on saline-water conversion; 

(f) Elimination of all unnee essary delays in approving project 
proposals; and 

(g) The extent to which the OSW endeavors to determine that 
a proposed research project will not duplicate work already done 
elsewhere. 

The Secretary is requested to report the results of that study to 
the committee not later than November 1, 1958. 

10. The Saline Water Advisory Board, which is now composed of 
industrial, scientific, and educational leaders, should be augmented by 
a representative from each Federal agency having a direct interest in 
saline-water conversion. The Secretary should consult fully with this 
Board on major policy matters involving the program, including its 
financial requirements. The Board should be convened fr equently, in 
line with the Board’s own recommendation in 1954. At least two 
meetings a year would be advisable, and Board members should 
strive to attend the meetings in person. 

Greater efforts should be made to achieve the full degree of 
cooperation and coordination required by the saline-water legislation 
between the Department of the Interior, the Department of Defense, 
and the Atomic Energy Commission, including the joint conduct of 
research projects, as intended by Congress. The committee believes 
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that the execution of cooperative agreements between the agencies, 
outlining the methods of such cooperative and joint efforts, will 
aid in furthering such efforts. The OSW should continue to strive 
for the maximum liaison and cooperation with (a) other Federal 
agencies, (b) State and local agencies, (¢) private persons and groups, 
and (d) foreign public and private agencies, and international agencies. 
The Secretary of the Interior should consider calling a conference on 
saline-water conversion, to which he would also invite the governors 
of the States, Territories, and island possessions, and interested 
officials of city and county governments, to discuss and develop 
greater cooperation in the saline-water research and development 
program. 

12. The excellent patent provisions used in the research contracts 
of the Office of Saline Water, which are in line with the intention of 
Congress that the results of the research “shall be available at all times 
for general public use,’”’ should be adopted by the other Federal 
agencies participating in similar research and development contracts. 
Under those provisions, the inventions resulting from the federally 
supported project would be assigned to the United States, or, if patent 
rights are retained by the contractor, the use of the inventions would 
be available (1) to the United States under a royalty-free, nonexclusive 
license, and (2) to all qualified applicants under a nonexclusive license 
upon payment of reasonable royalty. 

13. In line with the committee’s belief that the OSW program is 
being hampered by the restrictions on departmental expenses in 
directing the program and coordinating information, and in using 
Federal laboratories, the committee recommends that the second and 
third sentences of section 8 of the Saline Water Act, as amended, be 
repealed. 

14. Section 6 of the Saline Water Act, which provides that the 
annual reports of the Secretary “shall include suitable recommenda- 
tions for further legislation,” clearly shows that Congress recognized 
the need for modifying the legislative framework of the saline water 
conversion program as it proceeded toward its objective. The Secre- 
tary of the Interior should, at least annually, review the program 
with the objective of recommending to Congress such changes in 
the existing saline-water legislation as will expedite the attainment of 
its basic objectives. 

15. The Secretary of Defense, with the assistance of the Secretary 
of State, the Secretary of the Interior, and the Director of the Central 
Intelligence Agency, should make a thorough study of all available 
information as to what the Soviet Union is accomplishing in saline 
water conversion research and development, including Soviet efforts 
to exploit these accomplishments in foreign countries. 

16. The Departments of Interior, Defense, and State (including 
the International Cooperation Administration) should establish by 
cooperative agreement an interdepartmental committee to coordinate 
all saline water conversion activities of an international character, 
including, among others: 

(a) Collection and dissemination of information regarding 
(i) research and development work abroad, including the Soviet 
Union and its satellite countries; (ii) construction and operation 
of saline water conversion equipment abroad; (ili) foreign 
localities where there is a demand for saline water conversion 
equipment. 
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(6) Liaison and cooperation with international organizations 
and public and private agencies in foreign countries, including 
participation of the Government in research and development. 

(c) Encouragement of foreign cooperation and assistance in 
public and private United States research, including exchange 
visits, symposiums, ete. 

(d) Inspection of foreign research by Federal personnel. 

17. Research contracts of the OSW should include the provision 
customary in negotiated Government contracts requiring that the 
contractor’s records be available to the Comptroller General of the 
United States for a period of 3 years after final payment. 

18. The Secretary of the Interior, with the assistance of the Secre- 
tary of Commerce, should make a survey of the market needs for 
saline water conversion equipment, the saline-water resources of 
such areas of need, and, in order to provide some basis for comparison 
with converted water costs, an analysis of the true costs of undis- 
tributed municipal water in a number of communities facing water 
shortages. Results of this survey and analysis should be given the 
widest publicity. 

NARRATIVE STATEMENT 


I. ORGANIZATION AND PROCEDURES OF THE OSW 


The OSW is a relatively small operation. Shortly after the passage 
of the Saline Water Act of 1952, the then Secretary of the Interior, 
Oscar L. Chapman, designated one of the Assistant Commissioners of 
Reclamation to activate the saline water conversion program, and 
within a few months (December 1952) established the OSW as a unit 
within the Office of the Secretary. It has remained there since then. 
Although there have been some additions and refinements, the major 
outlines of OSW organization and operations today are based upon 
the organization and procedures established within the first 6 months 
of the program in 1952. Some of these important early provisions 
which have been cont‘nued to the present time are: 

1. The Secretary established the Saline Water Advisory Board 
(sometimes referred to as the Saline Water Conversion Advisory Com- 
mittee), consisting of nine outstanding leaders in science, industry, 
and education, to advise the Secretary on broad policy aspects of the 
program. 

2. An Intradepartmental Committee, consisting of representatives 
of the Bureau of Reclamation, Bureau of Mines, Geological Survey, 
and Division of Water and Power, was established to provide technical 
assistance in development of programs and evaluation of research 
proposals. 

3. Outstanding technicians and scientists were selected to serve as 
consultants retained from time to time, generally under contract, in 
evaluating such proposals as were presented to OSW by applicants for 
research and development contracts or grants, in supervising selected 
research work, and in evaluating the results thereof. 

4. A compendium or brochure was prepared, summarizing existing 
and potential desalination processes, phenomena, and energy sources. 
as well as making an inventory of the existing literature and patent 
references, both foreign and domestic. Hundreds of copies were sent 
to institutions, industries, and individuals. 


H. Rept. 2551, 85-2——3 
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. In cooperation with the National Science Foundation, a pamphlet 
was F naees as a guide for the submission of research and develop- 
ment proposals. The guide was supplied to all appropriate recipients 
of the compendium on “desalination. 

6. Collection of information was begun on technical developments, 
both in the United States and abroad, which from the beginning has 
— accompanied by an increasingly voluminous correspondence. 

Coordination and cooperation efforts were begun with the De- 
ce of Defense, the engineering laboratories ‘of the Bureau of 
Reclamation, the University of California (which received the first 
and only Federal grant under the program), and with other agencies 
and persons. 

8. In view of the limited funds available, it was determined, early in 
the program, to undertake as many projects as possible on a small 
scale, rather than a few large ones, in order to seek new concepts and 
new applications of known principles to achieve the scientific break- 
through necessary to develop the most economical processes. 

The various developments in the OSW saline water conversion pro- 
gram since 1953 can be briefly summarized as follows: 

(1) The program was enlarged and extended under the 1955 amend- 
ments to the Saline Water Act, discussed above in this report. 

(2) The OSW was reorganized on a functional basis into the follow- 
ing divisions: Office of the Director, Branch of Coordination, Branch 
of Research, and Branch of Development and Engineering. This has 
been, largely, a paper reorganization, since the total professional staff 
of OSW (as of the date of the hearings i in April 1958) consists of only 
5 men in Washington and 1 man in North Carolina supervising field 
tests. 

(3) Liaison was established with interested Federal agencies, such 
as the Atomic Energy Commission, Federal Civil Defense Administra- 
tion, Department of Agriculture, and Department of State. 

(4) A standardized procedure for estimating costs of saline-water 
conversion was completed to facilitate more valid comparison of var- 
ious processes. 

(5) In cooperation with the National Research Council of the Na- 
tional Academy of Sciences, OSW conducted a symposium on saline- 
water conversion in November 1957 in Washington, D. C. This 
symposium brought together scientists and engineers interested in 
saline-water conversion and has, undoubtedly, greatly stimulated the 
thinking of many people in this subject, both in this country and 
abroad. 

The OSW, with a professional staff of only a Director and five 
technical assistants, is at present substantially understaffed for the 
performance of its responsibilities with the urgency contemplated by 
Congress in the Saline Water Act. The record of the committee’s 
hearing is filled with references to the excessive workload and the need 
for a larger OSW staff. This need will become even more acute as the 
OSW research program advances. By their very nature, the OSW 
contract and coordination programs involve a large amount of paper- 
work. For example, each research proposal received by OSW 
initially evaluated by the staff. If it appears to warrant further 
evaluation, OSW negotiates an agreement with members of its 
consultants’ panel to evaluate the proposal. After the consultant 
has evaluated and reported on the proposal, and OSW determines to 
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proceed with the proposal, OSW negotiates a research contract with 
the proposer. These contracts are frequently long and intricate docu- 
ments. Considerable correspondence and other work are required in 
negotiating and administering these contracts. Evaluation of the 
contractors’ reports requires similar negotiation of agreements with 
consultants, reports by them, further evaluation of the results by 
OSW, and, in many cases, publication of a formal report on the re- 
search project. 

OSW’s periodic publication of reports of its research projects is in 
accordance with the intent of Congress that ‘‘the results of the re- 
search conducted with the aid of public funds shall be available at 
all times for general public use.” (H. Rept. 1519, 82d Cong., 2d 
sess., p. 3.) However, it was brought out during the subcommittee’s 
hearings that a few final reports by research and development con- 
tractors submitted more than 3 months earlier had not been released. 
Shortly after the hearings, these reports were placed in open, public 
file. ‘The committee is also glad to note the Director’s testimony 
that the Office of Saline Water gives both the technical and popular 
press “‘all the help we possibly can.” 

The Saline Water Advisory Board which was created to advise the 
Secretary on broad policy matters relating to the program has met 
twice since its establishment and first meeting in 1952. At its second 
meeting, held in April 1954, the Advisory Board recommended that the 
Secretary of the Interior should decide the extent and scope of the 
Board’s activities, that the Board should meet once a year, unless the 
Secretary should desire additional special meetings, and that the Board 
members be kept informed of progress through correspondence and 
personal visits by the staff of the program. The third and latest meet- 
ing of the Advisory Board took place on March 25, 1958, although 
several of the members sent other persons to attend as their repre- 
sentatives. At this meeting, the Advisory Board issued a number of 
very constructive recommendations. Secretary of the Interior 
Seaton’s press release of April 11, 1958, described these recommenda- 
tions as follows: 

1. Program should be accelerated through stepped-up appro- 
priations making full use of the existing authorization. 

2. Existing authorization should be spent for research and 
initial pilot-plant development. 

3. Large pilot plants should come from additional authoriza- 
tion and earmarked appropriations which are recommended. 

4. The duration of the saline water program should be extended 
beyond the existing authorization. 

5. We should foster foreign contacts and have at least one re- 
search project outside the United States which would serve to 
encourage others. 

6. We should encourage cooperating in a foreign demonstration 
plant in exchange for technological information to the Office of 
Saline Water regardless of what Government agency would be 
involved. 

7. Availability of a seaside-test facility would be extremely 
desirable. 

8. Basic and exploratory research must be continued. 

9. There is an urgency in California which requires definitive 
conclusions within 6 to 8 years relative to the California water 
plan. 
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10. An increased effort should be made to inform the public of 
the program, progress, and responsibilities. 
Office of Saline Water should be commended for the 
excellent progress to date with the limited funds available.* 

Secretary Seaton’s press release of April 11, 1958, issued just before 
the hearings, also announc ed that on the basis of the Advisor vy Board’s 
recommendations he “will submit to the Bureau of the Budget a 
request for an additional $530,000 in the appropriations for the saline 
water program,” and that the recommendations “are being closely 
studied for use in determining saline water conversion policy as the 
program continues to develop.”” On July 18, 1958, the House Com- 
mittee on Appropriations recommended a supplemental appropriation 
of $345,000 for the saline water program (H. Rept. 2221, 85th Cong., 
2d sess., p. 28). 

The OSW’s research and development contracts appear, in general, 
to be of excellent quality and legal soundness. The committee 
particularly commends the patent provisions used in these contracts 
of OSW. They conform ith the intention of Congress— 


that the Secretary of the Interior shall include a provision 
which requires that the results of the research conducted with 
the aid of public funds shall be available at all times for gen- 
eral public use in any contracts which are entered into as a 
result of this act. (H. Rept 1519, 82d Cong., 2d sess., 
p. 3. (March 17, 1952)). 


These patent provisions protect the public interest in making fully 
ae the results of the governmentally supported research to a 
greater degree than do the patent provisions of other Government 
agencies. This is done by providing that the Government shall have 
a royalty-free, nonexclusive license to use the invention and that the 
contractor shall grant a nonexclusive license at reasonable royalties 
to all qualified applicants. These provisions assure that knowledge 
will not be withheld or monopolized and that the license would be 
available to all people. 

The committee believes that other Federal agencies participating 
in research and development contracts should similarly seek either to 
obtain the patent rights, or in those cases where the contractor wishes 
to retain the patent rights, to have the use of the invention made 
available (1) to the United States under a royalty-free, nonexclusive 
license, and (2) to all qualified applicants under a nonexclusive license 
upon payment of reasonable royalty. 

In one respect, the OSW contracts should be improved, namely, 
by assuring to the Government the right to inspect the contractor’s 


3 Although congressional appropriations for OSW have at times been less than the amounts requested, 
the record shows that the Congress has been responsive to the Department’s requests. 
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records in those cases where the contract was negotiated rather than 
awarded by competitive bidding. The Interior Department’s at- 
torney-adviser who testified at the hearings agreed that it would be 
in the Government’s interest to have OSW negotiated contracts 
include a provision that the records of the contractor be available for 
inspection by representatives of the Comptroller General of the 
United States (and other Government representatives) for a period 
of 3 years after final payment. It should be noted that such provision 
is generally required in contracts negotiated under other statutes.‘ 


II. TECHNIQUES AND PROBLEMS IN DESALINATION 


When salt is dissolved in water, a certain amount of thermodynamic 
energy is released. It is fundamentally impossible to separate the 
water and salt in saline water without expending an equivalent amount 
of energy. The theoretical minimum energy needed to extract 1,000 
gallons of fresh water from sea water amounts to 2.8 kwh (kilowatt- 
hours). Proportionately less energy is needed for less saline waters. 
Since no machine or process achieves 100 percent efficiency of energy 
utilization, many times more than the theoretical minimum energy 1s 
required in actual desalination. 

Thus the problem of saline-water conversion must be solved by 
developing: (1) The use of cheaper or free energy, (2) better equipment 
for existing processes which will be less expensive to build and main- 
tain and thus reduce both the initial investment and the operating 
costs, and/or (3) new processes to utilize energy more efficiently in 
desalination, to come closer to the theoretical minimum energy 
requirements. 


A. The more promising processes and techniques 


The scope, progress, and present status of the saline-water con- 
version program can be gleaned from the variety of the more promising 
conversion processes being researched. This variety signifies, first, 
that certain processes appear better adapted than others to low- 
salinity water or to use in isolated geographical locations or areas of 
plentiful sunshine, and second, that it is still too early to tell which of 
these processes in ‘the long run will prove most effective. 

The distillation (evaporation) processes are the most highly devel- 
oped and show the most promise for use in desalting sea water at the 
present time. 

1. Vapor compression distillation.—This process is an application 
of the heat pump. Vapor from the evaporator is compressed until it 
is about 10° ¥. hotter than when originally formed. Then it is returned 
to the evaporator where it condenses into water. In so doing, it 
gives up heat in sufficient amounts to evaporate more water. The 
input energy here is mechanical (power to drive the compressor) 
rather than thermal for boiling the water directly. 

Multiple effect distillation —Several boiling chambers or “effects” 
are used to achieve e greater efficiency of heat utilization. Steam from 
a boiler evaporates part of the sea water in the first “effect”? chamber. 
The vapor from the first effect moves to the next effect where it passes 

4 Sec. 4 (e) of the Armed Services Procurement Act of February 19, 1948 (62 Stat. 23, 41 U. 8. C. see. 153 
(e)); sec. 304 (c) of the Federal Property and Administrative Services Act of June 30, 1949 (63 Stat. 395, 
41 U.S. OC. sec. 254 (c)). Under the First War Powers Act of 1941 (55 Stat. 839, 50 U. 38. C. App., see. 611), 
the President issued several Executive orders (set forth in a note following 50 U. S. C, App., sec. 611) re- 


quiring many agencies, including the Interior Department, to include similar provisions in contracts nego- 
tiated under that act. 
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on its heat, causing evaporation of brine in the second effect. This 
process is repeated through several “effects.” The greater the number 
of “effects,” the greater the economy of heat utilization. Each 
successive ‘‘effect,’’ of course, evaporates less water than the previous 
one. Therefore, the added capital cost of added “effects’? must be 
balanced against the value of the additional water produced. This 
type of plant requires a source of steam, normally from a fuel-fired 
boiler. 

"3. Critical pressure distillation —When water under high pressure 
(about 3,200 pounds per square inch) is heated to about 700° F., it 
reaches a so-called critical condition in which it will change from liquid 
to vapor with a very small additional energy and correspondingly 
small loss in heat transfer. The original heat input to attain the 
critical temperature can be recovered through heat exchangers. 
Unfortunately, sea water at these high temperatures causes severe 
corrosion and scaling. If these problems can be solved, the process 
would appear to be highly attractive. 

4. Distillation by low temperature flash evaporation.—Water under 
low pressures will boil at correspondingly lower temperatures. Thus, 
if warm salt water is enclosed in a chamber in which the pressure is 
lowered below the boiling point of the salt water, part of the water 
will ‘‘flash” to vapor, which can then be condensed into pure water. 
The warmer the saline water and the greater the reduction in pressure, 
the greater will be the flash evaporation. This process is of particular 
advantage where a supply of low-temperature heat, such as industrial 
or shipboard waste heat, is already available at little or no added cost. 
In addition, because of the lower temperature, scaling is less than in 
other distillation processes. Its primary disadvantage is that the 
large vacuum chamber or chambers needed are expensive capital cost 
items. 

5. Freezing.—Sea water freezes at about —6° F. Above that tem- 
perature, the frozen water consists of small crystals of pure ice and 
a brine containing the several dissolved salts. Although mechan- 
ical separation of the pure ice from the brine can be accomplished 
by several methods, none is yet economically satisfactory. The 
principal advantages of this process are that its energy requirements 
are theoretically much less than in distillation and there is minimum 
scale and corrosion at frigid temperatures. On the other hand, the 
mechanical problems are greater in moving ice than in handling 
liquids or vapors. 

6. Electric membrane process (electrodialysis).—When a salt is dis- 
solved in water, its molecules split into electrically charged negative 
and positive ions. When electrodes are placed in a solution of sodium 
chloride, for example, the negative ions (chloride) are attracted toward 
the positively charged electrode and the positive ions (sodium) are 
attracted toward the negatively charged electrode. The saline water 
is fed into compartments divided by special plastic membranes able 
to pass ions but not water. The membranes are placed in a stack 
within which they alternate between membranes which are capable of 
passing only negative ions and membranes which are capable of pass- 
ing only positive ions. As the ions migrate toward one or the other 
electrode, the ions become concentrated in alternate compartments, 
while the water between those compartments becomes fresh and is 
withdrawn. Thus, unlike distillation, which removes the water from 
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the salt, electrodialysis removes the salt from the water. The greater 
the salinity of the water, the more electric current is required to draw 
the salt ions from the solution. This process is generally regarded as 
better suited for conversion of brackish rather than sea water. Equip- 
ment of this type primarily for desalting brackish water is being 
manufactured and used both in the United States and abroad. Up to 
this time, the membrane process has not been perfected to desalt sea 
water as economically as by distillation. 

7. Osmionie process.—Like electrodialysis, this process employs ion- 
selective plastic membranes. It is novel, however, in that no electric 
power supply or other artificially applied energy is needed. Instead, 
a supply of highly concentracted brine is used together with the feed 
water to be converted, which is less saline. The electrical charge of 
the ions in the strong brine supplies the driving power to push the 
salt ions through the membranes. In its simplest form, three mem- 
brane cells containing feed water are immersed in the concentrated 
brine. Two cells of feed water then become more saline, while one 
cell of feed water and the surrounding heavy brine immersion become 
less saline. The brine immersion must, of course, be regularly recon- 
centrated. This can be done, for example, by solar evaporation, 
using sunlight as the basic source of energy. The process is still in 
the laboratory stage. 

8. Solar distillation.—This is the method of nature, evaporating the 
waters of the oceans and land surface, and producing rain as the 
evaporated water and air are chilled. Present research with this 
method involves solar evaporation of saline water in basins under glass 
or transparent plastic, and condensation of the vapor on the cooler 
undersurface of the glass or plastic to form dutilled water! Because 
sunlight is a relatively diffuse heat source, a comparatively large sur- 
face area of saline water must be exposed to obtain a given quantity 
of distilled water. Hence, while the energy for this process is free, 
the apparatus takes much space and has the disadvantages of large 
capital and maintenance costs in relation to the quantity of water 
produced.> Its utility is reduced at night, on cloudy days, and in 
periods when the sun is low. 

Reverse osmosis.—Osmosis is a natural physical process wherein 
a fluid moves through a membrane into a more concentrated solution, 
and thus diluting the latter. The membrane passes water molecules, 
unlike the ion-selective membranes used in the electrodialysis and 
osmionic processes discussed above. However, if enough outside 
pressure is applied to the salt solution to overbalance the natural 
osmotic pressure of the fresh water, the water molecules in the salt 
solution will be forced through the membrance to the fresh water 
side, leaving most of the salt behind. This process, attractive because 
of its lower energy requirement, is still in the laboratory stage. 

10. Solvent extraction—This process might be described as liquid- 
liquid extraction, using certain synthetic liquids which will absorb 
large quantities of pure water out of the salt solution, leaving the salt 

’ At present, solar stills are useful to produce relatively small quantities of water in isolated or desert loca- 
tions where other equipment and artificially produced energy would be too costly or complex. Any radical 
new design in solar stills incerpcrating heat recovery during condensation might double yields thus far 
obtainable. Also, there is the possibility that improvements will soon be made in techniques for converting 
solar energy directly into electrical energy. Such energy could then, for example, operate a vapor compres- 


sion still. Development of improved, more weather-resistant plastic films holds some promise of significant 
lowering of installation and maintenance costs. 
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behind in the remaining water. The absorbing liquid is then sepa- 
rated from the pure water by the application of heat. Research to 
synthesize more effective absorbing compounds and to achieve better 
process cycling is continuing. 

Ion exchange.—Certain substances have the ability to absorb 
ions from a saline solution. Thus, the salt is removed from the water 
by a process somewhat analagous to that used in a household water- 
softener. The absorbing agent must, however, be regenerated chem- 
ically for continued use. The expense of this regeneration makes the 
ion-exchange process excessively costly at present except for very low 
initial saline concentration. Research is being done, however, to 
achieve more economical regeneration by using heat, instead of 
chemicals 

12. Atomic energy applications to distillation processes.—Atomic reac- 
tors to furnish low-level heat, instead of the more costly reactors 
necessary to furnish high-level heat, may be potentially more econom- 
ical than fossilfuels. However, atomic reactors must be of a minimum 
size and hence probably cannot be economically used for an evapora- 
tion plant of less than 10 million gallons per day. Such combination 
of saline water conversion with atomic energy is still in the early 
ee of research. 

. Small water-conversion units—No single process now known 
can emia ally desalt all types of saline water to meet the require- 
ments of both large and small consumers. Several different processes 
will probably be needed, whose use will depend on such factors as 
geographic location, type of water to be desalted, amount and type of 
energy available, whether the product water will be used in large or 
small volume, etc. In some areas, the construction of a single large 
plant would be quite uneconomical, whereas small conversion units 
could be successfully used in individual homes, seaside cottages, 
farms, etc. Just as substantial storage of food is accomplished in 
multitudes of household refrigerators throughout the country, so the 
large scale desalting of water “contemplated by the Saline Water Act 
could be accomplished by multitudes of household size conversion 
units. Testimony at the hearings indicated that two of the processes 
potentially most useful for such household plants are the electro- 
dialysis process and the Hickman rotary vapor compression still. 

B. New processes reported by OSW as warranting research 

The OSW has furnished the committee with some examples of new 
processes or phenomena which according to the OSW warrant investi- 
ao at this time: 

Use of algae in desalination.—Certain simple aquatic plants. 
of thes algae group can, under optimum conditions, absorb and retain 
sodium chloride in high concentrations. If these algae were then 
separated from a saline water basin and transferred to another basin 
without the sunshine necessary to maintain their salt concentrations, 
the algae, theoretically, would secrete the salt they had previously 
absorbed. The algae would then be returned to the first basin, 
where, reactivated by sunlight, they would again go to work absorbing 
additional salt. A possible valuable byproduct would be the harvest- 
ing of excess algae for protein. 

2. Pressure-driven demineralization.—In contradistinction to the 
reverse Osmosis process, where water is forced through an ion- 
restraining membrane by mechanical pressure, some scientists have 
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felt that it should be possible to develop a membrane that will permit 
ions, but not water, to be forced through it. 

3. Demineralization by solvent extraction under pressure.—It has been 
hypothesized that when saline water is combined with a solvent or 
water absorbing compound and then subjected to pressure, the salt 
would precipitate and could be removed simply by filtration. All the 
water in the mixture would be recovered by heat removal of the solvent 
and not just part of the water as in the simpler solvent extraction 
method described above. 


C. Specific problems requiring basic research 


Practically all distillation processes are affected by the formation of 
scale, which impairs heat conductivity. An investigation of the basic 
factors affecting scale deposition on heated surfaces aimed at attaining 
a better knowledge of the mechanism of scale formation is needed. 
Research might reveal conditions or surfaces capable of completely 
suppressing scale. A simple and inexpensive solution to this prob- 
lem would lead to important economies in conversion costs for many 
processes. 

Research is also needed on many other problems, such as corrosion 
of metals by saline water, increasing ice-crystal size, the mechanisms 
of freezing, binary systems in chemical compounds, heat transfer (with 
and without the use of metal surfaces), physiological mechanisms, 
porous conductors, the nature of ionic species, hydrogen bond effects, 
heat storage, and electrical properties of dilute solutions. 


III. COSTS OF CONVERSION: GOALS, PROGRESS, AND PROGNOSIS 


When the saline water conversion program was initiated, it was 
estimated that the cost of converting sea water to fresh water, by 
the best processes then in use, was about $400 to $500 an acre-foot 
(approximately $1.25 to $1.50 per 1,000 gallons). On the basis of 
the maximum prices then being paid for municipal water and irriga- 
tion water, the Office of Saline Water in 1953 set its initial cost goals 
for converted water as follows: ; 

Municipal water: $125 per acre-foot (38 cents per 1,000 gallons). 
Irrigation water: $40 per acre-foot (12 cents per 1,000 gallons). 

When attempts were made to gage the progress of the saline water 
conversion program on the basis of estimating the conversion costs of 
different processes, it soon became apparent that the proponents of 
each process were using widely different methods of computing costs. 
Without some uniform system of cost analysis, comparisons and esti- 
mates were meaningless. OSW has partially clarified this problem 
by developing a standardized procedure for estimating costs of saline- 
water conversion (March 1956). This standardized procedure sets 
forth the methods of estimating the cost of capital investment; other 
plant costs, such as raw-water supply, product-water storage, service 
facilities, engineering, interest during construction, and site; working 
capital; operating costs, such as fuel, electric power, steam, chemicals, 
supplies, and maintenance material; operating labor and maintenance 
labor; overhead, amortization, taxes, etc. ‘The standardized proce- 
dure provides only for initial approximations of cost estimates, and 

6 It was testified at the hearings that scale may be greatly reduced by pretreating the feed water with dilute 
acid and other chemicals or by “‘seeding’’ the feed water with material that causes the scale-forming im- 


ourities to be deposited on the bodies of these “‘seeds,’”’ forming a sludge, instead of being deposited on the 
eated metallic surfaces. These techniques, of course, increase the cost of conversion. 
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does not include factors that vary from process to process, from plant 
site to plant site, or from region to region, and other factors, such as 


costs of site, 1 


raw-water storage, waste disposal, starting-up costs, etc., 


which are important enough to invalidate any cost calculation that 


fails to include them. 


More detailed estimates become necessary as 


the processes are developed toward the stage of actual plant construc- 
tion and the time arrives to select a particular site and to determine 
all the costs involved in successful operation of the particular plant 


and process. 


Moreover, 


such detailed estimates and calculations, in 


many instances, require collection of engineering data from sizable 


units, 
tested. 


and, for most processes, such sizable units have not yet been 
The standardized procedure is thus a useful, but only a par- 


tial, tool for calculating and comparing costs of different processes 
and measuring the progress made. 


The Office of Saline Water has advised the committee that 


it would 


be possible, if those processes which are more technologically advanced 
would now be put into operation, to convert water at approximately 
the following costs per 1,000 gallons, computed on the basis of the 


standardized 


procedure, 


and without 


byproducts (such as electric power): 


Thermal distill 
Multiple effect 


ation (actual plants): ! 


Vapor compression 


Thermal distills 


Multiple effect___-- 


ation (under development 


Vapor compression 


Freezing 


(under developme nt) 


By conventional compone nts 
Freeze evaporation 


Electric 


membrane 
South African (3,000 parts pe 


under 


to 500 parts per million 


Electric 
American 


membrane 


(under development 


1,000 parts per million reduced 


to 500 parts per million 


American 


(1,500 parts per million re 


to 500 parts per million) 
Electric membrane (actual plants): 


Netherlands 
$20,000-$25,000 each, f. 0. b., 


unit (6,000 


direct current) 


American unit 
each, f. 0. b., 


Distillation costs are for conversion of sea water 


Cambridge, Mass. 


than 100 parts per million. 


2 Costs based on heat transfer rates 


3 ft 


Estimates are by loc: 


construction): 
r million reduced 


gallons per day; 
Amsterdam 


(6,000 gallons per day; 


al authorities base 


500 gallons 25,000 
per day gallons per 
day 
Each Each 
3 5, 000 $65, 000 


500- 1, 500 


35,000 parts per million reduced to 600 parts 


salinities of 35,000 parts 


attained in smaller sizes 
-d on local costs in South Africa. 


eredit for 


per mii 


sale of 


possible 


Dollars per 1,000 gallons 


except 


100,000 
gallons per 
day 


$3. 50-$4. 00 
1.85- 3.00 


1. 25- 1 
2.95- 1 


5 
“\) 


.80- 1.10 


1. 25 


1.10 


35,000 parts per million reduced to 300 parts pe 
(does not include import 


17 


per million 


as noted 


10,000,000 
gallons per 
day 


SI 5-$2. 00 


2 95- 1.40 


million): 


duties and equipment to supply 


: $75,000 


ion to pure water of les 


The foregoing estimates are based on initial approximations calcu- 
lated under the assumptions and guides of the standardized procedure, 
without allowance for the costs of pumping, storing, transporting, and 


distributing the water to the consumers. 


These estimates indicate 


that the saline water program is still a long way from providing con- 

verted water economically, except in spec ial circumstances where addi- 
tional needed fresh water is not obtainable except at very high cost. 
For example, water is brought by barge into the Virgin Islands from 
Puerto Rico at a cost of some $5 per 1,000 gallons; at Coalinga, Calif., 
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water has been tanked in about 45 miles at a cost of about $7 per 1,000 
gallons.’ In sum, it does not appear that the estimated conversion 
costs will be much reduced unless a substantial scientific ‘“‘break- 
through”’ is achieved. 

Promoters of some processes have asserted that their particular 
process could provide converted water at less than the estimated costs 
set forth above. However, their estimates were vague and uncon- 
firmed, and seemed based on anticipatory solutions for difficult and 
troublesome technical problems. Dr. W. C. Schroeder, professor of 
chemical engineering, University of Maryland, and formerly Director 
of the Synthetic Liquid Fuels Research program of the U nited States 
Bureau of Mines, characterized the situation as follows: 


A lot of inventors, people who are promoting processes, 
tend to be overly optimistic about their work * * * I think 
they try to be honest, but they become optimistic. Their 
pencils become sharper and sharper as they go along, and 
they cut costs here, there, and everywhere until finally they 
come out with a figure which suits them at least partially. 


Dr. Schroeder suggested that estimates should be made by persons 
other than ‘‘the developer and inventor * * * emotionally involved 
with the process.”’ 

Estimates of what converted water may cost are certainly important, 
because, even though qualified and disparate, they are still the best 
measure of progress. Moreover, comparative costs become a critical 
issue in deciding whether to build expensive dams, aqueducts, and 
related facilities to bring water from long distances or to install 
conversion plants to treat saline water from local sources. 

At the present time, every comparison indicates that, save in a few 
exceptional localities, converting saline water would cost substantially 
more than obtaining alternative fresh water from new distant sources 

But it seems apparent that unit costs of converted water will eradu- 
ally become lower as further research and engineering improve 
conversion processes. Indeed, the cost may drop dramatically if a 
scientific breakthrough in this complex technological problem occurs. 
It is also apparent that the costs of obtaining fresh water from new 
natural sources to meet the growing demand, where such sources are 
available, will probably be higher than in the past when more ac- 
cessible sources of water were being exploited. 

Therefore, important and useful as cost estimates are, they should 
not be permitted to obscure the fact that irrespective of whether the 
cost of converted water is ever lowered to the OSW target levels, 
future needs will probably become so great as to leave no alternative 
except to obtain additional supplies of this indispensable substance by 
conversion of saline water. 


IV. BASIC RESEARCH 


The record demonstrates that most experts in saline water research 
are agreed that a scientific breakthrough must happen before methods 
will be perfected to convert sea water at a cost much below 50 cents 
per thousard gallons and brackish water at a cost much below 30 

’ New York Times, May 31, 1958. According to this story, Coalinga has recently contracted to lease 


electrodialysis equipment to treat its local ground water (2,000 parts per million salinity) at an estimated 
cost of $1 per 1,000 gallons 
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cents per thousand gallons. For agricultural use, such costs are 
prohibitive. When added to the costs of distribution, such costs 
would be highly restrictive for domestic use. The costs now attain- 
able with present processes are, in fact, much higher. 

However, the committee believes that the history of modern science 
gives solid backing to expectation that such a breakthrough will some 
day occur, and that a major effort should be made to cnbet the coming 
of that day. 

Such a scientific breakthrough will have to be grounded in new 
basic research and new evaluations of facts established by past basic 
research. 

Expenditures for basic research by the OSW have been meager. 
For fiscal year 1958, OSW allocated a bare 3 percent of its total budget 
($25,000 out of $725 ,000) for basic research. This is far below the 
8 percent average allocated for basic research in the Federal Govern- 
ment’s research and development programs.’ The consensus of the 
experts who have advised the subcommittee is that at least 10 percent 
of OSW’s total budget should be devoted to basic research. 

The OSW’s small basic research allocation may in part be due to a 
narrow construction by OSW of its authority under the Saline Water 
Act, as indicated in the following remarks by the OSW’s field repre- 
sentative at the subcommittee hearings: 


Mr. Jones. Mr. Cywin, do you think $25,000 out of 
$725,000 expended in 1958 for basic research is a sufficient 
amount or apportionment of money for that purpose? 

Mr. Cywin. Congressman Jones, you cannot spend enough 
for research and development if you want to learn things. 
* * * However, our laws specifically state we are to direct 
our research toward saline water conversion. Thus we are 
really limited in the types of basic research we might spon- 
sor. * * * J did not mean limited by money so much as 
limited by area of technical knowledge. * * * When we let 
a contract for a basic research study, we have to have some 
indication that this knowledge might be applied specifically 
to saline water conversion process ‘cost reduction. 


It is difficult for the committee to believe that there is really a dearth 
of appropriate subjects for basic research concerning saline water 
conversion. A considerable number of suggestions from experts in 
this field have been placed in the record concerning needed basic 
research on subjects which are directly related to saline water conver- 
sion. The committee suggests that OSW study these suggestions 
and hopes they will prove helpful. 

In a letter to the subcommittee dated March 4, 1958, Dr. Arthur 
Rose of the Applied Science Laboratories, Inc., commented on this 
basic research policy of the OSW as follows: 


* * * There has been poor progress on exploratory re- 
search because of limited funds and because of a policy of 
requiring definitely formulated proposals and plans as a basis 
for support. The latter automatically acts to exclude 
really big new ideas. 


8 Hearings on research and development before a subcommittee of the House Committee on Government 
Operations, 85th Cong., 2d sess., January 15, 1958, p. 28. 
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The Director of the OSW testified of one instance in which his 
Office had made a $5,000 exploratory research contract with a univer- 
sity professor, almost as a “think” project. It resulted in one of a 
few new approaches to the saline water conversion problem, namely, 
the so-called Osmionic process. The committee believes that such 
exploratory ventures are worth attempting more than once. 

he nature and importance of basic research were discussed during 
the hearings on research and development held by this committee 
through its Subcommittee on Executive and Legislative Reorganiza- 
tion in January and February of 1958, and the testimony demon- 
strated the importance of basic research to the saline water conversion 
program: 

Dr. Alan T. Waterman, Director, National Science Foundation, 
testified (all page references are to the hearings on research and 
development referred to above): 


* * * [basic] research involves the exploration of the un- 
known. Projects in this area cannot be clearly justified 
in terms of the specific promise of results. Obviously, no 
one can foresee before the research begins what the results 
will be or how significant they may ultimately become. 
Therefore funding for this type of research is subject to a 
very considerable handicap in competition with funds for 
specific practical purposes, the nature of which is well 
understood. 

* * * What happens, of course, is that out of basic 
research comes a very promising discovery which, at the 
moment, is very fundamental in science, and one doesn’t 
see what can happen next. Then gradually, as this discovery 
comes into other hands, it goes over into the area where one 
can foresee the practical development, so it is only years 
later that the full appreciation is understood. 

* * * Likewise, it may be pointed out that basic research 
requires continuity and stability of support, otherwise 
valuable momentum and key personnel are lost (pp. 44-45). 

* * * To support basic research fully requires relatively 
modest amounts of money, except for capital facilities. It 
is in the other stages of ( uaaiaet-aanad research, and 
especially development and production—that large costs 
occur (p. 60). 

* * * Unless basic research is adequately supported, we 
are certain to miss opportunities for development and 
application that may mean all the difference between success 
or failure in the race before us, whether for war or peace 
(p. 60). 

Full support of basic research, far from being incompati- 
ble with a balanced budget and a sound national economy, 
is absolutely essential if properly understood and wisely 
pursued. I like to think of basic research, ladies and gentle- 
men, as an investment. It is really of that character (p. 61). 


Testifying at the same hearings, Dr. L. V. Berkner, president of 
Associated Universities, Inc., stated: 


One must remember that, when you are pushing the 
boundaries of knowledge, it is not often obvious as to just 
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where the solution lies, and to the individual who does not 
have responsibility for the research, he may deem at any one 
time that the scientist is following rather foolish directions. 
But it is out of these opportunities to push in new directions 
that the greatest discoveries come (hearings on researeh and 
development, p p. 139). 

* * * * * 

I find it very difficult, Mr. Meader, to know just where 

the line is drawn between engineering and applied research 

on one hand and basic research on the other. Let’s say that 

the $5% billion does include everything, even the engineering 

for new devices. One suspects that if you put more money 

in fundamental research, so that you did not have to engi- 

neer so many obsolescent devices, that the total might not 

have to increase appreciably (p. 141). 

Emphasis by the OSW on basic research should be increased for 
another reason. A basic research program responds less rapidly to 
a crash-type expansion than does a development program. There- 
fore, a sizeable and steady basic research effort should be maintained 
now, so that additional fundamental knowledge will be on hand at 
such time as a crash program might become necessary. 

The growth of scientific knowledge is a continually evolving process, 
as scientists evaluate previous research and use their creative ‘abilit y to 
build from jt. Hence the committee believes that OSW should con- 
sider undertaking a truly comprehensive literature search, in addition 
to continuous review of the field. Thus the possibilities of scientific 
breakthrough could be better perceived and exploited. 


V. PILOT PLANT RESEARCH AND TESTING 


To develop a process from its laboratory stage to large-scale produc- 
tion, it is generally necessary to proceed through a pilot -plant stage to 
obtain essential engineering design and cost data, operating expe- 
rience, and other information needed for building a full-scale production 
plant. Such pilot-plant testing frequently reveals information not 
available from laboratory tests alone, as indicated in the following 
testimony: 


Mr. Inpritrz. Mr. Jenkins, could you tell us what processes 
have been field tested under actual operating conditions 
rather than merely laboratory tests? 

Mr. Jenkins. One, electrodialysis process, that of Ionics, 
Inc., was field tested in Arizona on brackish water and in 
South Dakota on a different type of brackish water. 

Mr. [nprirz. Were the results of those field tests ig 
ible with the cost projections based on laboratory tests, 
did they indicate the costs were much higher than the iar a- 
tory test had shown? 

Mr. Jenkins. The latter is true, Mr. Indritz. The costs 
were shown to be substantially higher than had been esti- 
mated from laboratory tests. This is quite often the case. 

Mr. Inprirz. Would that indicate the importance of 
having field testing of each of these processes rather than 
relying simply on extrapolation of costs based on laboratory 
tests? 

Mr. Jenkins. Definitely. 
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The size and capacity of a pilot plant necessarily vary from process 
to process, depending on the peculiarities of each process and the 
capacity desired for the final plant. In some instances, the pilot 
plant must be of considerable size, and can be used not only for gather- 
ing essential data, but also for actual production and for purposes of 
public demonstration.® 

The hearings of this subcommittee have shown that the pilot-plant 
program of OSW is lagging substantially. Only 3 pilot plants of 
appreciable size have been tested: (1) an Ionics electrodialysis port- 
able unit tested in Arizona and in South Dakota; and (2) the W. L. 
Badger long-tube vertical evaporator, and (3) the Hickman Rotary 
evaporator, the latter two both being tested now at Harbor Island, 
N. C. A number of projects which are ready for pilot-plant stage 
research and testing have been deferred or cut back, including work 
on distillation, osmotic, membrane, freeze evaporation, and solvent 
extraction processes. The cost of carrying such testing and research 
through the next 2 years has been estimated at about $4% to $6 mil- 
lion, which would substantially exceed the sums allocable for such 
work under the existing financial authorization limitations of the 
Saline Water Act. 

The importance of proceeding rapidly forward with the pilot-plant 
research and testing of those processes ready for such stage requires, 
in the Committee’s opinion, prompt modification of the statutory 
authorization limitations and the appropriation of additional funds 
for this purpose. In addition, it is apparent from the record that 
several of the distillation and membrane processes are now sufficiently 
advanced to warrant testing and evaluation in large-scale pilot 
plants capable of producing 250,000 to 1 million gallons of fresh water 
per day. The committee believes that the existing Saline Water Act 
authorizes such large-scale pilot plants but it is apparent that the 
appropriations available are insufficient for constructing such plants 
unless other activities of the present program are abandoned or de- 
ferred. Congress is now considering the enactment of legislation to 
facilitate construction of such large-scs ale plants.’ Such large-scale 
plants would undoubtedly provide scientific, engineering, and eco- 
nomic data of great value to the construction of newer plants and 
would also provide an important stimulus for further research and 
development in this already competitive industrial field. In addition, 
the water produced in such plants could be used to relieve water 
shortages in areas where critical need for water exists or may soon 
develop. Moreover, the Saline Water Act of 1952 authorizes the sale 
of such water, and the revenue from such sales would offset part of 
the costs of constructing and operating the large pilot plants. There- 
fore, the feasibility of such sales should be one of the prime considera- 
tions in determining the location of such plants. 
© The term “demonstration plant,”’ which is not generally used in industrial parlance, is sometimes used 
in connection with saline water conversion development in two different senses: (1) a large-scale pilot plant, 
or (2) a plant using a nearly perfected process capable of sizable production and intended primarily to demon- 


strate the process to the public. The bills and resolutions mentioned in footnote 10, below, use this term in 
the first sense. 

10 The following joint resolutions and bills are now before the 85th Cong.: H. J. Res. 521 (Congressman 
Holifield), H. J. Res. 541 (Congressman Wilson), H. J. Res 545 (Congressman Roosevelt), H. R. 10606 
(Congressman Engle), and H. R. 11405 (Congressman King), all of California; S. 3370 (Senator Case of 
South Dakota), and S. J. Res. 135 (Senators Anderson of New Mexico, Case of South Dakota, Kuchel of 
California, and Wiley of Wisconsin). On May 19, 1958, the latter resolution was favorably reported with 
amendments, by the Senate Committee on Interior and Insular Affairs, 8. Rept. 1593, 85th Cong., 2d sess., 
and on June 10, 1958, the Senate, without dissent, permitted Senator Johnson of Texas to cosponsor the 
resolution, and passed it. 
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VI. COORDINATION BETWEEN INTERIOR DEPARTMENT AND OTHER 
AGENCIES AND GROUPS 


Section 2 (e) of the Saline Water Act authorizes the Secretary to 
cooperate with Federal, State, and local agencies and with private 
persons and organizations in effectuating the purpose of the act. In 
addition, section 3 of the act, as amended, specifically directs that 
there be coordination or joint conduct of saline-water research between 
the Interior Department and (1) the Department of Defense, (2) the 
Atomic Energy Commission, and (3) the Civil Defense Administration. 

Pursuant to these directives of Congress, some cooperation has 
taken place, particularly as concerns liaison and exchange of informa- 
tion, with a number of Federal agencies, including the Public Health 
Service, National Science Foundation, Department of Commerce, 
Department of Defense, Department of Agriculture, and Department 
of State (including the International Cooperation Administration). 
Also, the National Bureau of Standards has conducted membrane 
research, using Interior Department funds transferred to the Bureau. 

However, there has not, as yet, been a single, jointly conducted 
research project. Also, except for one agreement with the National 
Science Foundation relating to technical evaluation of proposals for 
basic research, there has not been any formal cooperative agreement 
entered into between the OSW and any other Federal agency regarding 
saline water conversion research and development. 

This lack of joint planning and conduct of research projects is 
particularly regrettable with respect to the Department of Defense, 
which has a fairly large saline water conversion research and develop- 
ment program. Alli of the military services need desalted water at 
installations remote from fresh-water supplies but near salt- or brack- 
ish-water sources. Examples of such installations are: 


1. Army Map Service control in the Libyan Desert. 

2. Ships at sea. 

3. Construction battalions on remote islands. 

4. Artificial sea islands, like the early-warning Texas towers. 


In addition, certain military bases, such as Camp Pendleton in 
California and Parris Island in South Carolina, have diminishing 
fresh-water sources and, hence, may have large requirements for 
desalted water. 

The type and capacity of desalting equipment in use and under 
development by the military departments may require only a few 
aadimeenier stills to 12,000- to 70,000-gallon-per-day units on 
shipboard, or permanent shore facilities producing from 50,000 to as 
much as 2 million gallons per day. 

For example, the development work of the Army Corps of Engineers 
includes (1) a 30,000-gallon-per-day semipermanent, thermocom- 
pression still; (2) a 3,000-gallon-per-day, portable aluminum still; 
(3) general research exploring ion exchange resins; (4) determining 
limitations of the electrodialysis method; and (5) following industrial 
developments and those of the OSW program. 

The Navy’s Bureau of Ships has a continuing program to develop 
more efficient and reliable equipment for desalting sea water for use 
on surface and submarine vessels, and has awarded contracts to many 
important manufacturing concerns in this program. The Bureau 
also does much evaluation of commercial equipment in its own 
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laboratories, as, for example, evaluating an electrodialysis plant for 
possible use in submarines. 

The Navy’s Bureau of Yards and Docks has a program to improve 
thermocompression distillation equipment for use at shore establish- 
ments, and devotes effort to the problem of mineral scale on heating 
surfaces. In recents tests of electrodialysis units on sea water, the 
Bureau of Yards and Docks found those units less satisfactory than 
distillation equipment because of heavy scaling, high capital cost, 
excessive power requirements, and rapid membrane deterioration. 

In his testimony, the special assistant to the Assistant Secretary of 
Defense, Research and Engineering, summarized the experience of the 
Department of Defense on desalting water, as follows: 


The cost is high, equipment maintenance is high, equip- 
ment-down time is, In some cases, excessive, equipment 
weight is excessive, and manpower requirements are too large. 

The dev elopment program to which I referred earlier is 
aimed primarily at correcting the deficiencies, improving the 
overall economy of operating and evaluating new techniques 
and equipments for desalting water. 

* ” * * *s 


Because of the varying conditions under which these mili- 
tary equipments are used and the methods of accounting 
employed, it is difficult to arrive at the true cost of desalting 
water for military use. Best available information indicates 
that operation and maintenance costs range from $2 to $4.50 
per thousand gallons of water produced. This high cost of 
desalting water demands that we continue to search for more 
efficient desalting methods.”” [Emphasis supplied.] 


Although there are important differences in the program objectives 
of the Department of Defense and the OSW, it seems apparent to the 
committee that many of the problems yet to be solved are common 
to both programs—for example, control of scale and corrosion, adapt- 
ing electrodialysis process to sea water, reduction in cost and size of 
equipment, developing mobile equipment suitable for civil-defense 
purposes, etc. More vigorous coordination and joint sponsorship of 
projects could help to advance the overall saline-water program of the 
Federal Government very substantially. 

It is particularly disappointing to note that OSW and the Depart- 
ment of Defense and the Civil Defense Administration have, ap- 
parently, done virtually nothing concerning the civilian water-supply 
problem in the event of military attack upon this country, as revealed 
in the following testimony of Mr. Townsend, special assistant to the 
Assistant Secretary of Defense, Research, and Engineering: 


Mrs. GraNAHAN. Mr. Townsend, in your statement you 
mentioned that saline water conversion techniques and 
equipment developed by the military departments could 
be applied to civilian use under disaster conditions, but, 
however, there have been no plans for such use, and little 
equipment is available for such application. 

In the event of disaster or military attack upon the 
United States, would not the destruction of potable water 
at particular localities drastically impair the military poten- 
tial, and, therefore, is it not important to us for our national 
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defense that further thought be given to this problem by 
some agency of the Government, whether the Department 
of Defense, the Civil Defense Administration, or Interior? 

Mr. TownseEnpb. The answer is yes. 

Mrs. GrRANAHAN. And yet nothing has been done about it? 

Mr. TownsenpD. That is right. 

Mrs. GRANAHAN. Do you not think we should? 

Mr. Townsenpb. Yes;I do. From my experience of being 
in Germany in 1945, the thing that was most evident on all 
hands was the lack of water and the extreme diffic ‘ulty of 
purifying what water was available locally, and particularly 
the scarcity of water for hygienic purposes. 


Congressman Cecil R. King also emphasized how important water is 
to civil defense planning when he stated at the hearings that civil 
defense plans to use Santa Catalina Island as a mass evacuation center 
for the Los Angeles area had to be dropped chiefly because of the 
lack of fresh water on the island. 

The OSW’s efforts to coordinate and cooperate with the research 
efforts of private industry and educational institutions in the United 
States have, on the whole, been good. Notable among these efforts 
were the coordination and exchange of information maintained be- 
tween the OSW and the University of California whose saline water 
research program has grown to considerable size since 1952; and the 
signing, on April 18, 1958, of a 2-year cooperative agreement between 
the Interior Department and the California State Department of 
Water Resources. This agreement, which was proposed by the State, 
is of limited nature since it provides simply for “mutual assistance 
and exchange of information”’ on saline water matters. 

However, that agreement may be an important first step in pro- 
moting further coordination with the large saline water conversion 
research program now being sponsored by the State of California. 
The extent of the latter’s program is indic ated by the State’s appro- 
priation of $500,000 for the University of California’s saline water 
research program during fiscal year 1958-59, and more than $100,000 
to the State Department of Water Resources during the same pe ym 
for investigations in desalination and also the possible use of nuclea 
energy to provide heat or energy for desalting and pumping w ater © 

Cooperation and coordination with foreign research has been less 
successful. Although liaison has been maintained with some foreign 
saline water conversion research work, for example, at McGill Uni- 
versity, Canada, with the Central Technical Institute of the Organiza- 
tion for Applied Scientific Research in the Netherlands, generally 
referred to simply as TNO (Toegepast Natuurwetenschappelijk 
Onderzoek), and others, the accomplishments seem less than they could 
have been. For example, the TNO has developed an excellent 
electrodialysis process through a joint research venture sponsored by 
several nations.” The United States, through the Department of 

1! California is now facing the prospect of large, multibillion dollar interregional transfers of water to sup- 
ply its huge future water needs, and must within the next 5 years determine whether and how much 
desalting equipment can be used in lieu of costly aqueducts. 

12 The countries participating in this joint research effort are Australia, France, the Netherlands, South 
Africa, and the United Kingdom. Other contributing countries are Greece, Israel, and Pakistan. The 
work is being carried out at the laboratories cf the TNO. TNO is not a governmental organization, 


although it is partially supported by the Netherlands Government. It operates under a group composed 
of 50 percent representation of scientists and 50 percent industrial and economic interests. 
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the Interior, was invited to join in the program. OSW cooperated 
with TNO by exchanging technical information and consultation, 
through the International Cooperation Administration. But the 
Assistant Secretary of the Interior balked at approving the agreement 
which OSW was negotiating with TNO, because some question had 
been raised as to the justification for expending funds on travel 
abroad without preliminary correspondence to establish the need for 
such travel. 

Since the rights to manufacture the TNO electrodialysis equipment 
were to be available only to those nations which joined and contributed 
funds to the program, the position in the group reserved for the 
United States was given to another nation. 

This deficiency in foreign contacts was pointed up at the Symposium 
on Saline Water in November 1957 by three of the symposium com- 
mittees which urged that there be increased contacts and cooperation 
with foreign research and development efforts. The Saline Water 
Advisory Board, at its meeting on March 25, 1958, also made two 
recommendations specifically directed to the need for greater cooper- 
ation between the OSW and foreign governments and organivations. 

Perhaps some of this deficiency can be remedied through the forth- 
coming symposium on salinity problems in arid lands to be held in 
Iran in the fall of 1958, under the sponsorship of the Advisory Com- 
mittee on Arid Zone Research of UNESCO which has established an 
information center on such work. The committee is pleased to note 
that the Director of OSW serves as the United States representative 
on the subcommittee sponsoring the proposed symposium. 

It is evident that a broader national and international effort in 
saline water conversion research and development depends on effec- 
tive stimulation of interest among people and organizations every- 
where. The OSW appears to be aware of the importance of this, but 
feels its own efforts restricted by its small staff. During the sub- 
committee hearings, however, two sources of potentially great assist- 
ance in the effort to stimulate more active interest in the program 
were suggested to the OSW, namely, the Advisory Board and the 
OSW panel of consultants, in the following colloquy: 

* « * ok * 


Mr. Jones. Mr. Jenkins, why is it you do not use your 
advisory committee and consultants to make these visual in- 
spections of these projects and be appointed as missionaries 
in the field to incite the interest and desire on the part of 
these scientists and institutions and companies to go into 
the field? 

Mr. Jenkins. There has been a little of this. One or two 
of the advisers have done some missionary work in this field. 
Dr. Koenig has. 

Mr. Jones. * * * It would not be too expensive admin- 
istratively to get your advisory committee and consultants 
a little bit more active, would it? 

Mr. Jenkins. No, sir, it would not. And I want to say 
I think it is a good idea. I think that we would do well to 
put your suggestion into effect. 

* * * * * 
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Mr. Jongs. * * * certainly it seems like a wise and 
prudent use for Federal funds to get the better minds in- 
terested in the problem. Because if we can, I am.-sure that 
this program will take on greater national prominence and 
we'll obtain better results from our investigations and 
inquiry. 

Apart from California, where programs already are under way, the 
States of Texas, Oklahoma, New Mexico, Arizona, Nevada, Utah, 
South Dakota, and Florida, among others, have substantial need for 
effective saline water-conversion processes. It would seem that OSW 
could do more to interest the State and local authorities of these and 
other States to cooperate in sponsoring saline water-conversion 
research and development programs. 

Moreover, there is already considerable competition among several 
major manufacturers of water-desalting equipment, both here and 
abroad. Effective stimulation of additional research by private 
companies to improve their respective processes should lead to 
intensified progress to find better and cheaper ways to desalt water. 


VII. FOREIGN IMPACT OF SALINE WATER CONVERSION 


In adopting the 1955 amendments to the Saline Water Act, Congress 
recognized that ‘‘many foreign areas are conironted by water problems 
that are as acute, if not more so, than those in the United States.” 
(S. Rept. 370, 84th Cong., 1st sess., p. 5) and that “national and 
international conditions require that the program be expedited” 


(H. Rept. 861, 84th Cong., Ist sess., p. 3). 

The need for economical methods to produce fresh water from sea 
or brackish water is gravely felt in thousands of localities in dozens of 
countries around the world. In addition to the vast arid regions of 
North Africa, the Middle East, Central Australia, and our own 
Southwest, the problem is equally urgent in Latin America. For 
example, large areas in Mexico are plagued by brackish water in wells 
and streams used for irrigation which have rendered the soil salty and 
unproductive. The coastal areas of Peru and northern Chile are 
virtually desert. In Argentina, arid regions both in the northwest 
and in the south suffer from brackish ground water. Rio de Janiero, 
the expanding capital of tropical Brazil, is facing a water supply 
problem comparable to that of Los Angeles. 

Among other countries having such problems are Canada, South 
Africa, Pakistan, India, Ceylon, Greece, Italy, Spain, and the Soviet 
Union. In addition, there are hundreds of water-scarce islands 
throughout the world, such as Haiti, the Bahamas, the Virgin Islands, 
Aruba in the Caribbean, the Greek Islands in the Aegean, Santa 
Catalina off the coast of California, etc. 

The ultimate success of the saline water program in providing 
effective and economical means for desalting sea or brackish water 
will have enormous international implications. 

The committee believes that it would be a major victory for the 
forces of democracy throughout the world if the United States or one 
of its democratic allies could be the first nation in a position to offer 
cheap and practical methods of desalting water to the uncommitted 
and newly developing areas of the world. 


O 
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Witiiam L. Dawson, Chairman. 
m1 








~ 


ce 
x 4 
“ 





CONTENTS 





Page 
GHoeuery 32. 226. UES. ee A Se oa. dee ee Ix 
Section I. Introductory Aa eo  cwce cas vtanvst el cena ns 1 
Acknowledgments - - - Se MSI oD As Sesh so 3 
Section II. Conclusions and recommendations: 
Organizational structure for research and development: Office of the 
pecretary of Defenses: 0:5) Uo.) Se) bee se Boe A eee 5 
The financing of military research and development___..-.--.------ 6 
Research and planning for the future____..__.________-.--.__--_-- 9 
Duplication and interservice rivalry in the transition from research to 
development and production_-_--_.__.._....--.--..-.--.-..---20 10 
Need for management study at the Office of Secretary of Defense level_ 12 
Section III. The organization and financing of research and development: 
Office of the Secretary of Defense: 
A. Introdwetion 10. [00 27352 Sela : 13 
B. Organizational structure for research and development: Office of 
the Seeretary of Defense____ 3 PAIGE Ss a 19 
Chart—Department of Defense, Office of the Secretary of 
Defeonus?:' i's 7 UIE: BALES Ce Ps eG a 20 
Chart—Office of the Assistant Secretary of Defense, Research 
and Engineering. _ Se 22 
Chart—Organizational placement of W eapons § Systems Evalu- 
ation Group (WSEG) Office of the Secretary of Defense _- 25 
C. Financing military research and development - -- 27 
1. The significance of expenditures for military research and 
development. _ _ - 27 
2. The extent and effect of reductions in research and deve lop- 
ment budgets and expenditures - : 28 
Chart—How the price of defense research and deve slop- 
ment tid viseni Ol 2825 es ee ae, oe 30 
3. Extent of support of rese arch and developme nt by produc- 
tion and procurement funds- 35 
4. The problem of retrenchment 35 
5. Control factors in research and development budgeting -_ - 41 
1). Significant problems in research and development administration _ 43 
1. Research and planning for the future 43 
2. The problem of duplication and interservice rivalry - - - - 46 
3. Transition from research to development and production_- 49 
4. Administration by coordinating bodies__ 50 
5. Need for management study at the Office of Secre tary of 
Defense level bs a 52 
Chart—Office of Secretary of Defense interim organization of 
Office of Director of Guided Missiles _ - Facing 55 


Chart— Department of Defense, Adv anced Research Projects 
Agency 


APPENDIXES 


Appendix I—Historical analysis of the organization of research and de- 
velopment in the Office of the Secretary of Defense 
Seotion 5 ;. Intwo@udthorsls iL 252. 214. 20 0. SOO ccs 
Section II. Foundations for the organization of research in support 

of military operations- -- 

A. Evolution through major ware. ... Mey A Te atic 

B. Coordination through the Research and Development Board_ 

C. Assessment of research administration by committees_- ___-- 

D. Changeover from board-type structure to a single coordinating 

official - - 


Le Mpa Reset Facing 55 


55 
55 


58 
58 
62 
63 


65 








vi CONTENTS 


Appendix 1—Continued 
Section III. Appraisal of the administration of research and develop- 
ment through the Office of the Secretary of Defense 
A. The Riehlman report ind ante a wee’ 
B. The report of the Commission on Org: anizs zation of the E xecutiv e 
Branch of the Government .- pasta Se aie 
Section IV. Differences between the 1954 report of the Government 
Operations Committee and reports of the Second Hoover Commis- 
sion and its Task Force a 
A. Basic research financing and placement_- ee me 
B. Responsibility for research on OY new and novel 
weapons Es tem 
Section V. Organization: al deve lopments ih TU... «senninlintinnmdis 
A. Amalgamation of engineering with research and de -velop- 
ment olhiae 1s bh heen ee 
B. The trend away ‘from centralized control. ~~ 
Appendix 2—Staff report on budget evaluation, Department. of Defense 
and the Departments of the Army, Navy, and Air Force for the fiscal 
years 1950 to 1958 as of March 31, 1958- 
Section I. Summary of staff findings... ... 0 cbec ka seeeccivnd 
Chart—Budget cycle as related to we eapons -development_- fai 
Activities supporting the research, development, test, and evalu- 
ation program in the Department Oh DSR ss ccownd esa 
Exhibit 1-A— Chart showing effect of control actions on 
Army research and development budget requests- - - - 
Exhibit 1-B—Chart showing effect of control actions on 
Navy research and development budget requests. - - --- 
Exhibit 1-C—Chart showing effect of control actions on Air 
Force research and development budget requests_ — ~~~ -__-_ 
Exhibit 2-A—-Department of Defense obligations from 
research and development appropriations____.____.____- 
Exhibit 2-B—Chart showing Department of the Army 
obligations from research and development appropriations _ 
Exhibit 2-C—-Chart showing Department of the Navy 
obligations from research and development appropriations _ 
Exhibit 2-D—Chart showing Department of the Air Force 
obligations from research and development appropriations_ 
Exhibit 2-E—Composite of applicable indexes for determin- 
ing research and development cost index, March 10, 1958_-. 
Exhibit 2-F—Department of Defense, Office of the Assistant 
Secretary of Defense (Research and Engineering) explana- 
tion of obligations and accounting adjustments_________~ 
Exhibit 2-G—Department of Defense—Obligations from 
research and development appropriations_____..___---_- 
Exhibit 3—Department of Defense obligations from research 
and development appropriations by performance com- 
ponént, December 20, 090i i coss candi ceuiiscacl.Jc....- 
Exhibit 4—Letter from Chief, Bureau of Ships, to Chief of 
Naval operations (OP-91B) re effect of delayed apportion- 
ment of funds and expenditure limitations on Bureau of 
Ships research and development program, fiscal year 1958, 
June 16, 1958 (with enclosures) 
Section II. Office of Secretary of Defense__..............---.----- 
Assumptions and policies for preparation of 1956 budget____-_-_- 
Exhibit 1--A—Letter from Percival Brundage, Director, Bureau 
of the Budget, to the Secretary of Defense, April 19, 1957_ 
Exhibit 1-B—Memorandum from C. E. Wilson, to the 
Secretaries of the Army, Navy, and Air Force, May 6, 1957_ 
Exhibit 1-C—Memorandum from C. E. W jilson, to the 
Secretaries of the Army, Navy, and Air Force, "May 22, 
SOOT iitides en wield agitate. dnd. $6) 2cbs la ea nk b endo 
Exhibit 1-D—Letter from Percival F. Brundage, Director, 
Bureau of the Budget, to the Secretary of Defense, June 
DEMs1 6 linn een sobs otha o walt scddeniee) cb. < 
Exhibit 1-E—Memorandum from C. E. Wilson, to the 
Secretaries of the Army, Navy, and Air Force, June 28, 
1957 





Page 


68 
68 


69 


100 
101 
102 
103 
104 
105 
106 
107 


108 
109 


110 


eh pee feet 
no —— 
ue 


140 
141 


141 


CONTENTS 


Appendix 2 —Continued 
Section II. Office of Secretary of Defense—Continued 
Assumptions and policies for preparation of 1956 budget—Con. 
Exhibit 1-F—Memorandum from C. E. Wilson, to the 
Secretaries of the Army, Navy, and Air Force, August 13, 
LOOT 2 once nsnsiunnsec ce eee see oe 
Exhibit 1-G—Memorandum from C. E. W ilson, to the 
Secretaries of the Army, Navy, and Air Force, August 17, 
RE a icc wisi sss owes ela ee ee 
Exhibit 1-H—Memorandum from Neil McElroy, to the 
Secretary of the Army, October 28, 1967_...---.------ 
Exhibit 1-I—Memorandum from Neil McElroy, to the 
Secretary of the Navy, October 28, 1957_______...__---- 
Exhibit 1-J—-Memorandum from Neil McElroy, to the 
Secretary of the Air Force, October 28, 1957 
Section ITI. Department of the Army eee 
Exhibit 1—Research and development appropri: ations, excluding 
research, development, evaluation, and test activities financed 
with procurement and other funds.._.-.-.-....----------- 
Exhibit 2-A—Schedule of appropriations, allocations, and obli- 
entions, Racdl Vea W967.) sees eee se eee wee waa 
Exhibit 2- A poor dule of apportionments, allocations, and obli- 
mvt lris TRIG OR! Sins ee eo ni cena aaeie eal 
Exhibit 3— Memorandum re development of the fiscal year 1956 
Dut, Jamie Sloe... 6 ss eee eons 
Section [V: Denartment of the Navy= =... 52-45 2...- 2 t 
Exhibit 1-A—Research and development appropri: ations, exclud- 
ing research, development, evaluation, and test activities 
financed with procurement and other funds_-._.-_---------- 
Exhibit 1-B—Question No. 3, research and development appro- 
Drees. OS oe ORE 38 See ee ee 
Exhibit 2—Formulation of annual programs and budgets-_--_- --- 
Exhibit 3—Question No. 2, analysis of certain new obligational 
authority estimates, fiscal years 1956—-59___.........-------- 
Exhibit 4—Research and development, Navy, fiscal year 1957, 
OCI IE COO i occa icc es ees ee te ie ee ae 
Exhibit 5—Analysis o of N AVE XOS 3148 appropriation ‘‘Research 
and development, Navy,’ fiscal year 1957_.......---------- 
Exhibit 6—Appropriation ‘‘Research and development, Navy,” 
fiscal years 1955, 1956, 1957, and 1958 obligations 
Section V. Department of the Air Force 


Page 
143 
144 
145 
145 


146 
147 


185 


186 
186 


190 
192 
194 


195 
196 


213 
216 





GLOSSARY 





AAC—Alaskan Air Command 
AFSWP—Armed Forces special weapons project 
APGC—Air Proving Ground Command 
ARDC—Air Research and Development Command 
ARPA—Advanced Research Projects Agency 
(Army C)—Office of the Comptroller of the Army 
ASD/C—Assistant Secretary of Defense (Comptroller) 
ASD/Comptroller—Assistant Secretary of Defense (Comptroller) 
OASD (Comptroller)—Office of the Assistant Secretary of Defense 
(Comptroller) 
ASD/H&M—Assistant Secretary of Defense (Health and Medical) 
ASD/MP&R—Assistant Secretary of Defense (Manpower, Personnel, and 
Reserves) 
ASD/P&I—Assistant Secretary of Defense (Properties and Installations) 
ASD (R&D)—Assistant Secretary of Defense (Research and Development) 
ASD/R&E—Assistant Secretary of Defense (Research and Engineering) 
ASD/S&L—Assistant Secretary of Defense (Supply and Logistics) 
ASTIA—Armed Services Technical Information Agency 
AU—Air University 
(BAC)—Army Budget Advisory Committee 
BOB—Bureau of the Budget 
DOD—Department of Defense 
IDA—Institute for Defense Analyses 
JRDB—Joint Research and Development Board 
JSSC—Joint Strategic Survey Committee 
NDRC—National Defense Research Committee 
NOA—New Obligational Authority 
NSC—National Security Council 
OCRD—Office of the Army Chief of Research and Development 
OCSA—Office of the Army Chief of Staff 
OSD—Office of the Secretary of Defense 
OSD-—BMC—Ballistic Missile Committee 
OSRD—Office of Scientific Research and Development 
RDB—Research and Development Board. 
R&D—Research and development 
WSEG—Weapons Systems Evaluation Group 


Ix 





Union Calendar No. 1070 


85TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 2552 


RESEARCH AND DEVELOPMENT 
(Office of the Secretary of Defense) 


Avaust 12, 1958—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTY-SECOND REPORT 


SUBMITTED BY THE EXECUTIVE AND LEGISLATIVE 
REORGANIZATION SUBCOMMITTEE 


On August 6, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled, 
“Research and Development (Office of the Secretary of Defense).” 

After consideration of the report as submitted by the subcommittee, 
upon motion made and seconded, the report was approved and 
adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


SECTION I. INTRODUCTORY STATEMENT 


In carrying out its duty of studying the operation of Government 
activities at all levels with a view to determining its efficiency and 
economy, the Committee on Government Operations has, through its 
Executive and Legislative Reorganization Subcommittee, been con- 
ducting a governmentwide survey of the budgeting and operation of 
major scientific research and development activities conducted by or 
under Federal agencies. The committee has had a long continuing 
interest in these activities.! 

For reasons of practicality and staff assignment, the survey has 
been divided into the military and civilian fields. The present report 
deals with a major element and influence in the conduct of research 
and development by the military services, namely, the Office of the 


1 See appendix 1, infra, 
1 
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Secretary of Defense. It is contemplated that two other reports may 
be presented to cover completely the field of research and develop- 
ment. One would deal in more detail with the three military depart- 
ments and the other would deal | with research and development 
conducted by nonmilitary agencies. 

The committee believes that it is important to report on the research 
and development activities of the Office of the Secretary of Defense at 
this time because the recently enacted De partment of Defense Reor- 
ganization Act of 1958 (Public Law 85-599, 85th Cong.) would give to 
a Director of Research and Engineering great authority and wide 
latitude in reorganizing the structure and procedures through which 
the Department of Defense and its component departments conduct 
research and development. Consequently, the lessons to be learned 
from experience and from existing organization and operations may be 
very valuable in planning for the new organization. 

This is particularly significant in these times when no area of effort 
can be said to be more vital to our survival as a free nation than a con- 
tinued vigorous and effective research and development program. 
To this end we must make sure that the capability of every American, 
regardless of race, creed, or color, is fully developed and utilized by 
our educational, industrial, and governmental institutions and that 
discrimination in employment, in education, and in school support, 
which prevents such full development and utilization, are eliminated. 

W hile some progress has undoubtedly been made in our development 
of modern weapons, it must be remembered that we are in deadly 
competition with an implacable foe. In this context, this report shows 
that the funds requested by executive officials for military research 
and development have been allowed to fall seriously at the very time 
costs have risen sharply and weapons have become more and more 
complex. The result is that day by day we have continued to lag 
behind. When funds have been appropriated their use has been slowed 
down, impeded, and even at times they have been unexpended. At 
the same time, organizational units, procedures, and controls have 
been multiplied and complicated so that research activities have 
become enmeshed in a web of redtape that threatens to stifle the 
initiative and imagination of the men we must count on for our 
scientific advancement. 

The committee realizes that this report does not cover every 
problem and every aspect of military research and development. It 
is the committee’s hope, however, that this report makes some con- 
structive suggestions which will lead to improvements in the adminis- 
tration and financing of these programs. 

The subject of the ready availability of scientific information is 
discussed separately in the 23d report of the Committee on Govern- 
ment Operations (H. Rept. No. 1619, 85th Cong., 2d sess.), entitled 
“Availability of Information from F ede ‘ral De ‘partments and ‘Agenci ies 
(Scientific Information and National Defense) 


2 Hearings conducted before the subeommittee thus far: 
0) Research and Development (Pt. 1—Background Testimony), January 15-February 12, 1958. 
2) Rese arch and Development (Pt. 2—Military Research Representatives), July 14-18, 1958. 
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SECTION II. CONCLUSIONS AND RECOMMENDATIONS 


ORGANIZATIONAL STRUCTURE FOR RESEARCH AND DEVELOPMENT: 
OFFICE OF SECRETARY OF DEFENSE 


CONCLUSIONS 


The staff official responsible to the Secretary of Defense for overall 
advice, coordination, and review of research and development 
activities has been the Assistant Secretary of Defense for Research 
and Engineering. In addition to this, two functions of research and 
development administration have been given special placement in the 
organizational structure of the Office of the Secretary of Defense: 

(1) The Director of Guided Missiles, whose responsibilities in 
the rapidly growing field of missile weaponry include research, 
development, engineering, procurement, and production. This 
official answers directly to the Secretary of Defense. 

(2) The Advanced Research Projects Agency (ARPA) was 
established in February 1958 for the purpose of carrying out 
weapons research of an advanced nature, including space flight, 
either by itself, through the various military departments, or 
by contract. The head of this Agency is also directly responsible 
to the Secretary of Defense. 

Thus, it can be seen that, including the Assistant Secretary (Re- 
search and Engineering) there have been three constituent branches 
of the Office of the Secretary of Defense having direct responsibilities 
in the field of research and development. They are parallel in the 
structure, cooperating but no one being responsible to another. The 
Assistant Secretary (Comptroller) has “also played an active part in 
project reviews. The newly enacted Defense Department Reorgan- 
ization Act of 1958 (Public Law 85-599) provides for a Director of 
Research and Sinainaditen with greatly increased status, being re- 
sponsible for all research and engineering activities, directing those 
which the Secretary of Defense deems to require centralized manage- 
ment. 

This makes it possible for the Secretary of Defense to reorganize 
his own office in a manner which will integrate rather than further 
splinter control of research and development and will establish clear 
lines of authority running to the Director of Research and Engineering 
as the top official in this field, directly below the Secretary. In the 
past, diffusion of responsibility and uncertainty on the part of both 
the offices involved and those dealing with them, has caused unneces- 
sary delays and impediments in the execution of the programs. On 
the other hand, the Office of the Assistant Secretary of Defense 
(Research and Engineering) has joined with the Office of the Assistant 
Secretary of Defense (Comptroller) to exercise a great deal of negative- 
type control over military research and Seventh through the 
budgeting and expenditure processes. Details are cleared through 
the Assistant Secretary (Research and Engineering) at least 3 times 
and often more, and through the Comptroller at least 2 times. 


5 
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It is quite possible for a project to have been subject to detailed 
review in all four offices mentioned above. This would mean a 
minimum of 3 times in Research and Engineering, twice in the Comp- 
troller’s Office, and once in the other 2, or a minimum of 7 reviews at 
the top level. Of course, in each review, more than one individual 
would review the project in each office, adding up to an unknown but 
distressingly large number of individual review actions. 


RECOMMENDATIONS 


(1) The Secretary of Defense should take advantage of his present 
opportunity to reorganize his own office in a manner which will 
integrate rather than further splinter the control of research and 
development at his level. Such reorganization should establish 
clear lines of authority running to the Director of Research and 
Engineering as the top official in this field directly below the Secre- 
tary. 

(2) At the same time strenuous efforts must be made by the Secre- 
tary of Defense to eliminate layers of review and minimize detailed 
reviews of project operations: To the extent possible such direction 
and control should be accomplished through effective program leader- 
ship rather than through negative fiscal actions at critical periods of 
the projects’ development. To the extent feasible task forces of 
subordinates with both authority and responsibility should be utilized 
to monitor important projects with a minimum of multiple reviews. 


THe FInancine or Minirary RESEARCH AND DEVELOPMENT 
CONCLUSIONS 


The authorization by Congress several years ago of the so-called 
“No Year” appropriations was accomplished in recognition of the fact 
that the financing of research and development programs should not 
be handled on a year-to-year basis in the same manner as procure- 
ment, production, maintenance, and many other types of Govern- 
ment operations. Evidence presented before this committee, how- 
ever, indicates that the purpose of this authorization by Congress 
has been largely defeated or counteracted in actual practice through 
the devices of expenditure ceilings, limited allocations, financial 
planning and restrictive appropriation accounting. It has been found 
that numerous projects are still suffering under the yoke of unwar- 
ranted rejustifications and other fiscal limitations that prevent the 
carrying out of the policy of Congress. 


RECOMMENDATIONS 


(3) In their financial planning, the Department of Defense and 
the Bureau of the Budget should recognize and carry out the intention 
of Congress that research and development funds be available in 
a manner which will insure the advancement of military research 
and development programs at optimum rates. 

(4) Fiscal operations should be geared to promote research and 
development, not to hamper it. The Department of Defense is 
requested to review its fiscal, budgetary, expenditure, and accounting 
procedures and to report back to the committee by January 1, 1959, 
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on the steps that have or can be taken administratively and on 
legislation needed to secure this objective. 

(5) The Department of Defense should review present methods 
of contracting for research and development services with a view 
toward developing distinctive contract procedures and terms suitable 
for research and development rather than handling such contracts in 
the same manner as those for the production and procurement of 
materiel and supplies. 

CONCLUSIONS 


The Assistant Secretary of Defense (Research and Engineering) has 
not had an opportunity to participate in the more critical early phases 
of budgetary decision making. Instead, the monetary needs of re- 
search and development have been carried to the President and other 
top officials by the Secretary of Defense and his Comptroller who have 
only secondary and incomplete knowledge of those needs. 

In meeting his responsibilities, the controls available to the Assistant 
Secretary of Defense (Research and Engineering) have been largely of 
a negative nature, coupled with power to recommend withholding of 
funds or exclusion of items from budgets. This has prevented him 
from doing the most effective job of promoting and coordinating re- 
search activities. 

RECOMMENDATIONS 


(6) In this era when effective military research and development 
is a most vital (if not the most vital) element for our national survival, 
the Assistant Secretary of Defense (Research and Development) or 
his successor should participate fully and actively in all stages of the 
budgetary process. 

) The Assistant Secretary or his successor should have available 
at least a small budget under his direct control to expend in positive 
basic or applied research activity. This can be arranged under the 
Department of Defense Reorganization Act of 1958. 


CONCLUSIONS 


Despite the recognized need for steady and adequate research and 
development budgets, the knowledge in top executive circles of the 
rapid advancement of Soviet technology, the serious drop in the 
purchasing power of the dollar with respect to research and develop- 
ment, and the enlarged demands of the increasingly complex modern 
weapons, the responsible executive officials have, through reduced 
budget requests and the withholding of appropriated funds, caused a 
serious lag in our Nation’s military research and development and 
have repeatedly disrupted those programs that have been planned and 
put into effect. Important projects have been financed at too low a 
level to permit their being expeditiously carried out, particularly 
when breakthroughs in other projects have drained away available 
funds. 

RECOMMENDATIONS 


(8) Public opinion and Congress must insist that the President 
authorize the Department of Defense to fund and carry out the type 
and size of military research and development program those directly 
charged with our military affairs believe is necessary for the security 
of our Nation. 


29529—58 
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(9) With an increase in its emergency funds, the Department of 
Defense should make every effort to obtain optimum funding of 
promising projects without draining funds away from other projects 
so as to cause them to be delayed and stretched out. 

(10) In the new organization of the Department of Defense, the 
Secretary of Defense should insure that every effort is made to 
establish the military research and development program on the basis 
of the Nation’s needs, in a framework of appropriations and fiscal 
controls which will be tools to advance research progress rather than 
roadblocks to impede it. 

CONCLUSIONS 


Although the figures and trend indications contained in recent 
studies by the Assistant Secretary of Defense (Comptroller) are in 
dispute and cannot be accepted as accurate, it is true that procurement 
and production funds support a substantial amount of research and 
development. Under ’current budgeting and accounting practices 
this amount apparently cannot be reliably reported. 


RECOMMENDATION 


(11) The Department of Defense and the General Accounting Office 
are requested to review carefully the methods of accounting for mili- 
tary research and development expenditures with a view to instituting 
a system of accounts and expenditures classifications which will enable 
the Secretary of Defense to report with reasonable accuracy expendi- 
tures for research and expenditures for development. The Secretary 
of Defense is requested to report to the committee by January 31, 1959, 
on the results of such a review. 


CONCLUSIONS 


The committee is greatly disturbed over the problems resulting from 
retrenchment in military research and development activities. Nu- 
merous examples have come to the attention of the committee wherein 
costly research projects were begun after careful deliberation and with 
ample support, then delayed or cut back, sometimes terminated com- 
pletely, and occasionally reinstated. The most striking cutbacks in 
research and development under the control of the Defense Depart- 
ment were made in the summer of 1957 with the imposition of ceilings 
to limit the expenditure of funds already appropriated by Congress. 
Uppermost in the minds of many was the need to prevent, at all costs, 
an exceeding of the national debt limit. With defense expenditures 
being the largest bulk of Federal Government outlay, the military 
services probably afforded the most opportune means for preventing 
the debt limit from being reached. These expenditure ceilings, 
apparently ordered by the Executive Office of the President, were 
implemented by the Secretary of Defense through a directive dated 
August 13, 1957. 

This was followed by a Secretary’s order of August 17, 1957, which 
had the effect of cutting research and development appropriations by 
10 percent. Since research and development appropriations are 
“no-year” appropriations and did not have to be expended imme- 
diately, this action appears to have been an attack on the research 
and development appropriation, using the immediate problem of the 
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debt ceiling as an excuse. Since the funds taken from research and 
development were made available for the procurement of other items, 
the economies the order was intended to secure are unclear, and per- 
haps were nonexistent. 

The retrenchment orders made no provision for an orderly conclu- 
sion of work, but rather passed on this responsibility to the three 
military departments. There was a serious lowering of morale among 
scientific and technical personnel, many research teams were broken 
up, and the cost of closing some contracts was equal to what the 
normal completion would have entailed. The full impact of these 
cuts was not appreciated until after the furor following the launching 
of Sputnik I by the Soviets in October 1957. A sudden turnabout 
took place when the new Secretary of Defense, Neil H. McElroy, 
moved to restore the research and development funds which had been 
cut only 2 months earlier. Some of the projects were revived, but 
in many cases the damage was and continues to be well-nigh 
irreparable. 

RECOMMENDATIONS 


(12) A definite policy should be established in the Department of 
Defense with respect to the orderly retrenchment of scientific projects 
when such retrenchment becomes unavoidable. This policy should 
include adequate guidelines at appropriate echelons from the Execu- 
tive Office of the President to the Office of the Secretary of Defense, 
thence to the military departments and the various constituent units 
involved. 

(13) A policy should be developed with the aim of preventing the 
sudden termination of research projects that have been approved 
and are making good progress. Research should be advancing rather 
than remaining static or going backward. 

(14) Despite the needs of funding, all concerned must recognize 
that it is unwise and wasteful to develop a research capability by 
encouraging and building up through fiscal support highly skilled 
technical teams and costly facilities and then to allow them to break 
up because of shortsighted and poor planning, managing, and funding. 


RESEARCH AND PLANNING FOR THE FUTURE 
CONCLUSIONS 


The committee recognizes that the three military departments have 
been carrying forward a considerable amount of fundamental or 
exploratory research despite the many problems that have beset these 
efforts. Each military department should be free to continue par- 
ticularly such activity which enhances the work on improvement and 
refinement of weapons in being. After all, basic research is the 
primary source of accomplishments in applied research and engineer- 
ing. A multiple approach helps to assure that important opportunities 
will not be overlooked. It has been observed, moreover, that Defense 
research and development continues to be assigned almost exclusively 
to military control. 

The committee recognizes that the pressures of the day probably 
made it necessary that the Advanced Research Projects Agency 
(ARPA) use its broad powers to arrange for its specialized research 
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to be carried out through the military departments the same as had 
been done before. 

Military research and development is appropriate to and should be 
continued to be carried out under each of the military departments. 
Despite the advances that have been made, however, the committee 
is convinced that research and development must be further intensified 
through alternate approaches. With the spotlight of increasing power 
on the Office of the Secretary of Defense it is vital that the research 
and development function receive appropriate emphasis at that level. 

Rapid changes in technology and long lead times required from the 
first research on a weapon, through the laboratory and development 
stages, thence into production may run up to a decade or longer. 
This calls for a serious research look into the distant future on the 
part of those who administer our defense programs. 


RECOMMENDATIONS 


(15) This committee believes that new and improved methods of 
research and development administration should be tried out. Four 
years ago this committee recommended that the Secretary of Defense, 
through his Assistant for Research, should proceed with some research 
on his own. It is the belief of this committee that this need is even 
stronger today; there should be some research carried out under 
civilian direction from the top echelons down through the lowest 
working levels. 

(16) A small experimental unit of full-time scientists should be 
established in the Office of the Secretary of Defense, perhaps as a 
part of the Advanced Research Projects Agency (ARPA), with the 
specific purpose of giving complete attention to the outlook for radi- 
cally new and novel weapons. This unit would work entirely inde- 
pendent of the military services but in cooperation with them under 
the Office of the Secretary of Defense. This unit would be author- 
ized to do its own research as well as contract work. It should be 
clearly understood, however, that its work would be performed under 
civilian direction with close military cooperation. 

(17) The organization for research and development in the Depart- 
ment of Defense should encompass the concept of long-range plan- 
ning. 

(18) The Secretary of Defense should investigate as quickly as 
possible the idea of assigning specialized research in various tech- 
nical areas such as ferrous metals, electronics, aerodynamics, etc. 
For these specialized tasks it would seem reasonable to establish a 
new kind of research commission, institute, or foundation with a 
clearly defined charter or contract which could be readily carried out 
and evaluated on a periodic basis. 


DUPLICATION AND INTERSERVICE RIVALRY IN THE TRANSITION From 
RESEARCH TO DEVELOPMENT AND PRODUCTION 


CONCLUSION 


There has been considerable discussion concerning unwarranted 
and wasteful duplication in the weapons research program. Inter- 
service rivalries and confusion of roles and missions have undoubtedly 
resulted in unnecessary and very expensive duplication up to and 
into production. 
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However, the old adage of penny wise and pound foolish should be 
kept in mind. Here there is every reason to engage in as much re- 
search as possible, even to encouraging directed competition along 
— avenues of endeavor. By like token, if development is 

mited to a narrow range of weapons we are precluded from the best 
choices in the procurement stage. Such an approach, however, re- 
quires strong discipline in decision making at the proper time. Each 
stage from ie through development calls for an appraisal and a 
decision which makes for improvement and refinement so that pro- 
duction is initiated at the most advanced level possible. Controls 
must be effective at those points where decisions are made as to 
whether a research project merits continuation into the development 
stage, and again at the point where the weapon is ready to move into 
production. Scientific analyses of these proposed weapons are re- 
quired in the management echelons of the military services as well 
as the Office of the Secretary of Defense with greater attention given 
to the idea potentialities at the research stage and to its place in pro- 
gram planning. 

Probably due to the tremendous size of the Defense Department 
and to multiservice complexities, there have been shortcomings in 
effective control at this stage. Some kind of check point, more 
effective than what we now have, should be established to afford an 
opportunity for objective consideration before production funds are 
committed. 

It would seem that this would not be insurmountable, particularly 
with all the organizational resources at the disposal of the Secretary 
of Defense (e. g. ARPA, IDA, WSEG, and Director of Guided Mis- 
siles). 

RECOM MENDATIONS 


(19) There has been for too long a tendency in military research 
to be restrictive because the future is uncertain. It is the belief of 
the committee that wise management of research and early develop- 
ment may require parallel efforts in order to reach the best choices in 
weaponry. This policy would need to be carefully worked out so that 
there be a clear understanding of the desired end; namely, that the 
multiple approaches to research problems, carried on so well in the 
competitive civilian economy, be utilized in the military program. 

(20) Followup of the preceding recommendation calls for a clear 
statement of a policy on the part of the Office of the Secretary of 
Defense which will demarcate the stages of research, development, 
and production through which a weapons system passes, and estab- 
lish the responsibility for the making of the decisions to proceed from 
one stage to the next. 

(21) The committee recognizes that in any large research and 
development program there will be projects that reach dead ends. 
No one would quarrel with terminations based on valid technical 
reasons. The committee believes that a policy should be established 
in the administration of research whereby there is clear understanding 
of the projects underway, there is appropriate review of them, and 
discontinuance of failing efforts. This does not mean that there be 
stifling supervision, but rather, enlightened scientific direction which 
is enhanced by forward-looking management. 
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NEED FOR MANAGEMENT STUDY AT THE OFFICE OF SECRETARY OF 
Derense LEVEL 


CONCLUSION 


The basic framework for improved management of the research and 
development programs administered through the Office of the Secre- 
tary of Defense is embodied in the Department of Defense Reorgani- 
zation Act of 1958. The clearly given authorizations to the Secretary 
of Defense, including the greatly strengthened position of Director 
of Research and Development, open the way for new innovations in 
management which hopefully may match those in science and tech- 
nology. Lasting improvements cannot transpire without a close study 
of the organization and administration of research and development 
activities at the level of the Office of the Secretary of Defense. 

In recent years a number of investigations have been made of 
military research and development activities, the most important ones 
being the work of the Subcommittee on Military Operations (Riehlman 
subcommittee) and the Commission on Organization of the Executive 
Branch of the Government (Second Hoover Commission). From the 
standpoint of the Office of the Secretary of Defense these investigations 
have been directed toward broad organizational or policy changes. 
A comparable organization and management study looking into the 
operational problems of the Office of the Secretary of Defense should 
be performed in view of the tremendous significance of the decisions 
that emanate from that high office. 


RECOMMENDATION 


(22) The committee urges, therefore, that a study of the organiza- 
tion and management of research and development activities of the 
Department of Defense, excepting the three military departments, be 
undertaken as soon as possible. It is recommended that the services 
of a reliable, well-known firm of management consultants be assigned 
this important task. 








SECTION III. THE ORGANIZATION AND FINANCING OF RE- 
SEARCH AND DEVELOPMENT: OFFICE OF THE SECRETARY 
OF DEFENSE 


A. InrRopwcTION ! 


The place of research and development in the defense of the United 
States has been receiving more and more attention. This important 
subject has a direct bearing on national survival and is vital to every 
individual in the country. Furthermore, the ever-widening scope of 
research and development in our defense effort calls for increasing 
allocations of resources and skills. The vast destructive possibilities 
of complicated modern warfare make it necessary that we strive to 
maintain scientific and technological superiority. At the same time, 
we must retain a balance in our perspective. 


(a) The impact of modern technology 


The progress of technology has today placed us in an entirely dif- 
ferent position in the world. In past world wars we could depend upon 
friendly nations to hold the line while we mobilized our resources. 
Thus, we could engage in major preparations after war had actually 
been declared. But with the complexity of forms of aggression, 
coupled with the destructiveness made possible by modern technology, 
the need for an ever-readiness with weapons and forces-in-being is 
clearly apparent. 

Prior to World War II a weapon type might remain effective for a 
generation. In the rapidity of more recent development, however, 
some major weapons may begin to fade out shortly after going into 
production. The famous B-17 Flying Fortress, for example, was in 
operational use for about 8 years; the gigantic B-36 intercontinental 
bomber was out of date . lees than 5 years. Today the B-58 will 
soon be phasing out the B—52, followed by the chemically fueled B-70. 

The increasing costs of the newer weapons of war are worthy of 
emphasis. A new polaris-type submarine, for example, costs about 
20 times as much as a submarine of W orld War II. Generally speak- 
ing, each of these new weapons or “weapons systems”’ costs at least 
twice as much as its predecessor. A single B-29 in World War IL 
cost $600,000; a B-36 $4 million; and the present B-52 nearly $8 
million. The B—70 when operational may cost several times as much 
as the B-52. At the same time we should keep in mind that a single 
shell or warhead of today has a destructive power that an entire fleet 
had during World War Il. Despite this added power, however, the 
newer weapons require many times the amount of research, develo 
ment, and engineering that was required for the weapons of World 
War II or the Korean conflict. This gives us some measure of the 
importance of our technological research efforts and the decisions 
which need to be made concerning them. 


1 Much of this introduction is based upon a special study by Dr. Carey Brewer, senior defense specialist, 
Subcommittee on Military Operations. 
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Finally, as a nation with policies tending toward a defensive rather 
than an aggressive attitude toward war we must be geared to the 
likelihood of an attack at any moment. Under this concept the de- 
fensive force must realize a marked disadvantage. Certain defensive 
capabilities would be knocked out initially and there would be less to 
fight with than before the blow was struck. This we remember sadly 
from our experience at Pearl Harbor. 

It has been truly said that man is forever breaking with the past. 
Now, with the orbiting of several satellites in space, we are on the 
threshold of a scientific revolution. But our outlook must be a tem- 
pered one as exemplified by the following statement made in the final 
report of the Parliament of Science, sponsored by the American Asso- 
ciation for the Advancement of Science in the spring of 1958, Wash- 
ington, D. C.: 


What faces man is not, in any restricted sense, a scientific 
problem. ‘The problem is one of the relation of science to 
public policy. Scientific issues are vitally and almost uni- 
versally involved. The special knowledge of the scientist is 
necessary, to be sure; but that knowledge would be powerless 
or dangerous if it did not include all areas of science and if it 
were not effectively pooled with the contributions of human- 
ists, statesmen, and philosophers, and brought to the service 
of all segments of society.” 


(b) The strategic position of the Department of Defense 

In times of crisis the military agencies can place first call upon our 
citizens for military service, likewise upon the products of industry. 
The demands of the Defense Department may have a strong effect 
upon the pattern of industrial production, indeed upon the level of 
economic prosperity. The influence of this gigantic department upon 
foreign affairs is well recognized, furthermore it can direct the destiny 
of research and development, even exert an influence upon higher 
education throughout the country. Power of this magnitude ob- 
viously constitutes quite a problem in control. 

The impact of Defense Department activities upon the country as 
a whole as well as upon other Government agencies raises the necessity 
for as broad a view as possible of the control and ree of military 

research and development. Only through such a view can the de- 
tailed problems of organization and administration, of professional 
relationships, and of political and economic factors be placed in proper 
perspective. There is no question that research and development is 
a vital element of the Nation’s military program. Consequently, 
problems confronting this effort should be considered in the broad 
sense as they may affect the total military program and our national 
security. 

At the top of the organization for our defense is the President as 
Commander in Chief of the Armed Forces and the Chief Executive of 
the Government. Next is the responsible Department head, the 
Secretary of De fense. The aim of this report is to explore the organi- 
zation of the Secretary’s Office and the key position of the Defense 
Department in relation to research and development programs. 


2 Reproduced in Science, April 18, 1958, p. 852, 
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The critical importance of research in the Nation’s defense program 
and the large and steadily growing volume of this work now being 
undertaken by and for the various agencies of the Defense Depart- 
ment, calls for improvements in the organization of these efforts. 
This need may grow more rapidly than the volume of research grows 
since the pattern of interdependent and overlapping research will 
become even more complex. This will occur despite the fact that 
coordination of research and development is well advanced in the 
Department of Defense. 

(c) Definitions 

(1) Department of Defense.—The name “Department of Defense’, 
like so many terms is susceptible to more than one interpretation or 
use. It is generally understood to mean the entire defense organi- 
zation including all three branches of service; Army, Navy, and Air 
Force. Officials working in this organization whether they be military 
or civilian, however, recognize that “(Department of Defense” more 
often means only the “Office of the Secretary of Defense.” The 
three military departments have operated in many respects as separate, 
autonomous entities, coordinated chiefly through the budgeting of 
funds or the Secretary’s power of disapproval of money allocated for 
specific programs. 

In this report, the name ‘‘Department of Defense” (DOD) refers 
to the entire Defense Establishment including the three departments 
of Army, Navy, and Air Force. The “Office of the Secretary of 
Defense’ (OSD) is meant to encompass the complete echelon above 
the three military departments.’ 

(2) Weapons system.—This term which has come into common usage 
in recent years is defined as ‘‘the entire complex of environment neces- 
sary to make the weapon operational.” In the case of a fighter plane 
for example this would include not only the aircraft but any guns, 
radar, or other apparatus in connection therewith. 

(3) Research.—This term is rapidly being standardized, under the 
leadership of the National Science Foundation, into two elements. 
What has been regarded as fundamental or exploratory research is 
encompassed within the term ‘‘basic research.” 

(a) Basic research, then, is research directed toward the increase 
of knowledge in science. It is research where the primary aim of the 
investigator is a fuller knowledge or understanding of the subject 
under study. 

(b) The second element, applied research, is that type of research 
which is directed toward practical applications of science. 

(4) Development is understood to mean the systematic use of 
scientific knowledge directed toward the production of useful mate- 
rials, devices, systems, methods, or processes, exclusive of design and 
production engineering. 


(d) Assumptions 


(1) Necessity for a constant readiness.—During the past wars that 
America has fought there has been a kind of “lead” time between the 
date of the actual beginning of the war and the time of the decisive 
battle engagements. This time has allowed us to make preparations 
that have enabled us to vanquish all those we have met thus far. 


3 This definition is based upon the explanation of organizational concepts as given in U. S. Government 
Organization Manual, 1958-59, p. 132. 
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Today, however, swift-moving technological advances have brought 
forth devastating nuclear weapons, manned aircraft traveling faster 
than the speed of sound, and the impending threat of intercontinental 
ballistic missiles. These advances make it crystal clear that we cannot 
again rely on our allies to hold off the enemy while we struggle to catch 
up. Furthermore, the terrible complexity of modern warfare makes it 
necessary for us to be ever ready for an all-out nuclear holocaust as 
well as limited or local warfare wherein the conventional weapons of 
earlier wars are used in varying degrees. We must also be fully mind- 
ful of the more subtle type of war Ww hich has been described under the 
terms “propaganda warfare” or “cold war.’ The very fact that 
modern weapons have turned large land masses into strategic areas 
subject to destruction in minutes rather than months makes it essential 
that we be prepared for any type of conflict. 

(2) Qualitatiwe versus quantitative superiority—Since World War II 
we have based our military planning on the closely related assump- 
tions that (1) from a quantitative standpoint it would be virtually 
impossible for us to match the military forces of the Communist 
world, and (2) that this quantitative superiority must be offset by 
qualitative superiority on the part of the United States. However, 
this Nation appears to be confronted with the possibility of qualitativ e 
inferiority in an increasing number of technical military weapons due 
to a vast expansion of Soviet scientific and technological resources. 

Most impressive of these is the tremendous propulsive power that 
they are utilizing in the missile field. In quantity there is little 
doubt that the Soviet ground forces vastly outnumber our owr 
while their submarine fleet is certainly much larger than what we 
have at the present time. 

Assistant Secretary of the Air Force for Research and Development 
Richard E. Horner told the committee on July 15, 1958: 


We do not have adequate support at the present time for 
the technical development area. I am afraid this will have 
an effect in the period 2 to 5 years from now, of either 
making our weapons systems development program grossly 
more expensive because we will have to undertake certain 
developments in the light of the building blocks that are 
necessary, or we just will not have adequate weapons systems 
development. 


On July 18, Dr. Paul D. Foote, Assistant Secretary of Defense 
(Research and Engineering), concurred in this warning. 

If the success of American military policy is dependent upon quali- 
tative superiority in weapons, the most immediate and probably the 
most apparent problem has to do with the existing United States 
military research and development program. In the immediate future 
this Nation’s survival may indeed depend upon the effectiveness with 
which it utilizes its scientific and technical resources in the defense 
effort. It is thus imperative that every reasonable effort be made to 
strengthen the organizational and administrative devices through 
which these resources are managed. 

(3) Balancing immediate requirements unth long-term scientific ad- 
vances.—Overshadowing the immediate organizational and adminis- 
trative impediments to maximum utilization of the scientific and 
technical resources committed to the military program is the question 
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of time. Given the basic assumption that the U.S. S. R. is intent 
on world domination, it is clear that the United States must win the 
immediate race for the improvement of conventional weapons and 
the perfection of advanced weapons such as the intercontinental 
ballistic missile. We must be aware, however, that too great a con- 
centration on immediate goals might tend toward the neglect of 
long-term scientific advances, particularly innovations and research 
in radically new and novel weapons. Indeed, we must be ever watch- 
ful that the United States might not some day find itself the loser in 
the long-term race for weapons superiority and thus be unable to 
contest direct Soviet encroachments against the free world. 

One of the significant lessons to come out of the Second World 
War and the Korean conflict has been that the art and science of 
warfare have become more firmly interwoven with other sciences, 
particularly the physical sciences. The major conflicts have em- 
phasized the critical impact of science on the weapons of warfare. 
The military has come to depend more heavily upon entirely separate 
professional groups for a great many services essential to the success 
of the military mission. The military as a profession has certainly 
not declined in importance; rather, its role has become so vital and 
its task so complicated that other professions and ancillary services 
must provide assistance in the performance of the military mission. 
(d) The civilian-military partnership 

Technological advances and the increasing application of science 
and technology to military purposes in recent years have projected the 
sciences into a virtual partnership with the military profession in the 
field of national defense. As a result, new and greated demands are 
being made on both groups. More than ever before the physical 
and allied scientists must concern themselves with existing and poten- 
tial military uses to which their work might be applied. In a similar 
fashion the military profession must be more than merely acquainted 
with the scientific principles of these supporting professionals; not 
only must the military be capable of operating new and complex 

weapons to the best advantage, but it must also be able to perceive 
new areas of military application for a constantly growing store of 
technology. The military and allied technical professions must col- 
laborate to the fullest if maximum use is to be made of the Nation’s 
scientific resources. 

This collaboration, or partnership, is not easily attained. The two 
groups are themselves basically incompatible in many areas. The 
military is a profession based on discipline, strict regulations, and a 
rigid structure of ranks outwardly imposed on its members. Although 
the disc ipline of other scientific elements is equally demanding, it is a 
more inward and self-imposed discipline. The discipline of military 
organization tends to enforce acceptance of traditional practices, pro- 
cedures, and equipment. Indeed, the good soldier must have confi- 
dence in his weapons and must rely on the judgment of his superiors 
when he performs his part of a broad mission of which only they have 
full knowledge. The role of the laboratory or research scientist, on 
the other hand, is basically one of questioning the orthodox, of experi- 
mentation, of creative imagination. 

In addition to this striking contrast between the inherent character- 
istics of the military and these other professions, there is also a 
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significant difference between their broad objectives as groups. 
Physical scientists, for example, are faced with a basic demand for 
new discovery. The primary demand placed on the military profes- 
sion, however, is that it make use of and improve as much as possible 
existing military weapons and practices. 

In the past the military has sometimes succeeded in meeting its 
demands at the expense of those confronting the scientist. Except 
for the ‘‘crash” program of World War II, the military has virtually 
absorbed the scientist and dictated its own requirements; and in some 
cases the military has been most reluctant to accept the products of 
science for which it has not previously expressed a specific need. At 
other times the reverse has been true. The scientist has at times 
demonstrated little appreciation of critical technical needs expressed 
by the military. In some cases the scientist has tended to rely on his 
own judgment to determine military requirements instead of accepting 
the judgment of the military expert. 

In overcoming proble ms of a cooperative relationship it is apparent 
that the measures providing for adequate participation of the scientist 
must not prevent the military from performing its essential role. It 
is the military profession whic ‘+h must bring to the scientific laboratories 
the operational experience on which weapons requirements are based. 
The military, and not the scientist, is ultimately responsible for the 
success or failure of the military mission. 

Nor does the scientist merit the role of statesman or civilian policy- 
maker solely on the basis of his technical competence or professional 
reputation. The civilian policymaker, in whom governmental au- 
thority is vested and through whom the American public acts, must 
make the broad policy decisions. The essential facts of the situation 
are that the scientist is at least as different from the civilian policy- 
maker as is the military, and each is substantially different from the 
other two. Each of the three groups has a different function to 
perform in the military preparedness program, and by training and 
experience each should be able to perform its own functions better 
than could either of the other groups. 

A monumental survey of the problems of governmental research 
administration undertaken after World War II pointed out some of 
the normal difficulties in the working relationships among scientists, 
administrators, and the military profession. Although this study 
took place over a decade ago and concentrated on the nonmilitary 
agencies, its appraisal of the specialized characteristics of these three 
professional groups, as given below, is pertinent in the locating of 
problems inherent in a civilian -military partnership. 


Scientists —Emphasis on mathematics, rigorous methods 
of inquiry, attention to physical phenomena, freedom to 
follow where reason leads, and devotion to detail are char- 
acteristic of research. These requirements sometimes give 
rise to problems when the scientist must work in an environ- 
ment where his attitudes and objectives must be weighed 
against other objectives that are also important. 

Military. —The task of the Armed Forces is essentially to 
organize men and materials for a very specific and vital 
objective—defense of the Nation. This necessitates clearly 
defined organization, lines of command, and limits of respon- 
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sibility. Rotation and interchangeability of personnel, the 
very antithesis of individualization, are important to the 
development of capable officers. Conformance to set proce- 
dures and a sharp definition of each individual’s role is essen- 
tial. These requirements tend to make for a set of attitudes 
and assumptions that create problems when military men and 
scientists must work together. 

Administrators.—Administrators in Government, though 
less homogeneous in training and viewpoint than the other 
groups, tend generally to emphasize organization, structure, 
and pressure for accomplishments.‘ 


In this period when scientific developments are increasingly a part 
of our defense effort, we as citizens cannot take refuge in the conten- 
tion that these are matters just for specialists. In the United States, 
fortunately, our policies are not formulated by a dictator but by public 
servants who respond to the will of the people. 

It would be foolish, of course, to assume that each of our citizens 
should become a scientific expert, cognizant of the technical capabili- 
ties of each new gun, missile, plane, or ship. Yet the citizen does 
have an obligation—a responsibility for an awareness and an under- 
standing of the existence of new developments and of the changing 
world about him. Stemming from the general feeling of each citizen 
on the course we should follow, come the many actions which finally 
determine our national policy. 


B. ORGANIZATIONAL STRUCTURE FOR RESEARCH AND DEVELOPMENT: 
OFFICE OF THE SECRETARY OF DEFENSE 


Research and development functions of the offices and agencies 
comprising the Office of the Secretary of Defense (OSD) have tradi- 
tionally been of a staff nature rather than operational or line duties 
which involve the actual carrying out of research and development. 
In general, the responsibilities for overall allocation of funds, formu- 
lation of broad policy, and coordination of programs, have been the 
major research and development functions at the OSD level.’ The 
formulation of ideas for research and development programs, the 
planning, starting, and administering of projects have resided with 
the three military departments. Thus, the decisions regarding 
initiation of projects, the decisions which are made during the progress 
of the programs, the decisions which have to do with termination; 
all of these generally are decisions of military officers functionmg under 
the broad umbrella of high-level-policy control of the civilian Secretary. 
The responsibilities of the military departments, therefore, may be 
said to be in keeping with good principles of administration since the 
programs within these departments are basically military operations.*® 

4U.S. President’s Scientific Research Board. Administration for Research (Science and Public Policy, 
vol. 3). Washington, U.S. Government Printing Office, 1947, pp. 33-34. 

6 As will be seen, this discussion deals principally with three major research units which report directly 
to the Secretary of Defense, namely, the Assistant Secretary of Defense for Research and Engineering, the 
Director of Guided Missiles, and the Advanced Research Projects Agency. Certain other constituents 
reporting to the Secretary of Defense carry some research responsibilities with respect to policy formulation 
and control, coordination, etc. These include the National Security Agency, and the Assistants to the 


Secretary of Defense for International Security Affairs, Health and Medical. The Assistant to the Secre- 
tary (Atomic Energy) advises on the application of atomic energy to warfare and is a key link with the 
Atomic Energy Commission. (See chart, p. 20.) 

6 The historical development of the organization of the Office of the Secretary of Defense in relation to 
this effort is summarized in appendix 1, 
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One of the key officials under the Secretary of Defense is the 
Assistant Secretary of Defense for Research and Engineering. He 
performs valuable coordination, policy formulation, and review 
functions on a staff basis for all of the defense and military services. 
The effectiveness of this office is further enhanced by directors of 
research in each of the military departments. The policies formulated 
by some of the other Assistant Secretaries of Defense have a direct 
relationship to the research and development activities. The budg- 
etary control and accounting activities of the Assistant Secretary 
(Comptroller), for example, have a powerful effect on the funds 
available for research and development and the manner in which 
such funds may be expended. The Assistant Secretary of Defense 
(Manpower, Personnel and Reserve) formulates policies on supply and 
utilization of scientific manpower thereby influencing the capacity 
of the military departments, industry, and the universities to perform 
assigned research tasks. 

The Assistant Secretary of Defense for Research and Engineering 
has the responsibility of advising the Secretary of Defense on the 
research and engineering aspects of Defense policies, budgets, and 
program plans. Under this function a control is exercised over funds 
for research and development activities having Defense Department 
jurisdiction. He is responsible for the integration of research and 
engineering with current military strategy, furthermore, he must assure 
close coordination with all governmental and nongovernmental 
agencies on research, development, and engineering that might affect 
national security. (See chart on p. 22. 

This Assistant Secretary carries out his functions with the assistance 
of six major groups: technical office staffs, technical coordinating 
committees, a Research and Engineering Policy Council, civilian 
advisory panels, a Defense Science Board, and a Weapons Systems 
Evaluation Group. 

The work of the Office of the Assistant Secretary of Defense for 
Research and Engineering OASD (R&E) in order to be carried out 
most effectively has been divided into an executive assistant and nine 
technical staff offices: Planning; Review and Services; Foreign Pro- 
grams; Aeronautics; Atomic, Chemical, and Biological Warfare; 
Electronics; Fuels, Materials, and Ordnance; Maintenance Engineer- 
ing; and Sciences. These staff offices or “directorates” in turn are 
assisted by nine technical coordinating committees consisting of 
representatives of OASD (R&E), the military departments and 
certain other Assistant Secretaries of Defense. These committees 
advise and assist the technical offices in (1) the planning of inter- 
departmental coordination and (2) the administration of the programs 
in their respective areas. 

The membership of the Research and Engineering Policy Council 
includes the Assistant Secretaries of each military department along 
with senior military officers having cognizance over research, engineer- 
ing, and development matters. This Council advises the Assistant 
Secretary for Research and Engineering on major overall policies for 
the management and conduct of the research, development, and 
engineering programs of the Department of Defense. 
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The civilian advisory panel consists of 10 technical panels whose 
members have been appointed from among outstanding scientists 
and engineers. From these panels, groups are drawn for the study 
of special problems or programs oma for technical assistance in the 
administration of the program. 

The Defense Science Board, composed of 28 members appointed 
from civilian life by the ASD (R&E), gives advice on scientific and 
technical matters relating to research and engineering of concern to 
the Department of Defense. 

The Weapons Systems Evaluation Group reports administratively 
to the Secretary of Defense through the ASD (R&E). This group is 
charged with performing “systems studies” and ‘‘operations analyses” 
= to the needs of the Joint Chiefs of Staff and of the ASD 
(R&E). 

With the increasing complexity of modern warfare and the race for 
the improvement of weapons systems in the past few years there has 
been a trend toward divided control of research and development at 
the level of the Office of the Secretary of Defense. The weight of the 
tremendous problems that have faced the defense effort, furthermore, 
has tended to bring about a closer surveillance of the military research 
and development operations. 

The growing importance and complexity of intermediate and inter- 
continental missiles resulted in the early part of 1956 in the appoint- 
ment of a “missile czar’? who was vested with certain powers for 
coordinating the work of the three military services in this eld? His 
authority was strengthened in November 1957, when the President 
ordered that he would have all the powers of the Secretary of Defense 
in carrying out the responsibilities in this highly complicated area. 
(See organization chart facing p. 55.) 

Similarly, the establishment of the Advanced Research Projects 
Agency (ARPA) in February 1958 resulted from the emergent need 
for the initiation of vast new “advanced” research including space 
exploration and missile defense, to be carried forward on a much more 
active basis than had been done prior to that date. This was truly 
a bold innovation in Defense organization, for it marked the first time 
since the establishment of the Department of Defense that an agency 
other than a military department would have real authority to 
undertake research operations. (See ARPA organization chart facing 
p. 55.) These new powers included authorization to (1) direct any 
current defense research and development projects that the Secretary 
of Defense might designate; (2) arrange for the carrying out of research 
and development work by any agency of Government, including the 
military departments; (3) make contracts with private industry or 
other organizations and individuals; and (4) acquire or build necessary 
research and development facilities. 

The earliest funds allocated, approximately $60 million, were com- 
mitted to projects that had been proposed principally by the military 
departments. The management of the projects was apparently 
placed under the cognizance or monitorship of the respective military 
services. Furthermore, as far as can be Sateueada the contracts 
were executed through the normal channels of the military depart- 
ments. From the above, it appears that the Advanced Research 

’ This official was first known as Special Assistant to the a ! of Defense for Guided Missiles. De- 
Berement of Defense Directive dated March 27, 1956, No. 5105.10. He is now known as Director of Guided 
29529—58——-3 
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Projects Agency had not chosen to take full advantage of its powers. 
In the traditional pattern of the nonmilitary echelons of the Depart- 
ment of Defense it has not taken upon itself the direction of any 
research and development projects. Rather, it seems to be the ve- 
hicle for the transmission of funds to the military departments for 
the performance of research and development. Thus, the question 
might be raised as to whether the Advanced Research Projects Agency 
has fully exploited its charter of establishment. 


THE ADMINISTRATION OF THE ADVANCED RESEARCH PROJECTS AGENCY 


A novel arrangement has been worked out for the administration of 
the limited sphere of activity which has been carried out for ARPA. 
This Agency seems to have arranged for the bulk of its organization 
to be staffed on a contract basis by the Institute for Defense Analyses 
(IDA) which heretofore has been the organization under contract to 
the Weapons Systems Evaluation Group (WSEG) to appraise the 
technical aspects of weaponry for OSD, particularly the Joint Chiefs 
of Staff and the chief civilian official in scientific matters, the Assistant 
Secretary of Defense for Research and Engineering. 

In view of this new role, it seems appropriate to describe brie fly the 
establishment and original purpose of IDA. The Institute for Defense 
Analyses was first established as the result of a request by former 
Secretary of Defense Wilson for an organized effort on the part of 
educational institutions to assist the Weapons Systems Evaluation 
Group. (See chart, p. 25.) Accordingly, the representatives of five 
universities (California Institute of Technology, Case Institute of 
Technology, an achusetts Institute of T echnology, S Stanford Univer- 
sity, and Tulane University) became the incorporators of IDA, and 
the first contract was signed in September 1956. Their work was to be 
performed by a professional staff carrying out analytical studies 
designed to assist in the solution of operational, technical, and policy 
problems.$ 

Thus, it can be seen that, including the Assistant Secretary (R&E), 
there have been three constituent branches of the Office of the 
Secretary of Defense having direct program responsibilities in the 
field of research and development. The Assistant Secretary (Comp- 
troller) has also played an active part in project reviews. These 
offices are parallel in the structure, cooperating, but one not being 
responsible to another. The newly enacted Defense Department 
Reorganization Act (Public Law 85-599) provides for a Director of 
Research and Engineering with greatly increased status, being respon- 
sible for all research and engineering activity, directing those which 
the Secretary of Defense deems to require centralized management. 

This makes it possible for the Secretary of Defense to reorganize 
his own Office in a manner which will integrate, rather than further 
splinter or divide, the control of research and development and will 
establish clear lines of authority running to the Director of Research 
and Engineering as the top official in this field, directly below the 
Secretary. In the past, diffusion of responsibility and uncertainty 
of authority, on the part of the officials involved and those dealing 
with them, has caused unnecessary delays and impediments in the 
execution of the programs. 


8 Ref. Institute for Defense Analyses, First Annual Report (Washington, D. C., undated). See also, 
Institute for Defense Analyses; Its Purpose, Position, People, Program (Washington, D. C., undated). 
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THE PROBLEM OF DETAILED CENTRALIZED CONTROL 


While the Assistant Secretary of Defense (R&E) tended to minimize 
the degree of detailed control he exercises over the actual operations of 
research and development, it is apparent from his own testimony that 
his Office has joined with the Office of the Assistant Secretary of 
Defense (Comptroller) to exercise a great deal of negative-type control 
through the budgeting and expenditure processes. It appears that 

roject details are cleared through the Assistant Secretary (R&E) at 
east three times. First, when a research or development project is 
initially proposed, the Assistant Se cretary is notified on a form 613 so 
that he may review the proposal. Secondly, the proposal is fully 
justified when it is included in the budget request. Thirdly, it must 
again be justified in detail when allocations of appropriated funds are 
requested. It is not unusual for appropriated moneys to be denied or 
delayed at this point. Classified information regarding instances of 
such actions are in the committee’s files. 

Even when funds are allocated, it is again not unusual for them to 
be doled out on a step-by-step basis, requiring detailed reporting and 
justification at each step. 

All three top service witnesses, the Assistant Secretary of the Navy 
(Air), the Assistant Secretary of the Air Force (Research and Develop- 
ment), and the Army’s Director of Research and Development, com- 
plained of this detailed control. They pointed out that it is quite 
appropriate to have major policy guidance from the top, but that 

resent day detailed supervision has a stifling effect on research both 
in destroying the initiative and confidence of the scientists and in 
wasting large amounts of time and money in nonproductive work. 

In a report of June 1958, a study committee of the Air Force 
Scientific Advisory Board reported on this in detail. The group 
stated (in part): 


The past decade has seen a growing tendency within the 
Government and the military to centralize authority, thus 
removing it from the operating units which still have the 
responsibility. This philosophy has seriously affected 
R&D. The typical Air Force R&D project officer, who has 
the responsibility for bringing a technical development or 
weapon system into being, has above him too many officials 
who have or assume authority for controlling critical portions 
of his resources and for approving in detail his project de- 
cisions. This separation between authority and responsi- 
bility, which is widespread, has been bogging down the 
R&D program, and, in many cases, it is dangerously lowering 
the competence of the R&D operating staff. 

Competent people insist on being trusted to do the jobs 
for which they are responsible. If it is the policy not to 
trust R&D operating personnel with the authority that goes 
with their responsibility, then, in the long run, talented 
project leaders will not stay with the Air Force. It is a 
tribute to the patience and loyalty of the many outstanding 
technical men, both military and civilian, who struggle today 
to get the Air Force R&D job done, that more of them have 
not left already. 
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In his testimony, Lt. Gen. James M. Gavin also dwelt on this point. 
He stated:® 


I would say, first of all, we must cut down the time neces- 
sary to make decisions, expedite the decision-making proces- 
ses. I think almost every man concerned with science and 
research who comes up here will tell you the same 
a” ~* 

* * * This is characteristic of the problems with which 
one must deal. By the time the committees review the 
problems and committees on committees look at them, it is 
very difficult. 

The committee is convinced, from this testimony, that a real 
problem exists in the area of increased centralized control of details. 
Many governmental and business organizations have found that it is 
impossible to channel everything in detail through the top. But, as 
described above, military research projects are reviewed on at least 
three occasions at the OSD level. Furthermore, several offices at 
that level are involved in these reviews. For example, some projects 
must clear through the Director of Guided Missiles, the Advanced 
Research Projects Agency, the Assistant Secretary (R&E) and the 
Assistant Secretary (Comptroller), all in the Office of the Secretary of 
Defense. 

There certainly seems to be room for an improved and simplified 
management structure and for a greater degree of delegation of 
operational authority once the basic lines of a project are approved. 

The committee suggests that the Secretary of Defense consider 
increased use of a task force type approach, wherein the group monitor- 
ing a project will include representatives of all offices which the 
Secretary believes should be directly concerned, and the representa- 
tives will have authority (except, possibly, in extreme situations) to 
give approvals for their offices, perhaps after informal consultations 
with their superiors. The committee received testimony that this 
approach has been successfully used in certain limited fields. The 
Assistant Secretary of Defense (R&E), however, indicated a reluctance 
to delegate authority to widen the use of such an approach. 


C. Frnancinac Minirary RESEARCH AND DEVELOPMENT 


1. THE SIGNIFICANCE OF EXPENDITURES FOR MILITARY RESEARCH AND 
DEVELOPMENT 


The importance of improved organization for research and develop- 
ment in the Department of Defense is highlighted by the fact that a 
very high proportion of all scientific research and development funds 
expended under Government auspices is from the budgets of the mili- 
tary agencies. Thus it becomes tremendously important that the 
organization of military research from the top down should enhance 
the operation of the military programs which they support and be in 
harmony with our entire economic system. A closer look at overall 
expenditures reveals the key position of the Department of Defense. 


* Research and Development (pt. 1.—Background Testimony), hearings held January 15-February 12, 
1958, before the Executive and L egisls itive Reorganization Subec ymmittee of the Committee on Government 


Operations, House of Representatives, 85th Cong., 2d sess., p. 248. (Hereafter cited as Hearings, Research 
and Development, pt. 1.) 
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The approximate total nationwide cost of research and development 
in the natural sciences and engineering in 1957 approached $10 billion, 
according to the National Science Foundation. Research in Govern- 
ment agencies during that year approximated $1.4 billion, while 
another $1.2 billion went for research carried out by educational insti- 
tutions and other types of nonprofit organizations. Private industry 
conducted research at an estimated level of about $7.3 billion during 
the same year. ° 

Although complete information is lacking, some estimates show that 
the Federal Government provided a bit more than half of the $10 
billion, with industry supplying about two-fifths from its own funds. 
Universities and other nonprofit organizations probably furnished no 
more than 4 percent of the total. 

Of the funds used by industry for research and development (the 
$7.3 billion mentioned above), approximately one-half came from 
Federal Government sources. These industry funds were primarily 
devoted to defense-type work; about one-third in the fields of aircraft 
and missiles with nearly 19 percent in electrical equipment. In other 
words, half of our total industrial research effort was carried out in 
those industries which the military services depend upon for the 
development and refinement of weapons. The other concentrations, 
each amounting to about 8 percent of total expenditures, were found 
in the fields of machinery and chemicals. 

From the industrial standpoint, research is akin to the risks and 
expectations involved in capital investment as in drilling for oil or 
searching for a rare mineral; the returns are seldom predictable. This 
is particularly true where basic research is concerned and it is partly 
responsible for industry’s limited effort in this area. The National 
Science Foundation defines basic research as that “type of research 
which is directed toward increase of knowledge in science. It is 
research where the primary aim of the investigator is a fuller knowl- 
edge or understanding of the subject under study, rather than a 
practical application thereof.” Since this kind of research has an 
uncertain payoff from the standpoint of technology as well as product 
usability, it is not surprising that the proportion of total industrial 
research reported as basic is very small, whether supported by industry 
or from Government sources.!! In 1956, the most recent year for 
which information is available, basic research performed by industry 
amounted to over $254 million, or about 4 percent of the total cost 
of research and development performed by industry. 

Only a small proportion of the Federal Government funds support- 
ing basic research goes to industrial firms; the major recipients are 
colleges and universities. The large participation ot the Federal 
Government is evidenced _ the total support of basic research during 
fiscal year 1957, namely, $210.7 million. Some of this, of course, 
would include research cialiuaiil out to nongovernmental labora- 
tories. Of particular importance is the relatively small amount 
obligated for basic research by the Department of Defense for this 
time period, about $31.1 million.” 


18 The above breakdown from Martin R. Gainsbrugh, Allocation of Resources to Research and Develop- 
ment, paper presented to the conference on research and development and its impact on the economy, 
sponsored by the National Science Foundation, May 20, 1958. 

11 Tbid. In its studies of research being done by industry the National Science Foundation interprets 
industrial basic research as encompassing research projects which represent original investigation for the 
advancement of scientific knowledge and which do not have specific commerical objectives although they 
may be in fields of present or potential interest to the individual company. 

12 Above data supplied by National Science Foundation. See also Basic Research—A National Resource, 
National Science Foundation (Washington: 1957). 
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2. THE EXTENT AND EFFECT OF REDUCTIONS IN RESEARCH AND 
DEVELOPMENT BUDGETS AND EXPENDITURES 


The testimony of the top research men in each of the military 
departments and of the Assistant Secretary of Defense for Research 
and Engineering uniformily emphasized the need for steady and ade- 
quate research ‘and dev elopment budgets. All pointed out that the 
steady drop in the purchasing power of the research dollar and the 
enormous increase in the complexity of modern weapons systems 
require that more money be put into military research and develop- 
ment. This, through fiscal year 1958, had not been done. 

Figures supplied by the Office of the Secretary of Defense show 
that in 1958 it took $1.61 to purchase the amount of research that 
$1 could buy in the 1947-49 base period. (See chart, p. 30.) In 
addition, weapons complexity has multiplied many times. For 
example, Assistant Secretary of the Navy Garrison Norton testified 
that since World War II, airplanes have increased by four times in 
complexity. Missiles, guidance systems and use of atomic power 
have complicated the situation even more. Assistant Secretary of 
Defense (R & E) Paul D. Foote said that the cost of a submarine has 
risen fie chiet $5 million in World War II to $100 million today. 
All this requires more and more research, not only to secure the end 
product, but also to avoid very costly delays and crash research pro- 
grams during the latter stages of development and during production. 
While it is true that the new weapons have greatly increased destruc- 
tive power, this increases rather than decreases the amount and cost 
of research and development required to devise and perfect them. 
The Army’s Director of Research and Development, William H. 
Martin, pointed out to the committee that delays in perfecting and 
producing weapons systems means in these days of itense internation al 
competition, that the weapons may be obsolete before they are avail- 
able. While most of the individual projects on which he is working 
are classified, he did point to the Sergeant missile as one where lack 
of funds has caused serious delays. (Testimony July 14-18, 1958.) 
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How the Price of Defense Research and Development Has Risen 
( Based on 1947-1949 price levels as shown by Department of Defense Index ) 
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The following tables (which have been adjusted to allow for certain 
changes in accounting practices) show that Congress has generally 
appropriated what has been requested for military research and 
development.” The tables begin with years for which the services 
could supply data. It should be noted immediately following World 
War II, expenditures for research and development dropped, but rose 
sharply in fiscal years 1951 and 1952 following the first nuclear explo- 
sion in the U.S. S. R. and the realization of the continued menace of 
Russian ambitions as evidenced by the Korean hostilities.“ 


Research and development budgets 
[Millions] 


Army | Navy | Air Force 
pe RES ie Pa SNPS 


rere ' 
| President’s | Appropria- | President’s Approptie- | President's Appropria- 
tion 











} request tion request tion | request 

| } 
I Aaindttinktivinsd caghaaccuvesceumena sabbaetiha ‘h 190 325 298 298 
1952..... So 439 | 487 425 425 425 425 
WL Pod te 4 450 | 440 498 498 525 525 
a aiteas ‘ dhisheitaatngs 370 | 345 437 394 475 440 
Wn iekitcmétanwetdvanciaeed 355 | 345 437 389 431 418 
1956_.... bintibnede of b6ab debs 307 307 389 389 431 431 
Mv énkutliedicticanutpidcadtios | 372 372 | 440 448 471 1571 
TOU aides cake dasssostises | 350 350 | 74 474 522 522 

| | 


1 Congress added $100,000,000 on its own volition. 


These figures show that in terms of dollars the appropriations, 
in accordance with the President’s request for R&D funds, dropped 
as follows: 





[Percent] 
1953-56 | 1953-58 
II icicle saat is iecMecineihs el ilaneiie leiatt —31.6 | —22.2 
NI anism inn sihpintuso a adhesives enna tse is inchciatatsla Taichi a lige adie na —21.8 —4.8 
BP RONG, nc ct ntivncetadtaddiintieieddl mpnwensiadaaiaiammaid idem | 1—20. 4 —.5 
1 1953-55. 


In contrast, between 1953 and 1958 the cost of research and de- 
velopment rose 23.8 percent (hearings, July 18, 1958). 

These severe cuts in research and development occurred during a 
period when responsible executive officials knew we needed it most. 


On July 14, 1958, the Assistant Secretary of the Navy (Air) told the 
committee: 


Over the past several years, although the dollars available 
that we have made available out of our total research has 
been as constant as we could keep it, the purchasing power 
has gone down. 

As a result of that, we have been very hard put to it to 
purchase new equipment, and this, of course, is at a time 
when we all knew—and I am not talking just possibly 

18 This statement does not apply to the 83d Cong., which in appropriation bills enacted in 1953 and 1954 


cut every military research and development appropriation request. The 82d Cong. cut one request (Army 
in bill enacted in 1952). 


4 The charts produced in appendix 2, at pp. 103-109 show the sharp rise and subsequent fall both in terms 
of actual dollars and of a constant value dollar. 








32 .. RESEARCH AND DEVELOPMENT 


sputnik, I am talking the past several years, when we all 
knew of the gigantic Russian effort in this field and the 
tremendous amount of money that they were pouring into 
all kinds of items, equipment, education and good salaries 
for their scientists. 


The record shows beyond doubt that the reduced actual dollar 
figures were the results of guidelines issued to the services by the Office 
of the Secretary of Defense and other restrictive actions in the process 
of formulating the President’s budget requests. For example, the 
total military research and development budget guidelines were 
dropped from $1,631.4 million for fiscal year 1954 (guideline issued 
on April 7, 1952) to $1,177.0 million for fiscal year 1955 (guideline 
issued on December 9, 1953), $1,174.9 million for fiscal year 1956 
and $1,175.6 million for fiscal year 1957 (appendix 2, p. 132). The 
guidelines follow instructions formulated by the President and trans- 
mitted by the Bureau of the Budget. The instructions are set forth 
verbatim in appendix 2, pages 127 to 131. 

The Office of the Secretary of Defense informed the committee 
that it believed that the best indicators of research and development 
efforts are the amounts obligated for research and development. 
The OSD also furnished the committee with obligation figures ad- 
justed to a constant 1947-49 base period (appendix 2, p.109) as follows: 


Research and development obligations 
[Adjusted to 1947-49 cost index] 
[Millions] 











| Army | Navy | Air Force Total 

| ; 
1950 117.8 | 191.6 193. 5 502.9 
1951__ 252. 4 | 388. 4 293.3 934. 1 
1952. 354. 2 | 447.3 378. 1 1, 179.6 
i aibanbie 313. 0 | 382. 5 384.9 1, 080. 4 
1954. _ 264.8 | 319.3 | 310.1 | 894. 2 
1955 234.5 258. 3 | 331.9 | 824.7 
Se eiccehanhncddadien 245.8 307.0 | 327.2 | 880. 0 
DT atte a case than sontawne inanwacenmudecs | 245.3 328.5 | 327.9 | 901.7 
es crarskeaecad eae e eke | 264.8 328.0} 317.8 | 910.6 


1 Estimated. 


These figures show that in terms of a constant dollar value, the 
following has occurred to research and development obligations: 


Research and development obligations 


[Adjusted to Defense Department Research and Development Index] 


Army: 
Seereoe is or 2 eee Down 33.8 percent. 
LOS BGs aids ene n ecb eee Down 25.1 percent. 
Navy: 
PPS oo ete noc x bce Down 42.2 percent. 
ED te SO a ake a bs ai nila ep ec ae ee Down 26.6 percent. 
Air Force: 
te .. 5s deen cs a> o dad ooo Down 19.4 percent. 
Asics cecaetioanciepowamnekea Down 17.9 percent. 
Total: 
ORE os cas catinnnmes ance oe Down 30 percent. 
pe 6. sce eel. wee aes Down 22.7 percent. 


A breakdown of these figures (hearings, July 18, 1958) shows that 
the nonmissile research and development program has declined (on 
an adjusted basis) steadily from $972.2 million in fiscal year 1953 to 
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$623.7 million in 1958. The missile program dropped 32.7 percent 
from fiscal years 1953 to 1955 ($214.4 million to $144.5 million). It 
was not until 1957 that the missile R&D program regained its fiscal 

ear 1953 level. In 1958 it was about 34 percent above the 1952 level, 

ut several years had been lost catching up with the program the new 
administration had cut so drastically for fiscal years 1954, 1955, and 
1956. The fiscal year 1953 budgets referred to above, were, of course, 
enacted in mid-1952. 

These figures, of course, take into account only the drop in the 
purchasing power of the dollar. They do not reflect the increased 
cost of research due to the increasing complexity of modern weapons 
systems. ‘The increased amount and cost of research flowing from the 
increased complexity was emphasized by all service witnesses. 

The Navy Assistant Secretary for Air, the Air Force Assistant 
Secretary for Research and Development, and the Army Director of 
Research and Development all testified that we are not keeping up in 
research and development. The Assistant Secretary of the Air Force 
told the committee, on July 15, 1958: 


Now, this leaves the large middle area of technical develop- 
ment, the invention of components to suffer along on those 
parts of the resources that are left over from these other two 
efforts, you see. 

We do not have adequate support at the present time for 
the technical development area. I am afraid this will have 
an effect in the period 2 to 5 years from now, of either making 
our weapons systems development program grossly more ex- 
pensive because we will have to undertake on certain develop- 
ments in the light of the building blocks that are necessary, 
or we just will not have adequate weapons systems develop- 
ment. 


On July 17, 1958, the Director of Research and Development of the 
Army, William H. Martin, testified: 


Mr. Lantaan. Do you have a feeling that you are falling 
behind in the research that you ought to be doing? 

Dr. Martin. Very definitely so. I might say this, taking 
into account the decreasing value of the dollar, inflation, and 
also the matter of the increased maintenance of the facilities 
required to carry out the research and development work, in 
the fiscal year 1959 our budget is over $100 million more than 
it was in 1955, but so far as effective dollars to carry out re- 
search and development activities are concerned, we will have 
no more resources than we had in 1955. 


Earlier Col. J. R. Deane, Jr., had testified that in fiscal year 1958 
the Army would have had to have $103 million more than it received 
to maintain the same research and development level of effort it had 
in 1955." 

The committee believes that the Congress, the executive, and the 
public should be fully aware of the serious lag that has occurred in our 
military research and development program. Congress demonstrated 
by its action in appropriating even more than the President had 
requested for fiscal year 1957 that it realized the seriousness of the 


8 Hearings, Research and Development, pt. 1, p. 272. 
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situation long before the Russians launched their sputniks. Public 
opinion and Congress must insist that the President authorize the 
Department of Defense to fund and carry out the type and size of a 
military research and development program those directly charged 
with our military affairs believe is necessary for the security of our 
Nation. 

As the staff report in appendix 2 shows, the record is replete with 
instances where research and development funds have been withheld 
after they have been appropriated, to the disruption of planned 

rograms. For example, in fiscal year 1955 the Army was directed 

y the Secretary of Defense to carry over $48 million in R & D funds 
and this was cut out of the next year’s budget. In 1957 Congress 
appropriated $100 million in additional funds to the Air Force, 
but one-half of this was administratively withheld. Both the Army 
and the Navy were suddenly and unexpectedly required to fund 
certain missile projects which previously had been funded out of other 
appropriations, from their R & D appropriations after the appropria- 
tions had been justified and passed, thus causing a complete re- 
programing of R &D operations and effectively reducing the planned 
and justified programs. Lt. Gen. James M. Gavin also testified 
to the disrupting effect of such expenditure cuts (hearings, Research 
and Development, pt. 1, 85th Cong., 2d sess. p. 269). The devastating 
effects of the late 1957 expenditure limitations are discussed in a 
following section and will be only mentioned here. 

The record certainly supports the complaint of the service witnesses 
that the military research and development programs have been 
seriously hampered by administratively imposed fiscal gyrations and 
expenditure restrictions. It must be remembered that each time a 
program is upset and each time a project must be rejustified where 
money is being doled out on a step-by-step basis, a tremendous number 
of valuable man-hours are consumed in redtape and paperwork to the 
detriment of the actual accomplishment of research. 

In his testimony Dr. William H. Martin, Director of Research and 
Development in the Department of the Army, stressed the need for 
optimum funding of military research development. This refers to 
the financing of research and development projects at a level that, 
considering the limitations of facilities, technical problems, etc., the 
optimum rate of progress can be achieved. Certain difficulties arise 
under current yearly appropriation and expenditure levels when it is 
decided that a specific project requires acceleration. In order to 
secure optimum funding for such a project today means that funds 
must be transferred from projects which although less significant 
cannot be dropped and then resumed at a later time. Consequently 
these projects are financed at a lower level and the time period for 
their development is stretched out. Dr. Martin felt that at the 
present time an insufficient number of the most important projects 
could be financed on an optimum basis. When asked for the remedy, 
he replied that adequate financing for these projects could be secured 
by “faster allocation of funds”’ (testimony, July 16, 1958). Unfortu- 
nately, all tendencies in recent years have been toward slowing down 
the use of funds. It is hoped that current proposals to increase the 
Department of Defense’s emergency fund will provide some oppor- 
tunity to secure optimum funding for projects requiring it. 
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In the new organization of the Department of Defense, the Secre- 
tary should insure that every effort is made to establish the military 
research and development program on the basis of stable expansion 
to meet our Nation’s needs in a framework of appropriations and 
fiscal controls which will be tools to advance research progress rather 
than roadblocks to impede it. 


8. EXTENT OF SUPPORT OF RESEARCH AND DEVELOPMENT BY PRODUC- 
TION AND PROCUREMENT FUNDS 


There appears in section I of appendix 2 (p. 90) a statement dated 
April 17, 1958, prepared in the Research and Development Branch of 
the Budget Division, Office of Assistant Secretary of Defense (Comp- 
troller), designed to show that tremendous amounts of money are 
spent on research and development from other appropriations, par- 
ticularly from procurement and production funds for development, 
test, and evaluation items. 

The April 17, 1958, statement is vigorously disputed by the Army 
Director of Research and Development, Dr. William H. Martin 
(appendix 2, p. 161). Dr. Martin points out that the statement 
includes the total cost of many items that are being procured for 
actual use but which may have only a relatively small amount of 
testing remaining. He contends that instead of crediting Army 
research and development with $553 million, $923.9 million, and 
$935.9 million of procurement and production funds for fiscal years 
1957, 1958, and 1959, respectively, R&D should have been credited 
with only $265.9 million, $233.5 million, and $232.3 million. 

If Dr. Martin’s figures are correct, not only does the April 17, 1958, 
statement grossly exaggerate the amounts being spent for research 
and development from procurement and production funds, but it also 
presents a rising trend which does not in fact exist. 

The accuracy of the April 17 statement hinges on the acceptance of 
its inclusion of all so-called “nonstandardized” procurement items. 
For example, the complete cost of tooling up for and the initial 
production of the Thor and Jupiter intermediate range ballistic 
missiles is credited to research and development even though it has 
been announced that they will be deployed for use in the very near 
future. A similar situation exists in the case of the B—58 bomber, 
now scheduled to supersede the B-52. 

The committee concludes that although the April 17, 1958, state- 
ment is based on a true fact (i. e. that procurement and production 
funds support a substantial amount of research and development), 
the figures and trends shown in the statement are in dispute and 
should not be accepted as accurately portraying the extent of research 
and development support from other appropriations. 

The statement and the ensuing argument do, however, demonstrate 
the need for great improvement in budgeting and accounting for mili- 
tary research and development. 


4. THE PROBLEM OF RETRENCHMENT 


Usually, important research proposals are carefully reviewed over 
periods running to many months before final approval takes place. 
Yet it too often happens that retrenchment impressed from on high 
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has taken a terrible toll. There have been numerous instances where 
research groups have been organized, costly apparatus prepared, and 
skills develope d, but before the experiment could be carried to the 
agreed completion date the funds were withdrawn and the project 
suspended. 

One example is the first-class-rocket investigation at the Naval Re- 
search Laboratory. Support has been withdrawn twice since World 
War IT, yet this work was the forerunner of the research on the in- 
strumented earth satellite. Doubtless, had this rocket effort been 
continuous, the program for the Vanguard satellite would have moved 
along faster." The effect of a steady pressure to economize on 
research is further exemplified by the research and development budget 
of the Department of the Army. The original request for basic re- 
search dropped from $34 million in 1953 to $28 million in 1958. This 
comes into even sharper focus with increased costs and a dollar of 
lowered value.'? 

The problem of cutback in military research during the past year 
crystallized in July 1957, when the administration imposed ceilings on 
the expenditure of funds already appropriated by Congress. These 
ceilings, apparently ordered by the Executive Office of the President, 
were ‘Implemented by Secretary of Defense Wilson. A number of 
directives were issued, culminating in a directive of August 17, in which 
the Secretary of Defense ordered in effect the transfer of about 10 
percent ($170 million) of research and development funds to produc- 
tion and procurement.”® 

The military services were given no direction, guidance, or advice 
from the Secretary of Defense or of his Assistant for Research and 
Engineering as to how the cuts were to be applied. They were forced 
to adopt quickly whatever means were available to stretch out the 
funds but cancellations of many contracts with industrial firms and 
universities were unavoidable.” 

The committee staff found that in the Navy and Air Force over 300 
contracts were knocked out as a result of these actions. Of these less 
than a third had been reinstated as late as July 1, 1958. The Army 
was able to avoid cancellations of contracts by “stretching out” 
agreed completion dates. But there were difficulties, some of which 
are discussed below, under (c), page 39. 

It was felt that these cancellations were of sufficient importance that 
the committee should make a survey of the effect upon each of the 
contractors involved. Although the results of this study are not 
complete, some of the findings are pertinent to report at this time. 

In nearly every case there was extreme disappointment over the 
arbitrary and unheralded manner in which the cancellations were 
carried out. In most cases the projects had been initiated by 
the Government and many months of negotiation had taken 
place before the research teams were organized, contracts signed, and 
work gotten underway. Then, with work partially completed and 

16 This does not mean that research programs should never be cut, for in any large research program there 
may be projects that reach dead ends. Good administration of research would call for review by competent 
means, with prompt discontinuance of failing efforts. It has been suggested that Congress insist on such a 
policy (hearings, Research and Development, pt. 1, pp. 125-126). 

17 Hearings, Research and Development, pt. 1, p. 268. 

18 The history of this action is set forth in appendix 2, p. 98 ff. 

19 One of the many summaries of this action appearsin the article by George A. W. Boehm, The Pentagon 
and the Research Crisis, Fortune, February 1958, pp. 135 ff 


2 On the surface, this appears difficult to understand in view of one of the first orders of the new Secretary 
of Defense, Neil McElroy, to reinstate all research funds. 
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without warning, a telegram arrived ordering the work to be halted 
immediately, “for the convenience of the Government.” As might 
be expected, the smaller contractors appear to have been hit hardest, 
but vigorous complaints were not limited to this group. The action 
was so sudden that there was hardly time to raise any question of 
technical performance. In some cases the Government project officer, 
himself, was not aware that the termination notice had been sent 
from another echelon. Apparently the major consideration was the 
amount of money estimated to be available on the contract. 
(a) Direct effects 

(1) Protests—Some of the major complaints of the contractors 
include the following: 

(a) Sudden termination notices are unplanned, unfair, and do 
not provide for an orderly conclusion of work. 

(b) Since the project is broken off before the crucial latter 
stages can be completed, there is little if any value to the Govern- 
ment. Oftentimes the costs of closing the contract are equal to 
what the normal completion would have entailed. 

(c) There is a lowering of morale among all scientific personnel 
including those who remain in the laboratories as well as the ones 
laid off. 

(d) Research teams are broken up and the accomplishment of 
objectives is delayed or defeated. 

An industrial research laboratory commented that: 


On the basis of 14 years’ experience in the performance of 
sponsored research and development, we are convinced that 
procurement of such services cannot be satisfactorily handled 
under rules and regulations appropriate to procurement of 
supplies and materials. 


(2) Research at university laboratories—The university research 
centers pointed out, in general, that Government funding gyrations 
often require a rapid expansion or shrinkage of research programs. 
These laboratories find it simply impossible to gear their organizations 
to meet such vicissitudes without devasting effects. 

Consider the situation of a large midwestern university which 
suffered 3 cancellations in 1 branch laboratory. This particular team 
of 10 scientists was engaged in providing studies, design, development, 
fabrication, instrumentation, and testing services to the military on 
high-speed rocket-propelled test vehicles. This group had also 
designed the HEP bomb (an antitank, low level, conventional warfare, 
air-to-ground missile system), as well as certain work in the infrared 
instrumentation field. The termination was of such magnitude that 
university officials went to the military ceater for a discussion of 
alternatives. Although it was agreed all around that the research 
was necessary, the stark reality of fund shortage created by the 
instructions from higher echelons could not be overcome. The result 
was a breaking up of the research team whose special capabilities 
could not be replaced. 

The current retrenchment caused a large southern university to 
realize a drop of approximately $340,000 in contract work for the 
first half of 1958 as compared with the last half of 1957. This was 
due not only to the unexpected terminations, however, but also to the 
failure of the Government to initiate new contracts. 
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(b) Indirect effects 


Sudden cancellations may have effects that go much beyond the 
immediate group which is hit the hardest. 


reported: 


One of the Nation’s outstanding research organizations, an Ohio 
firm, has given us these terse comments on the effects beyond the 


Our ordnance department, with some $100,000 in Govern- 
ment research and development contracts active, was badly 
demoralized. Many engineers and technicians requested 
transfers. There were three separations indirectly attributa- 
ble to this termination. (The contract in question involved 
less than $37,000.) 


immediate contract terminations: 


* * * our subcontracted programs which were suddenly 

terminated at the same time, apparently because the cor- 
responding prime contracts were cut off or reduced in amount 
by unilateral Government action. Also * * * we suffered 
a practically complete 8-month stoppage in the normal flow 
of new Air Force and other Department of Defense contract 
awards. 

The complete effects on our organization of all these most 
unusual actions cannot be thoroughly identified and set 
down on paper, for they even involve the psychological effect 
of these well- publicized actions on our regular “industrial 
sponsors of research, and on the national economy as a whole. 
But we feel sure that this family of sudden unilateral deci- 
sions and actions on the part of responsible Government 
policymakers has contributed significantly to such far- 
reaching developments * * * as: 

(1) An actual reduction in our staff from more than 
2,600 persons in June of 1957, to a little over 2,300 in 
June of 1958. This has sents at a time when our na- 
tional requirement for effective scientific defense activi- 
ties would appear to be greater than ever. 

(2) A presumably temporary, but extended and gen- 
eral, increase in receipt of requests for bids coupled with 
a drastic decrease in contracts awarded to us. The effect 
of this was to divert technical personnel from research 
work to the preparation of proposals. Although Gov- 
ernment procurement agencies had no immediately avail- 
able funds, they continued to request many proposals 
which all of us now realize never had a chance of being 
funded. Also, other competent research and saleaiced 
organizations that had suffered sudden termination of 
their Government research activities greatly intensified 
competition for the prospective research programs on 
which bids were requested. 

(3) An increase of at least 10 percentage points, 
viewed over the entire period, in our actual overhead 
rates (from about 50 percent before to over 60 percent 
now). This situation has not settled down even yet to 
mid-1957 levels. This has resulted from the costs of 
making many sudden and unexpected adjustments in 
our staff and general operations. 
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In the committee’s questionnaires answered thus far there was no 
instance of a quarrel with terminations based on good technical 
reasons. These are expected, but, as one company stated succinctly: 
“There should also be a realization on the part of the Government 
that a contract is indeed a contract.” 


(c) Meeting the retrenchment through ‘‘stretchout.”’ 


(1) Army—The Department of the Army was able to avoid out- 
right cancellations of research contracts by arranging for delays in 
completion of the contracts, but these “‘stretchouts’” had perverse 
repercussions. The following examples of problems were supplied 
to the committee: #! 


Due to expenditure limitations placed upon the Army by 
the Department of Defense, no research and development 
contracts citing fiscal year 1958 funds were awarded in the 
ground-mobility program during the first 6 months of the 
fiscal year. 

In the area of quartermaster research and development, it 
has been necessary to extend the completion date of 69 
contracts. This is resulting in delays ranging from 2 
months to 1 year in meeting schedules for completion of 23 
research tasks and 46 developmental items. ‘This involves 
such areas as simplified food logistics components, radiation 
preservation of food, and rough terrain forklift tractors. 


In addition, it was necessary in the engineer research and develop- 
ment program to withhold the awarding of new contracts citing fiscal 
year 1958 funds which would have resulted in expenditures in the first 
half of the fiscal year. This slowed progress in the fields of mine 
detection, mobility, and target location as award of the following con- 
tracts was deferred 3 to 6 months: 

Electromagnetic consultants conference 

Data-processing computer for Dixie 

Nuclear light source study 

Research on new temperature-sensitive phosphors 
Floating storage base terminal 

Automatic controls for 12-inch high-pressure pumping unit 
Standard filter-separator design 

Development of improved engine accessories 

(2) Navy.—In addition to terminations noted above, the Depart- 
ment of the Navy also found it necessary to “‘stretch out” a great many 
research and development contracts. This action was the direct re- 
sult of delayed apportionments as well as expenditure limitations. 
Listed below are several examples of contracts from one Bureau 
(Ships) which show the critical losses caused by unplanned retrench- 
ment (see exhibit 4, appendix 2, pp. 112-114, for details on these and 
other examples): 

NObsr-72682: Rescheduling added $15,000 to costs and 
resulted in an additional delay of 5 months at the testing 
laboratory. 

NObsr-—72553: This is an example wherein the contractor, 
rather than cut back, moved ahead on his own funds despite 
official warnings. If the contractor had not proceeded, a full 
year would have been lost in the shipbuilding program. 


%1 Hearings, Research and Development, pt. 1, pp. 270-271. 
29529—58——4 
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NObsr-—72025: Through the vicissitudes of funding and 
refunding as well as loss of technical personnel this contract 
was delayed 9 months and the additional cost rose to 
$120,000. 

NObsr-72928: Delay on this contract resulted in reassign- 
ment of personnel. Negotiations were continuing as of May 
14, 1958, with a delay of 9 months and increased costs 
approaching $27,000. 


The significance of a decision at a high level can have catastrophic 
effects farther down the line. Contractors faced with cancellation or 
stretchout must adjust by breaking up research teams, transferring 
personnel or funds or borrowing money to fill the gaps. If the project 
is reinstated, a new start entails repetition of much of the work that 
had been done before. 

With the successful launching of Sputnik I in October 1957, and the 
veritable explosion of public concern which followed, the foolish 
imprudence of the research and development cut was apparent to 
everyone, including the new Secretary of Defense, Mr. Neil McElroy. 
The latter moved to restore the research and development funds which 
had been cut only 2 months before. Some projects were revived, but 
in many cases the damage was and continues to be well-nigh irrepa- 
rable. 

The reason given by administration witnesses for the 10 percent cut 
in the research and development appropriation and for the other re- 
strictive actions in August and September of 1957 is that since the 
public debt was approaching the statutory debt ceiling, cuts in ex- 
penditures had to be made. 

It is true that at times in the latter half of 1957 the public debt did 

come to within about $500 million of the ceiling. However, it should 
be noted that the administration had permitted the statutory debt 
limit to drop from $278 billion to $275 billion on July 1, 1957, without 
asking Congress to extend the temporary $278 billion limit despite the 
fact that the fiscal difficulties could be foreseen. 

It should also be noted that the August 17, 1957, directive was more 
than an expedient to delay or reduce the rate of expenditures. That 
directive did in fact cut away 10 percent of the appropriation for re- 
search and development and instead made it available for procure- 
ment of other items. Thus the order was not directed at expenditures; 
it was, instead, directed at appropriations which (being ‘‘no-year’’ 
appropriations) would not have been more than partially expended in 
the 1958 fiscal year anyway. Since the effect of the order was to make 
the appropriation cut from research and development available for 
procurement of other items, it does seem that the Secretary of Defense 
seized upon the expenditure crisis as an excuse for cutting a long-term 
“no-year” research and development appropriation. 

The committee is continuing its study of the effects of the 1957 cut- 
back. There is no doubt that many thousands of dollars were wasted 
and even more serious, many thousands of more hours of brainwork 
and physical work on very important projects went down the drain. 

As the Navy has indicated (appendix 2, p. 112) it may be rather 
fruitless to attempt to point to any particular order affecting 1958 
fiscal year expenditures as the cause of the fiscal year 1958 retrench- 
ment in research and development. The Navy notes that initially 
$101 million of appropriated research and development funds were 
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withheld. The record also shows a related series of directives from 
the Secretary of Defense were issued in the period of May through 
August 1957 designed to secure reductions in expenditures. The fact 
is that one or more of a series of orders issued by the Secretary of 
Defense, culminating in an order aimed directly and unmistakably 
at military research and development, did serious damage to the pro- 
gram in the first half of fiscal year 1958. 
The Navy summed up the situation neatly as follows (appendix 2, 
p. 112): 
Until the expenditure limitation was raised in November 
1957, it was difficult to tell which of the actions enumerated 
above was most restrictive. Since the means to accurately 
predict and control expenditures was lacking, the initial ex- 
penditure limitation was probably controlling and prevented 
maximum use of apportioned funds. The lack of firm and 
reasonable plans early in the fiscal year caused a great deal 
of extra work. The preparation of procurement requests 
and contract actions was delayed with the resultant late 
start of some contracts and slowdown of others. Because 
of the complex and diversified nature of the Bureau of Ships 
research and development program, it is almost impossible 
to arrive at an irrefutable listing of cause and effect by con- 
tract. Effective research and development requires a con- 
tinuity of good thinking, planning, and work with firm fiscal 
implementation. Prosecution of the research and develop- 
ment program this fiscal year has been more difficult than 
usual. 


When the new Secretary of Defense in October 1957 rescinded the 
August 17, 1957, order, the fiscal crisis was even more serious since by 
that time the effect of the economic downturn on the Government’s 
income was becoming apparent and the impending deficit was even 
more menacing. 

It certainly must be concluded that the 1957 research and develop- 
ment cuts were not necessary fiscally and were unwise from the stand- 
point of the national interest. 


5. CONTROL FACTORS IN RESEARCH AND DEVELOPMENT BUDGETING 


The Department of Defense cannot be intelligently approached 
without an awareness of its awesome size. With greater funds and 
personnel than all the rest of the National Government combined, it 
is exceedingly difficult to maintain effective control over its extensive 
operations. In addition to its size there is the duality of military 
and civilian control which has many strengths as well as weaknesses. 
There is furthermore, what has been referred to as a “triality” of the 
military services: Each has a high degree of autonomy and is assigned 
the responsibility for developing its new weapons as well as using them 
in case of war.” 

Fiscal planning and control in the Defense Department is carried 
out in a way which is unique to this gigantic Government enterprise. 
Since about 1952 there has been a combining of the work of the Bureau 
of the Budget and the Comptroller (Assistant Secretary of Defense) 


22 Hearings, Research and Development, pt. 1, p. 161. 
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through a joint budget review process which is not carried out like 
this in any other agency. In effect, this gives representation to a 
powerful outside element. By virtue of the fund control, the Comp- 
troller can hardly avoid being involved in matters of strategy and 
policy. One observer has commented: 


Just as the Chiefs (of Staff) argued that their advice was 
solely “from the military viewpoints,’’ (Comptroller) McNeil 
and his associates claimed that their recommendations dealt 
only with “fiscal management.” 


The writer goes on to point out that— 


So long as the Secretary of Defense was unable to arrive at 
an independent balancing of military and fiscal demands, the 
basic decisions on military policy were inevitably the result 
of the political battle of the Comptroller versus the Chiefs.* 


This suggests that budgetary decisions should have the full partici- 
pation of all the resources of the Office of the Secretary of Defense, 
including the Assistant Secretary for Research and Engineering. 
An analysis of the budget procedures in the Office of the Secretary of 
Defense and at higher levels reveals that particularly in the early, but 
very important, phases of budget formulation the Assistant Secretary 
of Defense for Research and Engineering does not have an opportunity 
to participate in the more critical stages of budgetary decision making. 
Instead, the monetary needs of research and development are carried 
to the President and other top officials by the Secretary of Defense 
and his Assistant Secretary Comptroller who have only secondary 
and incomplete knowledge of those needs (appendix 2, pp. 87, 123). 
Of course, the President does have a science adviser, but, again, his 
advice is limited to those matters presented to him, and it is doubtful 
if his field of knowledge duplicates that of the Assistant Secretary 
of Defense (Research and Engineering). 

In this era when effective military research and development is a 
most vital (if not the most vital) element for our national survival, the 
Committee believes that the Assistant Secretary of Defense for Re- 
search and Engineering (or his successor) should participate fully and 
actively in all stages of the budgetary process. 

Doubtless, from a research standpoint, one of the best methods of 
financing is on a program basis. In the Atomic Energy Commission, 
for example, the contract specifies how the money shall be spent and 
the general area of work. The overall problem is to give the Govern- 
ment adequate control over public funds, and at the same time give 
sufficient responsibility for the program to the scientists. Among 
the military agencies engaging in basic research, the Office of Naval 
Research has been singled out as having great skill in the handling 
of research contracts, because Congress has given it some ‘‘no-year”’ 
money permitting advance planning.” This is a kind of revolving 
or “longevity” fund amounting to approximately $20 million. It was 
initiated over 5 years ago for the purpose of assuring scientists of 
continuing support. The fands are replenished each year out of 
current appropriations.” 


33 Samuel P. Huntington, The Soldier and the State (Harvard University Press, 1957), p. 440. 

*% This has been emphasized in the study by Arthur W. Smithies, The Budgetary Process in the United 
States (1955, McGraw-Hill, pp. 260, 261). 

28 Hearings, Research and Development, pt. 1, pp. 140, 141. 

% Discussed in the article by Boehm, op. cit., p. 160. 
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Not all Federal research funds need to be “‘no-year” funds, but 
there should be a sufficient reserve. There is a great need for continu- 
ity in research, particularly for preventing the impact of the fluctua- 
tions of the annual budget cycle. A bill such as H. R. 10293 to 
establish a $200 million scientific research reserve fund would be 
invaluable in stabilizing research projects. 

It seems apparent that the Assistant Secretary for Research and 
Engineering (or his successor) should have a more affirmative role in 
the research and development program. This could be accomplished 
by setting aside for the Assistant Secretary for basic and applied 
research, either as independent funds, or as a proportion (say 10 
percent) of the research and development budgets of the military 
departments, or both. Today the Assistant Secretary for Research 
and Engineering can say “‘no” but he is virtually powerless to effect 
positive action. 


D. SiGniFIcANT PROBLEMS IN RESEARCH AND DEVELOPMENT 
ADMINISTRATION 


1. RESEARCH AND PLANNING FOR THE FUTURE 


(a) Advanced weapons research 


The primary aim of the military professional is to achieve victory in 
warfare. Our Armed Forces team, therefore, must be the strongest 
that we can produce, and in constant readiness to protect our national 
interests. The weapons which are called upon for use should be of a 
quality that will inspire confidence. Unless these weapons in being 
are of such caliber, and have been proven to full satisfaction, their 
reliability may be questioned. Thus, new or novel weapons of the 
future may be resisted by today’s military professionals ” who ob- 
viously must fight with the weapons at hand. This aspect of military 
training has been recognized throughout history; for example, it was 
stressed at least as far back as Plato in his instructions for training 
the soldiers of The Republic. Regardless of how much a military 
agency may wish to concern itself with new or novel weapons of the 
future, its primary mission of achieving victory in battle with the 
weapons in being must necessarily overshadow other considerations. 

Although scientists acquainted with the basic military research pro- 
gram have called for an expanded effort in fundamental research by 
the Department of Defense, the military branches, despite a general 
recognition of their responsibility, have been hindered in their pro- 
grams by the rising costs of developing and producing weapons. 
Coupled with the imposition of budget ceilings this has tended to place 
a “‘squeeze’’ on funds for fundamental research.” This “squeeze’’ was 
emphasized before the committee by Dr. C. C. Furnas, who stated 
that during his tenure as Assistant Secretary of Defense for Research 
and Development he was ordered to deemphasize basic research as an 
unnecessary luxury.”* This problem is discussed in detail in section C 
of this report. In this connection, Colonel Kintner mentions the 
proposal of the National Science Foundation to the Bureau of the 
Budget that such research be part of the civilian program, then con- 








27 An opposite effect may take place in that the fighting man, seeing the great improvements in weapons 
being wrought through scientific advance, will expect too much from weapons technology. There is 
evidence of this in the upsurge of basic and applied research by the military agencies in recent years. 

28 Kintner, William R. Forging a New Sword, A Study of the Department of Defrmse. New York, 
Harper & Bros., 1958, p. 103 

29 Hearings, Research and Development, pt. 1, p. 185. 
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cluding that whatever the organization, it is essential that the 
Government’s basic research be adequate for Defense Department 
needs. 

Another problem facing the military program, discussed by Colonel 
Kintner, is the division of authority over weapons between the Atomic 
Energy Commission and the military agencies. Here, responsibility 
for research and development in nuclear weapons rests with the 
Atomic Energy Commission rather than with the military services. 
In commenting on efforts to meet this problem through increased 
coordination, Colonel Kintner feels that “we have not been successful 
either in bringing about a fully rational and unified program or in 
speeding the processes of innovation and adaptation, either with re- 
gard to weapons or with respect to the forces using them.” * With 
the advent of the new National Aeronautics and Space Administration 
this situation may be even more accentuated. 

The military officers in the research agencies of the armed services 
are in a difficult position. Many who have been encouraged by their 
military branch as well as personal interest will by virtue ‘of spending 
most of their careers in technical work forego almost all chance of 
advancing to high ranks and seldom if ever rise to the general or flag 
officer ranks. Although there are probably no specific regulations 
against promoting those who stick to a specialty, the officer who does 
somehow seems to get lost in the shuffle. 

Of particular note is the fact that the two most important scientific 
posts in the Army and Navy, the Director of Research and Develop- 
ment, and the Chief of Naval Research, are often assigned to officers 
nearing retirement. Of the 6 men who have headed the Office of 
Naval Research since its founding in 1946, 4 have retired before 
completing their terms and by taking positions with industry or 
foundations." 

The furtherance of research on the conception and design of radically 
new or novel weapons, the kind of basic investigation referred to as 
“strategic research and development” by an emphatic exponent, 
Dr. L loyd V. Berkner, has been considered by this committee over a 
period of several years.*? This position calls for advanced or long- 
range research to be carried out under direct civilian control rather 
than under the control of a military department. 

The present organizational arrangement in the Office of the Secre- 
tary of Defense, wherein certain advanced research is being conducted 
under the aegis of the civilian-operated unit known as Advanced 
Research Projec ts Agency, would seem to be carrying out this concept. 
From a listing of the projects which this Agency ‘has initiated thus far, 
however, it appears that the majority of the research is being assigned 
to the military services for administration by them. Another con- 
sideration is the obligation for military a research which has 
taken the bulk of the funds available to ARPA 

In summary, the crux of the problem has to do with direction and 
control. Like the biblical adage of “rendering unto Caesar those 
things which are Caesar’s * * *” those weapons which have been 
proven but need continuing refinement should continue under direct 
military administration. ‘This is not to say that the military services 


30 Kintner, op. cit., pp. 103, 104. 

31 Boehm, op. cit., p. 158. 

%2 See particularly: Hearings, Research and Development, pt. 1, p. 147; also Organization and Administra- 
tion of the Military Research and Development Programs (Committee on Government Operations), 
H, Rept. No. 2618, 83d Cong., 2d sess., pp. 68-70. 
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should necessarily be prevented from doing whatever research seems 
pertinent to them, even including fundamental research which has 
long-range implications for the future. The important point is 
that there should be a reasonable amount of research looking toward 
the distant future, particularly the development of radically new and 
novel weapons, and under the direct control and administration of a 
civilian agency. 
(b) Long-range planning 

The tremendous upsurge in the Nation’s scientific effort and the 
fact that the very nature of research looks to the future calls for our 
best efforts to stimulate and improve long-range scientific develop- 
ment. Coupled with the problem of assuring that immediate needs 
are being met is the equally important task of expanding and improv- 
ing scientific and technical resources to meet long-term requirements. 

This more far-seeing look is the result of the actual time span which 
occurs in the initiation and development of such complex air weapons 
as the B—-58 bomber or one of the new intermediate range or inter- 
continental missiles. From the time of basic research and original 
conception through the laboratory models, tests, and prototype de- 
velopment, to the actual production stage, more than a decade may 
transpire. Our history of weapons evolvement is replete with in- 
creasing complexity and with this comes the greater time requirement. 

There is some question as to whether the defense program is or- 
ganized for vigorous planning at the OSD level as well as in the mili- 
tary departments. Unless our planning there is forward looking and 
alert, particularly with respect to weapons and weapons systems, 
the whole organization bogs down and things fail to move. The long 
lead time required from the inception of a new weapon through the 
laboratory and drawing-board stages and into production may run 
up to 5 or 8 years, even longer; thus it becomes vital that cognizance 
be given to long-range planning. The need for this future look has 
been expressed before our committee.® 

This concept of far-ahead planning is known to military agencies, 
although there is little inclination to look beyond the 3- to 5-year 
period. Some of the most detailed efforts in the technological areas of 
aeronautical research, for example, were attempted at the behest of 
Gen. H. H. Arnold, Chief of the Army Air Forces in late 1945. At 
that time he commissioned his Scientific Advisory Group, headed by 
Dr. Theodore Yon Karman, one of the world’s outstanding aero- 
nautical scientists, to analyze important developments both here and 
abroad and to evaluate their effects in relation to the future of air 
power for as far as two decades ahead. This report came out in 
several volumes; the summary issues were entitled: “Toward New 
Horizons” and ‘‘Where We Stand.”” This study, originally a classified 
document, has proven to be amazingly accurate in predicting guide- 
lines that aeronautical developments have followed during the past 
13 years.*4 

A new effort to probe into the technological future was launched by 
the Air Force’s Air Research and Development Command last year. 
Through a contract arrangement, the National Academy of Sciences 
was called upon to carry out a similar study of scientific and technical 

33 Hearings, Research and Development, pt. 1, pp. 166 and 324 


* A popular article on Dr. Von Karman appears in Reader’s Digest, June 1958, taken from a more 
complete article, Saturday Evening Post, October 1957. 
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trends pertinent to the development of the Nation’s air power for the 
next 10 to 20 years. Interestingly enough, Dr. Detlev Bronk, presi- 
dent of the National Academy of Sciences, was able to secure the 
services of the same Dr. Von Karman to direct this new project which 
would include the combined efforts of over 100 of the Nation’s leading 
military and civilian scientists, involving 8 Government departments, 
26 universities, and 20 industrial firms. During 1958 the study is 
scheduled to continue through September.* 

The committee recognizes that the rapid changes in technology and 
the long lead time required from the first research on a weapon, 
through the laboratory and development stages, thence into produc- 
tion may run up to a decade, even much longer. This calls for a 
serious research look into the distant future on the part of those 
who are administering our defense programs. The committee recom- 
mends that the organization for research and development in the 
Department of Defense should encompass the concept of long-range 
planning. 


2. THE PROBLEM OF DUPLICATION AND INTERSERVICE RIVALRY 


Despite the hue and cry of interservice rivalry, competition, and 
duplication, there are some who take what seems to be an opposite 
viewpoint by contending that what is needed in research and develop- 
ment is more duplication, more competition and greater decentrali- 
zation.*® 

The industrial world is held up as the example. In the competitive 
economy a dozen different companies may be striving along similar 
pathways to develop, say, higher energy fuels or tougher tire treads. 
There may be numerous alternatives for the industrial laboratories 
and some may even be trying the same ones. Each company tries 
the path which it deems best. The rewards from the market are 
great for the firm which turns out to be right, but there are severe 
penalties for slowness and mistakes. Thus duplication, competition, 
and above all, uncertainty, are widely recognized as being reasonable 
elements of industrial research and development. Where there are a 
number of pathways to an objective, none of which is certain, several 
must be tried. Flexibility is thus preserved through this ‘kind of 
hedging. Certain biases in industry, however, are fairly well recog- 
nized: ‘The competitive economy, like the military, looks with skep- 
ticism upon fundamental research and explorator y development, 
while banking too heavily on the short payoff, prototype production. 

In some tasks, however, the riskiness of a research project under 
Government auspices may be more deterring than in private industry. 
A failure can be highly embarrassing and may result in much greater 
publicity than a successful project. Another factor of note is that 
research normally takes a long time before bearing fruit; nevertheless 
the time payoff is most eagerly sought. With military research ad- 
ministrators and certain other officials rotating every few years it 
appears that almost everyone above the laboratory wants relatively 

35 Air Research and Cee nt Command news release No. 182-57, June 24, 1957. See also Aviation 
Week, May 19, 1958, p. 

36 See e. g., Burton Klein, A Radical Proposal for R and D, Fortune, May 1958, pp. 112 ff., based on 
the study, What’s Wrong With Military R and D (Rand Corp., p. 1267, Mar. 7, 1958); Charles Hitch, 
The Character of Research and Development in a Competitive Economy, paper given before the Con- 
ference on the Impact of Research and Development on the Economy, Washington, D. C., May 20, 1958 


(also listed as Rand Corp., p. 1297, May 13, 1958). This subject was discussed in Reader’s Digest, July 
1958. 
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fast results—a circumstance which is not favorable to basic scientific 
investigation. 

It is obvious, of course, that the nature of military research is such 
that it cannot be likened too closely with industrial research. Mili- 
tary objectives, although sometimes seemingly obscure, are definite 
enough that there is a requirement for planning and coordination not 
called for in the civilian economy. Furthermore, since Government 
must operate without the kind of decentralization achieved through 
the actions of entrepreneurs in the private economy, and with public 
rather than private funds being risked, the responsible levels of gov- 
ernment must exercise the controls necessary to prevent serious waste 
and malfeasance. 

A highly relevant study sponsored by the Committee for Economic 
Development has emphasized that: 


Research is ‘‘cheap”’ in relation to the cost of a bomber. 
Without great cost the Government can throw its research 
net wide. If projects turn out to be misdirected or prove to 
be failures, not much is lost. Development is also cheap in 
relation to the cost of future procurement programs. ‘To 
spend relatively modest amounts on the development of a 
variety of weapons, some of which will never be used, may 
save billions in future years. Development decisions must 
be taken when the future to which they relate cannot be 
clearly foreseen. With development confined to a narrow 
range of weapons, the Government may find itself precluded, 
at the procurement stage, from the most effective or economi- 
cal choice of weapons. The current tendency in defense is to 
restrict and narrow both research and development on the 
very ground that should result in the expansion of those pro- 
grams, that is, that the future is uncertain. This spurious 
kind of economy can be both dangerous and wasteful.®” 


Although we do not wish to go into great detail on the problem of 
duplication and interservice rivalry, the question of effect upon re- 
search and development has come up time and again. Much of the 
argument pro and con is hampered by the fact that a great deal of 
the work is necessarily of a classified nature and not subject to open 
discussion. However, some examples have been cited such as the 
one below. 

In the rocket and satellite research program, a great deal of atten- 
tion must be given to the difficulties of radio navigation and control 
due to line-of-sight limitations. The laboratory work concerned with 
this ballistic rocket field was of particular interest to a scientist in a 
military research and development center. 

This scientist learned of a project being researched by a company 
in California, which had developed a small rocket utilizing a very 
unusual system of motors thus making possible precise control. He 
also discovered that very little support was being given to this pro- 
gram because of a decision to develop air-breathing engines. Since 
this effort seemed to show great promise for upper-atmospheric re- 
search, the scientist convinced his superiors of the project’s im- 
ortance; the result being that funds were allocated for the program. 
When this action was discovered by another military department, it 


37 Smithies, op, cit., pp. 275-276. 
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protested to higher echelons with the result that the contract for this 
rocket research was canceled. 

Several years later the project was revived and is now an integral 
part of one of the major ICBM projects. Scientists who are familiar 
with this case are convinced that the intense interservice rivalry was 
responsible for this setback.* 

In reviewing the problem of duplication in 1955 the Commission 
on Organization of the Executive Branch of the Government pointed 
out that the officials in the Office of the Secretary of Defense were 
fully aware of the problems and the methods for handling them. It 
was noted, however, that progress would be slow because ‘‘complete 
objectivity is difficult to achieve where individual service self-suffici- 
ency is involved.” * 

In a more recent connection, Assistant Secretary of Defense (R&E) 
Paul D. Foote told the committee on July 18, 1958: 


Mr. Lanican. Would you consider the present develop- 
ment of the Thor and the Jupiter missiles by the Air Force 
and the Army a duplication in research, development, or 
procurement? 

Mr. Foorr. A duplication in procurement. That project 
should have been stopped. Both of the weapons are good, 
there is no question about it, but we cannot develop every- 
thing that comes out of research; therefore, you have to make 
decisions at some point and say—we will develop this and 
stop another one. That is out of the field of research. That 
is after it has passed the basic research stage. 

Mr. Lanican. At what point should it have been stopped? 

Mr. Foors. Well, I am not familiar enough to state, but 
it is evident it should have been stopped some time ago. 

Mr. Lanican. I have been told that for practical purposes 
the Thor and the Jupiter are similar weapons serving similar 
missions and they actually have almost similar components, 
but the difference has been in the management of the con- 
struction of them; is that correct? 

Mr. Foorr. I presume that is so; yes. 

Mr. Lanican. Then in the case of the Jupiter satellite, the 
Army satellite program, and the Navy satellite program, do 
you consider that to be duplication in research, or develop- 
ment, or production? 

Mr. Foorr. I would say that it was too early to make a 
decision there in that field. I think that is in the early stages 
of development. 

Mr. Lanican. Was that in a stage where one should have 
been pushed or the other, or do you think it was proper to 
have both developments going on at the same time? 

Mr. Foorn. I think in that case they both should have 
been encouraged. 

Mr. Lanican. Will you state for the record why that is so? 


38 U, Congress, Senate Committee on Armed Services, Preparedness Investigating Subcommittee, 
seaiiat into Satellite and Missile Programs, hearings, 85th Cong., Ist amd 2d sess., November 25, 1957- 
January 22, 1958, pt. 2, p. 2122. 

# U.S. Commission on Organization of the Executive Branch of the Government, Committee on Busi- 
ness Organization of the Department of Defense, Subcommittee on Research Activities in the Department 
of Defense and Defense Related Agencies, report, April 1955, pp. 24-25 (hereafter cited as Hoover Subcom- 
mittee Report on Research Activities). 
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Mr. Foors. Well, we are in a sort of crash program to get 
some results. I will admit when you are in a crash program 
and the whole object is to get results immediately, it is more 
costly than pursuing it at a low level, but that is what we are 
in for and therefore I would encourage it in that particular 
instance. 


Not only does Mr. Foote give a very striking instance of expensive 
wasteful duplication i in the latter stages of development, but he also 
supports another instance of costly duplication in an earlier stage of 
development. 

Within the services themselves this rivalry in research and develop- 
ment is apparently well understood as has been expressed recently in 
a report of the Scientific Advisory Board, Department of the Air 
Force. This report pointed out that the problem was tied up in the 
intense competition in such roles and missions as air defense, guided 
missile, and space fields, with the result that “the roles and missions 
of the services have become competitive rather than complemen- 


tary.” * This has had a perverse effect on the management of 
research and development. 


3. TRANSITION FROM RESEARCH TO DEVELOPMENT AND PRODUCTION 


The problem of assigning those functions which fall between 
research and development on the one hand and the quantity produc- 
tion of weapons on the other, was pointed out by the Rockefeller 
Committee in 1953. It was recommended that because of the impor- 
tance of this area an official be assigned the responsibility for these 
functions under the Secretary of Defense. This was actually accom- 
plished in Reorganization Plan No. 6 of 1953 which assigned this 
function to the new Assistant Secretary of Defense for Applications 
Engineering. Two years later the Commission on Organization of 
the Executive Branch of the Government emphasized that the sepa- 
ration of this function from research and development had resulted in 
an increasing problem. Following the Commission’s recommenda- 
tion in 1955 for amalgamation of these offices they were finally joined 
together but not until the spring of 1957. 

The Commission emphasized that in research more than one ap- 
proach is not only justified but highly essential. It was pointed out, 
however, that through careful sitters sis of each of the parallel dev elop- 
ments a particular approach could be selected for standardization. 
In some older weapons, refinements are being continually made and 
parallel approaches are not so important. Here the primacy of the 
individual service may be encouraged.“! 

The present organization of the Office of the Assistant Secretary 
for Research and~ Engineering gives evidence that this problem has 
been well nigh insurmountable. There have been many likely 
reasons, among which would be the changes in leadership and the 
difficulties of policy formulation in such a complex environment. 

In the progression from research, through development into produc- 
tion it must be borne in mind that in the industrial world, the move- 


U.S. Air Force, Scientific Advisory Board, Ad Hoc Committee on Research and Development, report, 
June 1958, p. 4. A summary of this appears in Aviation Week, July 14, 1958, p. 30. 

41 Commission on Organization of the Executive Branch of the Government, Subcommittee Report 
on Research Activities, p. 24. 
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ment from research and development into production allows for much 
greater separation. The difference results from the “tempo” of 
weapons development. Time is not taken to “prove in.” Design 
and production are started before development is completed. After 
the possibility of a project has been established, engineering for pro- 
duction usually comes in for the purpose of preparing the details of 
design before going into actual production for use. Preliminary 
engineering for production frequently begins before the development 
is finished, , particularly if time is important. 

During ‘the hearings, there was discussion of the adequacy of De- 
fense Department procedures in determining which research projects 
should be carried into the succeeding stage. In contrast to industry 
where only about 1 of 10 ideas are put into development, in the 
Department of Defense about 1 out of 2 ideas reaches the develop- 
ment stage. Since a project becomes expensive at this later stage, 
it is especially important to determine whether this high percentage 
indicates the development of obsolete and duplicating projects. 

On the basic research level, however, there must be freedom for 
investigating new ideas and an atmosphere in which creativity is 
encouraged. Once this initial stage has passed, however, a certain 
number of projects should be weeded out.” 

One method of exercising this selectivity would be the so-called 

“prescientific analysis of proposed weapon systems.’’ Under this 
procedure the individual services and the Department of Defense pay 
attention at the research stage to the idea’s potentialities and its place 
in future military planning By permitting early decisions as to the 
advisability of development, much can be done toward reducing 
sizable development expenditures on projects which are not worth 
while in the long run. This type of procedure is being used in some 
other countries; the British have been particularly successful. Being 
a small country with few resources, they have been obliged to carry 
out highly intensiv e analyses before dec ‘iding which weapons systems 
will be developed.* 


4. ADMINISTRATION BY COORDINATING BODIES 


The so-called ‘coordinating’? committee has had an interesting 
growth in the research and development organization of the Office of 
the Secre tary of Defense. The ‘ ‘coordinating” committee originally 
tanciioned as an independent entity under the Joint Research and 
Development Board where there was a tremendous task in coordinat- 
ing the research and development programs of the Army and Navy 
immediately following the close of World War II. 

Such committees necessarily achieved results through voluntary 
cooperation although they wielded considerable power by virtue of 
their specialization. This same pattern was carried over into the 
Research and Development Board, and later embodied in the organ- 
ization of the Assistant Secretary of Defense for Research and Devel- 
opment. These ‘“‘coordinating’’ committees operated under charters 
which authorized each of them “to achieve a sound, coordinated, and 
integrated program” in the specific field. In public administration, 
the nathoriiy to “achieve’’ a program means the action to carry it to 


“ Hearings, Research and Development, pt. 1, p. 164. 
® Ibid., pp. 279-281, 285, 286. 
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fruition, a function usually reserved to the responsible executive of 
the organization. The first Assistant Secretary of Defense for Research 

and Development, Mr. Donald A. Quarles, described the majority of 
the membership of the coordinating committees as being military “ 

and stated that he would not be called in unless there was failure to 
agree.*® 

The coordinating committee structure continued without change 
under the administration of Mr. Quarles’ successor, Dr. C. C. Furnas. 
With the amalgamation of the offices into Research and Engineering, 
however, this policy was revised. Henceforth (DOD instructions of 
August 1957, 5129 series) the coordinating committees were to “advise 
and assist”’ the Assistant Secretary “in achieving a sound, coordinated, 
and integrated research, development, and engineering program for 
the Department of Defense.’”’ ‘This policy of advice rather than con- 
trol has continued under the administration of the present Assistant 
Secretary of Defense for Research and Engineering, Dr. Paul D. Foote. 

Rising pressure against the philosophy of committees as a device in 
the Defense Department has been put to a supreme test by the order 
of Mr. McElroy dated May 1, 1958, requiring that, with certain ex- 
ceptions, committees be eliminated, “with a view to accelerating the 
entire decision-making process.”’ 

The problems of review and coordination of highly technical areas 
and gearing or integrating them into the operations of a complex 
organization seem almost unsolvable. There are always the grave 
questions of who is right; the scientist-specialist, the responsible 
military official, or the civilian policymaker. The basic defect of 
these coordinating committees, with the majority of members being 
military officers, was that the military department representatives sat 
as judge and jury in the reviews of projects which had previously 
received the approval of their superior officers. It was no surprise 
that under this coordinating committee procedure, few projects were 
eliminated. 

Turning back to some of our earlier post-World War II experience: 
It has been argued by Dr. James B. Conant“ that the military 
research program proposals should be reviewed by a kind of semi- 
judicial procedure that would hear both sides of the case and then 
make a binding decision. Don Price, former Deputy Chairman of 
the Research and Development Board, agrees with this but points 
out that the crux of the problem is “how to set up the authority to 
make the decision, after both sides have been presented.”” He states 
further that the Research and Development Board could not follow 
such a method because it did not have the independent authority 
that must be the backbone of any judicial system. The Research 
and Development Board committee which might be likened to the 
jury was made up of the litigants themselves rather than persons 
having no connection with the case. 


There was no independent judge. And the Government 
had to rely on the evidence presented by the rival parties 
instead of having its own attorney present the case for the 
public interest.” 


“ Hearings, Organization and Administration of the Military Research and Development Programs, 
—_ 8-24, 1954, Committee on Government Operations, House of Representatives, 83d Cong., 2d sess., 


D. 
“ Tbid., p. 19. 
46 Modern Science and Modern Man (Columbia University Press, 1952), p. 68 
47 Science and Government (New York University Press, 1954), pp. 150-151. 
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Mr. Price goes on to point out the essential difficulty, namely, that 
the research programs were administered in an aggressive way by the 
military services which received the appropriations, prepared the 
plans, and let the contracts. 


By comparison with their dynamic management a slow and 
clumsy system of review by 3 or 4 layers of committees could 
hardly have caught up witb the parade even if all committee 
members had been eager to do so.* 


An officer from the Department of the Army has recently pointed 
out in retrospect that although the Office of the Assistant Secretary of 
Defense (Research and Engineering) is directed toward coordinating 
military cae y on the development and utilization of technological 
innovations, the complexity and size of the Department of Defense 
organization necessitated the creation of a stronger mechanism. 
Consequently about 13 coordinating committees organized along 
functional lines and composed of representatives of military research 
and development offices were continued in power by the Assistant 
Secretary of Defense (Research and Engineering). Despite the 
existence of these committees in such fields as atomic energy and 
missiles, policy decisions continue to be made to a great extent by 
operating staffs who are unaware of the overall view and are guided 
by the narrow interests of their particular projects.” 


5. NEED FOR MANAGEMENT STUDY AT THE OFFICE OF SECRETARY OF 
DEFENSE LEVEL 


Much has been said of the organizational confusion that exists in 
the Department of Defense. There has been considerable criticism 
also of overlapping, duplication, unwarranted delays and many other 
things which tend to break down the efficiency of an organization. 

The first major study of organization of the Department of Defense 
was undertaken by the Rockefeller Committee of 1953. Included in 
its work was the recommendation that the research and development 
activities being administered through a board-type organization 
should be centered under a single official responsible to the Secretary 
of Defense. This was accomplished through Reorganization Plan 
No. 6 of 1953 which placed the responsibilities of the Research and 
Development Board under a newly created position, Assistant Secre- 
tary of Defense for Research and Development. A companion 
position, Assistant Secretary of Defense for Applications Engineering, 
was established to take over certain engineering policy and standard- 
ization functions from the abolished Munitions Board.” 

Increasing knowledge of Soviet technological advances led in 1954 to 
an appraisal of the military research and development efforts by the 
Subcommittee on Military Operations of the House Committee on 
Government Operations (known as the Riehlman subcommittee.) 
This was followed approximately a year later by the work of the Com- 
mission on Organization of the Executive Branch of the Government 
(known as the Second Hoover Commission). Here, a Research Sub- 
committee was given the task of evaluating programs being carried 


8 Ibid., p. 151. 

49 Kintner, op. cit., pp. 96, 97. 

50 This position was later redesignated Assistant Secretary of Defense (Engineering). Department of 
Defense Directive No. 5129.4, October 4, 1956. 





e 


d 
of 
ig 
al 
se 
n.. 
ig 


‘h 


1e 
id 
V 


d 


OF 


m 
er 


se 

in 
nt 
on 
ry 
an 
nd 
re- 
on 
g, 


rd- 


to 
he 
on 
oC.) 

m- 
‘nt 
ab- 
ied 


nt of 


RESEARCH AND DEVELOPMENT 53 


out under the Department of Defense. Each member of the sub- 
committee was a scientist having intimate contact over the years 
with the military research and development programs. Aware of 
the vastness of the problems, the committee recognized that a more 
intensive study would be best. However, in view of time limitations, 
coupled with their own familiarity with the programs it was decided 
to limit the scope of their inquiry. One of the chief results of their 
work from the standpoint of organization was a recommendation 
which had the opposite effect of the one made 2 years earlier by the 
Rockefeller Committee; namely, the amalgamation of 2 of the main 
offices concerned with research and development (the Assistant 
Secretaries for Engineering and for Research and Development.) 
Since early 1956 there has been a “splintering” or dividing of respon- 
sibility for research and development activities at the OSD level. 
This diffusion of authority is evidenced by the creation of a separate 
echelon for guided missiles (March 1956) and the Advanced Research 
Projects Agency in February 1958. Doubtless, changes such as these 
may have been necessary to the times, yet stopping for a more 


profound look might have produced a less costly and more efficient 
organization. 
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APPENDIXES 


APPENDIX 1—HISTORICAL ANALYSIS OF THE ORGANIZA- 
TION OF RESEARCH AND DEVELOPMENT IN THE OFFICE 
OF THE SECRETARY OF DEFENSE 


SECTION I. INTRODUCTION 


The aim of this analysis is to highlight the historical developments 
that have taken place in the organization of research and develo 
ment in the top echelons of our defense effort, particularly since World 
War II. With the recent enactment of the Defense Department 
Reorganization Act of 1958 (Public Law 85-599) a new era may be in 
store for the research, development, and engineering activities of the 
Department of Defense. Among a number of things this new law 
provides that the Secretary of Defense may appoint a Director of 
Research and Engineering who would supervise all research and 
engineering activities in the Department of Defense and direct those 
which the Secretary deems to require centralized management. It 
is understood that this new position would give greater organizational 
status to research, development, and engineering than they have ever 
been accorded in the past. 

This new legislation comes at a most propitious time. Since the 
successful launching of the first Soviet satellite as well as the rapid 
gains being made by the Russians in military weapons and education, 
a considerable amount of both criticism and praise has been heaped 
upon our military research and development efforts. The efforts to 
maintain national security have attained a formidable position in 
American life. The Department of Defense being larger than almost 
all other Government agencies combined, holds a . key. position in our 
Nation’s economy. Money wise, the military research and develop- 
ment activities account for almost half of the total of such activities 
being undertaken in the entire United States. 

At the apex of the Defense organization and in what appears to be a 
most powerful position stands the Office of the Secretary of Defense. 
The research, development, and engineering activities controlled at 
this high level have been evolving through changing patterns since the 
Defense Establishment was created after World War II. 

This analysis, then, will deal with the top echelon which has ad- 
ministered no research operations of its own but rather has been in 
the position of formulating policies and carrying out coordinating 
functions with respect to the defense research and development pro- 
grams which are actually carried out by the three military depart- 
ments. 

Although the various Secretaries of Defense since the unification of 
1947 have had the power to exercise strong control, they have chosen 
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instead to leave the administration of research and development in the 
hands of the military departments. The military in turn have not 
flinched from this, but rather have carried their research programs 
forward resolutely through the years. 

After the first legislation aiming toward unification of the services 
in 1947, a board or committee type of organization was deemed better 
than the single executive type of le ‘adership that flourished under the 
wartime Office of Scientific Research and Development. Due atten- 
tion must be given to OSRD for this organization is generally con- 
ceded to have been the most successful research and development 
operation that has ever been carried out in conjunction with American 
military operations. 

The Research and Development Board, modeled after the Joint 
Chiefs of Staff Committee on Weapons and E rquipment, began vig- 
orously with the best of cooperation between the civilian scientists 
and military officials. After several vears, however, the work did not 
seem to progress very well. The military officials became dissatisfied 
with part-time civilian scientists whom they thought were attempting 
too much control. The scientists, on the other hand, were bogged 
down by the intricate system of committees and the vastness of their 
areas of concern. 

In 1953, following the report of a special study group under the 
leadership of Nelson A. Rockefeller, an organization plan was effected 
whereby the research and development functions of the Office of the 
Secretary of Defense were centered under a single chief, en itled 
‘Assistant Secretary of Defense for Research and Development. 

Increasing knowledge of Soviet technological advances led to an 
appraisal of the military research and development efforts in 1954 
by the Subcommittee on Military Operations of the House Committee 
on Government Operations ( (also known as the Riehlman subcom- 
mittee after its chairman, Congressman A. Walter Riehlman), and by 
the Commission on Organization of the Executive Branch of the 
Government (Second Hoover Commission) in 1955. The chief 
organizational recommendation of the Riehlman subcommittee was 
concerned with the policy which prevented the Assistant Secretary 
of Defense for Research and Development from becoming an operating 
official. The subcommittee believed that the needs of basic research in 
particular were so great that a program should be carried on by the 
Assistant Secretary for Research and Development. 

The Hoover Commission’s view, however, was that the Assistant 
Secretary should keep as free as possible from any direct administra- 
tion of research and development programs. The two investigating 
groups also differed on the question of responsibility for research on 
radically new and novel weapons. The Riehlman subcommittee 
leaned toward administration of this type of research and deve ‘lop- 
ment by a civilian organization, separate from the military. The 
Commission analysis, on the other hand, came out strongly in favor 
of military administration. However, it did recommend that an 
advisory committee be established under the Assistant Secretary of 
Defense for Research and Development to canvass periodically the 
need for studies that could result in radically new weapons systems. 
This recommendation was later carried out by the Defense Depart- 
ment. 
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Although centralized control through the Assistant Secretary for 
Research and Development (later changed to Research and Engineer- 
ing) was the dominant pattern, a splintering or dividing of authority 
for research and development began in 1956. In April of that year 
a separate position was created in the Office of the Secretary of Defense 
for the purpose of coordinating and helping to speed up the missile 
programs. This job was entitled “Special Assistant to the Secretary 
of Defense for Guided Missiles.”” Following the launching of Sputnik 
I, the idea of a separate research echelon to do work in space flight 
and other advanced research began to gain ground. A new Defense 
Department constituent known as the Advanced Research Projects 
Agency was established in February 1958 to carry out research of an 
advanced nature, either by itself or in other ways. With these three 
major entities engaging in research coordination and review at the top 
secretarial level it was necessary to obtain a clarification of the func- 
tions and relationships between them. This was attempted in a joint 
memorandum dated April 7, 1958, and approved by the Secretary of 
Defense. 

The establishment of a Directorate of Research and Engineering as 
envisaged in the Defense Department Reorganization Act of 1958 
portends a clarification of authority and a reversing of the trend away 
from divided control. There may then be a resolving of the question 
of whether there will be a singleness of responsibility in research, 
development, and engineering, rather than dissemination through 
several agencies or offices. 








SECTION II. FOUNDATIONS FOR THE ORGANIZATION OF 
RESEARCH IN SUPPORT OF MILITARY OPERATIONS ' 


A. Evotution THroveH Masor Wars 


In order to have a clearer understanding of the research and develop- 
ment activities under control of the Office of the Secretary of Defense 
it is necessary to take a brief look at the relationship of science to the 
military during previous major wars. In 1863 the National Academy 
of Sciences was chartered by Congress as a means not only of stimu- 
lating the growth of the sciences but also of marshaling science for 
aid in carrying on the Civil War. The services of distinguished scien- 
tists were thereby made available to the Government. 

With the outbreak of the First World War, it was discovered that 
the form of organization carried over from the Civil War was not 
effective for the new emergency. Accordingly, President Wilson, 
by Executive order, created the National Research Council as an 
adjunct to the National Academy of Sciences. The Council was 
then able to obtain the services of scientists who might be proficient 
in their field but not eminent enough to gain Academy membership. 
Supported mainly with funds from the Rockefeller Foundation 
and Carnegie Corporation, wartime university research was spon- 
sored by the National Research Council. The practice at that 
time was for the armed services to commission the scientists and place 
them in Government laboratories when the work progressed beyond 
the fundamental or what we would now call the basic research stage. 
Although this program of scientific research and development repre- 
sented a steady growth, it proved extremely small in comparison. with 
the later demands which World War II was to make on the Nation’s 
scientific resources.’ 


(1) National Defense Research Committee (NDRC) 

During 1940, with war clouds on the horizon, the Council of National 
Defense * established the National Defense Research Committee 
(NDRC) to supplement the research activities of the Army and Navy. 
in close cooperation with the military departments the NDRC 
worked to bring the Nation’s scientific manpower and research facili- 
ties into the defense research and development program. Following 
the precedent of the National Advisory Committee for Aeronautics, 
which had been established in 1915, committees were organized to 
survey research needs and draw up proposals for research projects.‘ 


! This section is based to a considerable extent upon a special study by Dr. Carey Brewer, senior defense 
specialist, Military Operations Subcommittee of the Committee on Government Operations. 

? For background, see Dupree, A. Hunter, Science in the Federal Government, 8 History of Policies and 
Activities to 1940, Cambridge, Mass., Belknap Press of Harvard University Press, 1957, pp. 135-146 and 
pp. 308-330. 

’ The Council of National Defense as established in 1916 consisted of the Secretaries of War, Navy, 
Interior, Commerce, and Labor. During World War I the National Research Council and the Naval 
Consulting Board served as its subordinates in organizing and coordinating research and industrial 
resources for the war effort. With the increasing threat of World War II, President Roosevelt reactivated 
the Council of National Defense. 

* Dupree, op. cit., pp. 369-371. For details of the relationships of science and the Federal Government 
during World War, II, see J. P. Baxter, Scientists.Against Time (Boston, Little, Brown & Co., 1946), and 
Irvin Stewart, Organizing Scientific Research for War (Boston, Little, Brown & Co., 1948). 
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Although most of its projects were suggested by the armed services, 
the NDRC held to its right of independent judgment as to what would 
be undertaken and how it would be carried out. Being a committee- 
type organization, established on a temporary basis, it was under- 
standable that NDRC did not build laboratories or engage directly 
in research with its own staff. Rather, it decided to use the procedure 
of contract research which had been taking shape over a number of 
years. 

An attempt was made to use military contract forms but this failed 
because they were designed mainly for procurement or production 
rather than research. Encrusted with items covering standardized 
military practices they were deemed impracticable for the research 
activities of most academic institutions. A contract was therefore 
worked out to combine maximum freedom in the exercise of scientific 
imagination with necessary safeguards for the protection of public 
funds. With minor improvements, this form (standard form 1001) 
was also continued in use by the successor agency, the Office of 
Scientific Research and Development, until demobilization at the end 
of the war.5 

From the outset it was apparent that NDRC would be working 
mainly through educational institutions. Although contracts were 
entered into with some of the larger firms, industrial laboratories were 
already heavily committed to the increasing production demands 
being made on industry by the Armed Forces. Nevertheless, during 
the first year, NDRC was highly successful in carrying out its primary 
mission—the mobilization of science for research on military weapons. 
Toward the end of this period, however, it was apparent that being 
limited to research on weapons alone was too narrow. The ideas 
being crystallized into weapons were not discernible on the battlefield; 


the gap which corresponded to engineering development would have 
to be filled. 


(2) The Office of Scientific Research and Development (OSRD) 

It was in recognition of the fact that civilian science would have to 
extend its services virtually to the factory assembly line that the 
President, in June 1941,° created the Office of Scientific Research and 
Development within the Office for Emergency Management. From 
that occasion forward research was coupled with Sorel to 
become standardized in Government terminology. The OSRD oper- 
ated a committee-type structure under which scientists had become 
familiar in the National Research Council. But there was not the 
same distinction of World War I between the scientist in the university 
doing research and the scientist in the military service working on de- 
velopmental aspects. Furthermore, the director was given the full 
administrative responsibility of a line organization, and had direct 
access to the President. There is little wonder, then, that Dr. Van- 
nevar Bush, as head of OSRD, could deal with military leaders on at 
least equal terms in pushing a specific weapon in which they might not 
be interested. 

The OSRD was organized in such a manner that it gave civilian 
scientists the authority to coordinate, supplement, plan, and perform 
scientific and medical research pertaining to national security. The 


§ Stewart, op. cit., pp. 191-199. 
6 Executive Order 8807, June 28, 1941. 
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National Defense Research Committee (NDRC) was continued as 
an advisory rather than an administering body. A Committee on 
Medical Research, and an Advisory Committee were also established. 
It was through the Advisory Committee that the military branches 
were able to contribute their ideas, as the Secretaries of War and 
Navy each selected a member. The Advisory Committee was, how- 
ever, under the chairmanship of the civilian Director of OSRD. The 
Chairmen of the NDRC and the Committee on Medical Research 
together with the Chairman of the Nationa] Advisory Committee for 
Aeronautics completed its membership. Although OSRD was directed 
to cooperate with the military branch in formulating plans, it possessed 
and exercised the power to offer advice and review the research pro- 
grams of other Government departments including the armed services. 
It was also given the authority to ‘serve as the center for the mobiliza- 
tion of the scientific personnel and resources of the Nation * * *” 
and to “initiate and support scientific research on the mechanisms and 
devices of warfare with the objective of creating, developing, and 
improving instrumentalities, methods, and materials required for 
national defense.’”” OSRD could, therefore, develop innovations apart 
from military requirements. It was, in addition, given authority to 
perform research for other nations.’ 

Thus, as a result of pressure from civilian scientists, an organization 
was created in which the scientist from the university and the civilian 
engineer were able to furnish impetus and leadership in mobilizing 
the Nation’s resources for fulfillment of military needs. The work of 


OSRD has been described as— 


a group of highly gifted, patriotic men, who in time of grave 
national emergency saw a job which needed to be done, 
sought and received authority to do it, and then carried it 
through in a manner which was successful beyond even their 
fondest dreams.*® 


The successfulness of this group’s task rested to a great extent upon 
adequate liaison with the armed services, so that effective cohesion was 
established at both the top and at project levels. The OSRD not only 
needed to be aware of ‘“formal’’ military requirements but to become 
so familiar with military operations that it could see the possible 
implications of new technological ideas. Unlike the armed services 
which of necessity concentrated on immediate needs, the OSRD had 
the responsibility of carrying out research on radically new weapons. 
In certain instances it not only developed these weapons but took the 
initiative in gearing them into wartime operations, sometimes in the 
face of military resistance. 

The military resistance to new developments generally continued 
only until the operational effectiveness of the weapon had been demon- 
strated. One example of this opposition has been described by Lloyd 
V. Berkner as follows: 


* * * Tn the case of the naval single-place night fighter, those 
naval men who worked closely with the OSRD in its develop- 
ment literally staked their reputations on its success. Early 
in the war, the idea of a night fighter operating from carriers 
was met with actual derision. But, as soon as exp:rimental 


Ibid. 
* Stewart. op. cit., p. 332. 
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night fighters had been built and operated from carriers 
against actual targets, all resistance to their employment 
disappeared. Thereafter, night fighters could never be pro- 
duced fast enough to meet the enthusiastic requirements of 
the Navy. In this present day of complete acceptance of 
carrier-based night fighters, it is difficult to realize the resist- 
ance which was generated to such an obvious weapon during 
its development.’ 


Dr. Berkner also pointed to the w artime resistance to proximity fuses 
and microwave radar and concluded, ‘“‘Almost every weapon devised 
from radical concepts that subsequently proved successful met with 
the same kind of resistance.” © 

Although by no means a radically new weapon of the type envisioned 
above, the amphibious truck, known as ‘‘dukw’’ was another innova- 
tion which had to be proven. During World War II the shortage of 
ships was aggravated by delays in unloading vessels once they had 
reached their destinations. In an effort to provide adequate facilities 
for prompt unloading from ship to railroad siding, the OSRD decided 
to convert an existing Army truck into an amphibious vehicle. Thirty- 
eight days after Vannevar Bush made this decision, an experimental 
model had been constructed by industry and had undergone a test 
demonstration. Although the results of this test were good and im- 
provements continued to be made, the Army and Navy were cool 
toward procuring the dukw. It was not until December 1942, 
6 months after successful tests, that the military leaders were con- 
vinced of its merits and approved dukws for military operations. By 
August 1945, 76 dukw companies had been established and over 
21,000 of these amphibians were being utilized."' One observer has 
commented that— 


The persistent efforts of OSRD, continuing beyond research 
and development into salesmanship, training, and tactical 
doctrine, gave the Allies a priceless vehicle which played a 
role of the first importance in the greatest amphibious oper- 
ations in history.” 


With the conclusion of World War II it was obvious that questions 
would be raised concerning the administration of research in the post- 
war period. During the war OSRD had exercised powerful discre- 
tionary authority and had been able to recruit the Nation’s outstand- 
ing talent for the war effort. In peacetime these scientists returned 
to their former activities. Responsibility for the direction of military 
research and development, including that of a more basic nature, once 
again rested with the Armed Forces. 

Nevertheless, the organization of military research in no sense 
reverted to its prewar status. As a result of the OSRD’s success, the 
civilian scientist continued to play a dynamic role in public service. 
His advice had come to be esteemed in the Nation and was often called 
upon in military research as well as in civilian applications. Indeed 





*°U. S. House of Representatives, Committee on Government Operations, Subcommittee on Military 
Operations, Organization and Administration of the Military Research and Development Programs, 
hearings, 83d Cong., 2d sess., June 8-24, 1954. Washington, U.S. Government Printing Office, 1954, p. 631 
(hereafter cited as Riehlman subcommittee hearings). 

10 Tbid. 

" Baxter, op. cit., pp. 247-251. 

12 Tbid., p. 251. 
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the stature which the scientist has assumed enabled him to express 
his opinion on even broader questions of governmental policy. 

The research activities of OSRD, measured in dollars, was below 
that of the Navy Department and less than half that of Army. 
Nevertheless, it was considered a brilliant success by virtue of its 
achievements in the weapons field and the inception of a new relation- 
ship between Government and science. 


B. CoorpInaTION THROUGH THE RESEARCH AND DEVELOPMENT 
BoarpD 


As the end of World War II approached it became obvious tbat the 
Office of Scientific Research and Development would not continue 
for long. The needs of reconversion problems were such that the 
staff could not remain. The scientists were sorely needed at the 
university or industrial laboratories from which they had come. The 
scale on which the OSRD had conducted research, of course, was 
much too large for what were then thought to be the requirements 
of the peacetime military role. Aware of this, the military depart- 
ments began to seek a means of administering the research funds they 
would receive. 

Thus, even before the National Security Act of 1947, an agreement 
between the Secretaries of War and Navy established the Joint 
Research and Development Board (JRDB) to assist in correlating 
and coordinating the research and development programs of the Army 
and Navy. The structure of this Joint Board did not grow out of 
the structure of OSRD. Instead, it was from the Joint Chiefs of 
Staff Committee on New Weapons and Equipment—a military rather 
than a civilian agency. A number of committees were established; 
these committees in turn created panels to study particular problems. 
The committees functioned as independent entities charged with ob- 
taining and analyzing information about Army and Navy research 
programs and with recommending programs, policies and the allo- 
cations of responsibility for projects as between the services. This 
approach emphasized conciliation and voluntary agreement since 
noncooperation by either service arm would tend to vitiate Board 
decisions. But, with the passage of the National Security Act (July 
1947) the research activities of the military departments were to be 
coordinated by a Research and Development Board (RDB) which 
absorbed the JRDB. 

There was actually little change in the JRDB; it was formalized 
within the framework of the newly created National Military Estab- 
lishment. The duties, however, were broadened and it was made 
responsible for preparing an integrated military research and develop- 
ment program. The Board was also given policymaking authority 
over the military’s relationships in this field with other agencies, but 
on the whole its function was advisory. It was directed to make 
recommendations on methods of keeping pace with scientific develop- 
ments and on the assignment and coordination of research and de- 
velopment among the armed services; it was to advise the Joint 
Chiefs of Staff on research and development as related to military 
strategy.’ Further power was given to the Research and Develop- 


3 U, 8. National Military Establishment. Research and Development Board, History and Functions. 
Washington, June 1948, p. 1. 
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ment Board when in 1948 the Secretary of Defense authorized it to 
act for him on all research and development matters not involving 
major policy. 

Broadly speaking, the Research and Development Board was 
responsible for research and development activities up to the point 
of the availability and approval of the equipment for use by the 
military service. Another organization which was carried over from 
earlier days, the Munitions Board, had as one of its duties the responsi- 
bility for the procurement, production, and supply of equipment for 
service use. 

The Research and Development Board was composed of a civilian 
chairman and two representatives each from the Departments 
of Army, Navy, and Air Force (appointed by the respective Secre- 
taries). At first, all six of these departmental representatives were 
flag or general officers, but in accordance with the National Security 
Act Amendments of 1949, the membership was changed to include one 
Under or Assistant Secretary from each of the military departments. 
The work of the Board was performed by a 6-member Executive 
Council and some 15 technical committees as well as numerous 
specialized panels. In 1949 there were 76 such panels listed on the 
official roster of the Research and Development Board. By 1953 
this had grown to over 100 active committees, panels, and working 
groups, on which over 2,000 names were listed. 


C. AssSESSMENT OF RESEARCH ADMINISTRATION BY COMMITTEES ** 


In actual practice the military departments dominated the com- 
mittees of the Board. Since the function of the Board was to sit in 
judgment on the research activities of the military services, the 
military representatives could hardly be expected to act counter to 
their senior officers on projects previously approved by the military 
departments. 

It has been said that the wartime Office of Scientific Research and 
Development was such a recognized success because it was in aggres- 
sive competition with the military research programs. It was essen- 
tially a civilian agency wherein the scientists had full authority to 
use their own judgment in deciding the kinds of weapons that should 
be developed. They worked closely with military officers and in 
cases of disagreement were in a position to go directly to high Govern- 
ment officials even up to the President. The Research and Develop- 
ment Board committees, on the other hand, were established with 
the power to make binding decisions only within their areas of spe- 
cialty. These same scientists apparently were under the misappre- 
hension that they could make effective decisions in the military re- 
search program. They soon found that this seeming authority was 
short lived. Since the research programs were budgeted from moneys 
appropriated to the military services and administered by line officers, 
it was only natural that the military departments resisted any at- 
tempts at outside control. Furthermore, they were readily able to 
withstand any efforts of the Research and Development Board that 
might be unfavorable to them. This counterpressure of the military 


14 This analysis is adapted largely from the study by the former Deputy Chairman of RDB, Don K, 
Price, Government and Science (New York University Press, 1954), particularly pp. 129-131 and 147-150, 
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officials was carried out rigorously for it was their prerogative and 
responsibility to decide what research work was needed. 

The determination of military research needs in technical terms 
means the authority to determine “requirements.”’ Since these re- 
quirements were the basis for the development of weapons systems it 
was easy to argue that the Research and Development Board com- 
mittees did not have the right to suggest changes in the requirements 
“that would make it easier for scientists and engineers to get sub- 
tantially the same results with greater certainty or more economy.” 
Obviously, the military officials as full-time professionals were not 
about to let their own programs come under the control of part-time 
consultants from outside the Government. 

At one time, in order to prevent overlapping and duplicating among 
research programs, there was an effort to allocate certain research 
programs to particular military agencies. This effort, however, was 
thwarted by the jurisdictional competition between the military serv- 
ices. In military terms this is the competition for “roles and mis- 
sions” between the services. It was not difficult for the military 
service to see in scientific research a potent device for the development 
of its own tactics and strategy in such a way as to enhance its im- 
portance in competing with the other services. Thus it becomes 
apparent that no one service would be willing to trust to any other 
the carrying out of its research program. 

The Board was actually allocated a proportion of the funds appro- 
priated for military research and development so that it might initiate 
projects of its own. In practice, however, these expenditures showed 
a decline because certain of the chairmen failed to exercise their 
authority. 

In his study of the problems of relationship between Government 
and science, Price discusses the disappointment of many scientists 
with the use of advisory committees by the Department of Defense. 
This dissatisfaction arose not from a desire for more committees but 
from differing concepts as to their policymaking roles. In specialized 
fields with limited applications the wise executive is usually ready 
to accept the scientist’s advice, but this willingness does not extend 
to broader, more controversial areas of public policy or to those 
fields in which private interests are involved. Here the scientist 
himself may sometimes err in disregarding those aspects of the problem 
which are unrelated to his specific field and in assuming that as a 
specialist his advice is purely objective.’ 

In evaluating the committees favabieliie under the Research and 
Development Board, Price recognized the benefits from part-time 

articipation of civilian scientists in military programs. Neverthe- 
ess, he felt that there were distinct disadvantages which ultimately 
resulted in the 1953 proposal of the Rockefeller Committee to dis- 
continue the Board. The basic weakness of the Board lay in its 
inability to provide advice on broad policy questions. The civilian 
scientists usually could spend only 10 or 15 days a year with the 
Board and consequently could give advice only in areas of their full- 
time professional expertise. As a result the committees had to be 
organized according to such subject fields as aeronautics and atomic 
energy rather than by “operational categories” dealing with warfare 


16 U. S. House of Representatives, Committee on Government Operations, Subcommittee on Military 
Operations, Organization and Administration of the Military Research and Development Programs 
(24th Intermediate Report of the Committee on Government Operations). Report 2618, Washington, U.S, 
Government Printing Office, 1954, p. 72 (hereafter cited as Riehlman subcommittee report). 

16 Price, op. cit., pp. 129-131. 
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problems, for example, amphibious eye air combat, etc. The 
committees were doubtless of considerab help but they proved 
unable to effect the necessary coordination and policy guidance. To 
do this would have required scientists covering too vast a range of 
subjects. Furthermore, the Board’s full-time staff failed to achieve 
the degree of cooperation with the military services and Joint Chiefs 
of Staff, which might have served to alleviate the problem. Price 
concluded that: 


* * * the Research and Development Board, although it 
was the highest echelon in the scientific structure of the 
Department of Defense, did very little to lead the Depart- 
ment to take a unified look at the future of whole systems of 
weapons in relation to strategy. Instead, it tended to bog 
down in a detailed review of the specific scientific programs 
of the military departments and in efforts to prevent over- 
lapping and duplication among them.” 


A possible solution to the problems of scientific-military cooperation 
is establishment of a civilian agency, which, operating independent of 
military requirements, would be free to engage in basic research and 
to develop promising ideas. Price pointed out that such an organiza- 
tion existed on a limited scale during World War II as the “Few 
Quick” subdivision of OSRD. With a direct line of responsibility 
to the President, it hastened acceptance of the Loran navigation system 
and the ground ‘controlled approach radar. Lloyd V. Berkner, presi- 
dent of Associated Universities, Inc., has suggested that a civilian 
agency similar to the OSRD be established to carry forward research 
and deve ‘lopment in the areas of radically new weapons. Price was in 
general agreement with the plans for a civilian agency, stating— 


The Department of Defense would be stronger if it con- 
tained a small, flexible, and enterprising experimental organi- 
zation entirely independent of the military services and 
reporting directly to the Secretary of Defense."® 


D. Cuancreover From Boarp-Tyrre StrructurRE TO A SINGLE 
CoorRDINATING OFFICIAL 
(1) Rockefeller Committee 


An interesting aspect of American Government is the role played 
by special committees, professional societies, and other groups in 
studying, discussing, and formulating recommendations to correct 
organizational and other problems. There has been no dearth of 
these in the field of military research and development. Prominent, 
too, has been the work of individuals, particularly those who have led 
the study groups. Among these, probably the most well known from 
the standpoint of reorganization of top echelons in the Department of 
Defense is Mr. Nelson A. Rockefeller. 

At the request of Secretary of Defense Wilson in February 1953 
Mr. Rocke‘e er became chairman of a Committee on Organization of 
the Department of Defense, which included Gen. Omar N. Bradley, 
Vannevar Bush, Milton S. Eisenhower, Arthur S. Flemming, Robert A. 
Lovett, and David Sarnoff. The Rockefeller report, published in 
April 1953, set forth four compelling goals for the future: (1) that 
lines of authority and responsibility within the Department of Defense 


7 Tbid., p. 147. 
8 Tbid., p. 176. 
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should be unmistakably clear, (2) the Secretary must be in position to 
clarify the roles and missions of the services, (3) planning must be 
based on the most effective use of our scientific and industrial re- 
sources, and (4) the organization must effect maximum economies 
without i injuring military strength and necessary productive support. 
The work of this committee is significant, for among its many recom- 
mendations on reorganization of the Department were a number 
which vitally affected research and development. 

The committee pointed out a salient weakness of the Research and 
Development Board, the carrying out of functions through complex 
administrative mechanisms and the rigidity of membership in the 
committee-type structure. The recommendations embodied a com- 
plete changeover from policy direction of research by a board, to a 
single coordinating official under the Secretary of Defense. This new 
official would be known as Assistant Secretary of Defense (Research 
and Development). 

At the same time it was recognized that there should be an assign- 
ment of those functions which fell between research and development 
on the one hand and the quantity production of weapons on the other. 
Appraisal was needed as to the suitability of new developments for 
the purposes intended; 


* * * their reliability, simplicity, and economy of produc- 
tion, especially for production by existing machine tools and 
other facilities; and their ability to fit into a complete 
weapons system. 


Some of these duties had been performed under the Research and 
Development Board while others were under a companion organiza- 
tion, the Munitions Board, particularly engineering policies and 
standardization problems. It was recommended that the official to 
be responsible for these functions under the Secretary of Defense 
be called Assistant Secretary (Applications Engineering). Further- 
more, it was recommended that the Weapons Systems Evaluation 
Group, an organization established in 1949 to carry out special tech- 
nical studies on the utility of newer weapons in relation to strategy 
and tactics, be strengthened and made administratively responsible 
to the Secretary of Defense through the Assistant Secretary of Defense 
(Applications Engineering). 

A further recommendation dealt with the relation between modern 
science and strategic planning for warfare; specifically that the Joint 
Strategic Survey Committee, as the top advisory body to the Joint 
Chiefs of Staff on overall strategy, be greatly strengthened. This 
included reinforcing with well-qualified re presentatives of pertinent 
professions. Two key functions were emphasized for the JSSC, 
namely, this should be the agency to work out the integration of new 
weapons into established weapons systems, and should make pro- 
posals for the use of completely new weapons in the plans dealing 
with future war. 

The Weapons Systems Evaluation Group (WSEG) and the Joint 
Strategic Survey Committee (JSSC) of the Joint Chiefs of Staff are 
responsible for providing the military branch with advice on the 
development and effectiveness of weapons systems. Despite the 
apparent similarity in their roles, each has a different function and a 
different organizational position. The WSEG, established in 1949, 
receives administrative support and direction from the Assistant 
Secretary for Research and Engineering and is concerned with analyz- 
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ing the comparative merits of different weapon systems. Its evalua- 
tions furnish the bases for actions by the Joint Chiefs of Staff and 
other constituents of the Office of the Secretary of Defense both with 
regard to the application of specific types of weapons systems and in 
formulating broader strategic plans. On the other hand, the JSSC 
considers the implications of new technological breakthroughs for 
weapons systems. It thus is slanted toward the effects of radically 
new weapons upon strategic planning for the future. The JSSC 
reports to the Joint Chiefs of Staff; although it is a separate unit 
with a somewhat autonomous status. 


(2) Aftermath of the Rockefeller report 

Surprisingly quick action resulted from the work of the Rockefeller 
Committee. In accordance with its general recommendations, Re- 
organization Plan No. 6 of 1953 was approved and became effective 
on June 30, 1953. The present organization for the direction of re- 
search and development policy may . considered as a direct outgrowth 
of the Rockefeller recommendations. The movement away from the 
board-type organizational structure progressed somewhat further as 
the result of additional changes which came later. 

Creation of the Office of the Assistant Secretary for Research and 
Development represented a marked departure from the Research and 
Development Board organizational concept. Through the consolida- 
tion of functions and the reduction of personnel and units under the 
leadership of a single individual acting for the Secretary of Defense, 
it supplied a more effective instrument for the centralized control of 
policy. 

The control which the Assistant Secretary for Research and Develop- 
ment was able to exercise over funds allotted to the research and 
development activities of the three military departments also made 
possible more effective direction at the Secretary of Defense level. 
Although Congress appropriates research and development funds 
directly to the military services, the Assistant Secretary for Research 
and Development was able to influence the use of these funds through 
his recommendations to the Secretary of Defense, who controls the 
actual expenditure or obligation of appropriated funds of all three 
military departments. 

Other aims of the new office were to provide policy guidance for all 
research and development projects conducted by the military depart- 
ments, to collaborate with other Assistant Secretaries in matters 
affecting research and development, and to cooperate with other 
organizations, governmental and nongovernmental, concerned with 
scientific activities related to the national defense." 

There is no doubt that the motivation for reorganization of research 
and development efforts at the secretarial level was well intended. 
The model for the division as between applications engineering and 
the research-development operation was based upon industrial ex- 
perience and appeared to be the most feasible approach. Very soon 
after the reorganization, however, it became apparent that these two 
functions were so closely related that the best progress could not be 
expected unless some kind of amalgamation took place. In such a 
large-scale organization as the Department of Defense it proved im- 
practicable to carry out the extent of separation found possible in a 
private industrial enterprise. By the latter part of 1954 difficulties 
were such that the staffs of the two offices were combined to a degree.” 


1® Department of Defense Directive No. 5128.7 dated November 12, 1953. 
*® Department of Defense Instruction No, 5100.3, issued October 27, 1954. 








SECTION III. APPRAISAL OF THE ADMINISTRATION OF 
RESEARCH AND DEVELOPMENT THROUGH THE OFFICE 
OF THE SECRETARY OF DEFENSE 


A. Tue Riew~MAN Report 


The Committee on Government Operations has had a long-con- 
tinuing interest in scientific research activities. In 1954, the committee 
became aware of a number of acute problems in the organization and 
administration of military research and development programs. This, 
coupled with increasing knowledge of Soviet technological advances, 
led to an investigation of certain aspects of these programs. The 
purpose was ‘‘* * * to determine whether the Nation’s scientific 
human resources are being utilized to an optimum degree in carry- 
ing out our military preparedness program.” ?! A field study was 
conducted during which selected military research and development 
centers were visited. Attention was drawn to problems having to do 
with civilian-military relationships (particularly, civilian scientists 
working under military supervision), the administration of research 
and development through a military organization, and the confusing 
of research funds with military support funds.” 

Immediately thereafter, hearings were held by the Military Opera- 
tions Subcommittee, chaired by Congressman R. Walter Riehlman, 
with the purpose of openly discussing some of the issues which ap- 
peared to be causing the most concern. The report of the subcom- 
mittee which was adopted by the full committee, discussed the 
organization of the military departments and the Office of the Secre- 
tary of Defense for carrying out research and development programs. 
The fact was emphasized that no research or development projects 
were initiated by the Assistant Secretary of Defense for Research and 
Development inasmuch as no funds were available. However, all 
projects initiated by the military departments had to be approved 
by this office.”* 

Although the subcommittee was aware of the Defense Secretary’s 
policy of ‘keeping the Assistant for Research and Development from 
becoming an “‘operating”’ official, it was believed that an exception 
was warranted because of the eres it need for basic research over and 
above that being provided through the National Science Foundation 
and the universities. Impressed with the critical need for new 
knowledge to increase our mijitary potential for new weapons, the 
committee recommended that such a program be initiated with funds 
authorized for this purpose under the Assistant Secretary for Research 
and Development.” 

21 Riehlman subcommittee hearings, p. 3. See also Riehlman subcommittee report, p. 1. 
22 Riehiman subcommittee hearings, pp. 2-3. 


23 RiehIman subcommittee report, p. 7. 
% Tbid., p. 10. 
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In view of the key position of the Assistant Secretary of Defense 
for Research and Development, certain recommendations were trans- 
mitted directly to him as follows: * 


That immediate steps be taken “to direct the formu- 
lation of a uniform policy, applicable to all military depart- 
ments, designed to prescribe the conditions necessary for the 
most effective administration of military research and 
development programs in order to assure maximum attrac- 
tion and utilization of our national scientific facilities. The 
subcommittee further recommends that the Secretary of 
Defense direct the Secretaries of the Army, the Navy, and 
the Air Force to implement vigorously such a policy.” 

That a uniform policy be formulated “in the organiza- 
tion of military research and development activities to pro- 
vide that the civilian technical directors be assigned specific 
authority and responsibility for technical direction. The re- 
lationship between the technical director and the command- 
ing officer should be unequivocally clear.” 

3. “* * * consider the advisability of physically separat- 


ing military support activities from military research activi- 
ties.”’ 


B. Tue Report oF THE COMMISSION ON ORGANIZATION OF THE 
ExecuTIVE BRANCH OF THE GOVERNMENT 


(1) Focus of concern at the top echelon 


With the establishment of the Commission on Organization of the 
Executive Branch of the Government * (known as the Second Hoover 
Commission) to study governmental operations and recommend im- 
provements, a research subcommittee was set up under the Committee 
on Business Organization of the Department of Defense. This sub- 
committee was given the task of evaluating programs, also determining 
degree of cost and overlap of the research and development activities 
of the Department of Defense and related agencies. Since each 
member of the subcommittee was a scientist with intimate contact 
over the years with the military research and development programs, 
the subcommittee decided that a detailed examination was not 
necessary.” The study was therefore— 


* * * limited to an analysis of the various organizational 
patterns for the establishment, control, and administration 
of the research and development programs, the mechanisms 
for cooperation and mutual support among the organizations 
involved in the programs, the many aspects of the complex 
professional personnel problem for both the military and the 
civilian, the various metheds of tying and bonding to the 
civilian science and technical community, and the relation- 
ships with the military field forces.” 


Although the subcommittee was concerned with administration of 
research and development at all echelons, the focus at the level of 


23 Ibid., pp. 47-48. 

26 Public Law 108, 83d Cong., approved July 10, 1953. 

77U. S. Commission on Organization of the Executive Branch of the Government, Committee on 
Business Organization of the Department of Defense, Subcommittee on Research Activities in the Depart- 
ment of Defense and Defense Related Agencies Report, April 1955, p. 1, see also p. 3 (hereafter cited as 
Hoover Subcommittee Report on Research Activities). 

8 Ibid, p. 2. 
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Office of the Secretary of Defense was on the operations of the two 
Assistant Secretaries of Defense for Research and Development and 
Applications Engineering. In its approach to the analysis of coordi- 
nation and integration of research and development activities of the 
military departments the subcommittee pointed out two major ele- 
ments which would affect the rate of progress, namely, the professional 
capacity of the people in the program, and the “traditional attitudes 
of self-sufficiency of each of the three forces.”’ * 


(2) Organizational means for administering research and development 
responsibilities 

The subcommittee observed that the Assistant Secretary for 
Research and Development had established three organizational de- 
vices in order to assist in carrying out his responsibilities for coordina- 
tion of military research and development activities; a Research and 
Development Policy Council, coordinating committees, and advisory 
panels. 

(a) The Policy Council included from each military department the 
Assistant Secretary and the senior military officer having cognizance 
over research and development matters, as well as civilian and military 
representatives from the Office of Assistant Secretary of Defense 
(Applications Engineering). The subcommittee characterized this 
council as having 


* * * the possibility of evolving into the most potent and 
effective instrument of control of the research and develop- 
ment programs. It could well develop into the most effec- 
tive instrument for minimizing the undesirable effects of 
“service self-sufficiency” in the research and development 
and weapons areas.*° 


(6) Thirteen coordinating committees were established, each respon- 
sible for planning and integrating a specific area of research and 
development. Membership generally consisted of service representa- 
tives as well as the Assistant Secretary for Research and Development. 
The Hoover Commission subcommittee noted that: 


Each committee acts as a staff mechanism for achieving 
sound, coordinated, and integrated programs in its area. 
If the members of a committee arrive at a unanimous view, 
the members are responsible within their respective depart- 
ments for the execution of that department’s share of the 
program through appropriate channels. In case of disagree- 
ment within the committee, the matter is referred to the 
Assistant Secretary of Defense (Research and Development) 
for decision. 


It was the view of the investigators that— 


* * * this coordinating committee mechanism is good or- 
ganization. It should provide an adequate and effective 
mechanism for program establishment and control. The 
subcommittee commends it.! 


2 Ibid, p. 11. 
% Ibid., p. 12. 
41 Ibid., p. 13. 
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(c) Through 11 advisory panels, consultants with special compe- 
tence from the science and technology community study the technical 
sectors of military research and dev emeaiuenl After due study, each 
panel and its subpanels advise the cognizant coordinating committee 
of their findings. The Hoover subcommittee stated that: 


The advisory panel structure is an orderly mechanism for 
maintaining contact with the civilian research and develop- 
ment community and for obtaining its advice. It is a sound 
organizational concept. The subcommittee commends it. 


(3) Recommendation for integrating applications engineering with 
research and development 

In its analysis of the Office of Assistant Secretary of Defense 
(Applications Engineering) the subcommittee pointed out that the 
work of that Office was by its very nature intermingled and insepa- 
rable from research and development, this being in direct contrast 
with private industry. In the construction of weapons, research and 
development and applications engineering are not two-stage opera- 
tions but must go hand in hand. 


The difference is caused principally by the “tempo” of 
weapons development. * * * Design and production are 
initiated before development is completed. * * * The con- 
trolling motivation of the research and development effort is 
the attainment of ever-increasing effectiveness in weapons 
systems at the most rapid rate possible. The time element 
is all-important, since effectiveness is relative and must be 
gaged in comparison to that of the potential enemy. The 
corresponding motivation of applications engineering is 
economy—the attainment of weapons systems of maximum 
reliability at the lowest possible cost. * * ** 


Although the study group recognized that some attempt at combin- 
ing operations of the Offices of Assistant Secretary for Research and 
Deve ieniant and Assistant Secretary for Applications Engineering 
was being undertaken, a full integration into the Office of one Assistant 
Sec retary was r recommended. This proposal was in turn approved by 

the full Committee on Business Organization of the Department of 
Defense and by the Second Hoover Commission itself.™ 


(4) Meeting the criticism of duplication 


The subcommittee also addressed itself to the mounting criticism 
of duplication, particularly the view that since the concept of the 
weapon comes into being in the research phase, duplication can 
be eliminated at this point. It was pointed out that ‘“‘some of it 
can be done in the research and development area, but much of it 
that will be most effective should be accomplished through standard- 
ization of procedures.’”’ The subcommittee emphasized that when 
the initial concept of the weapon comes into being it is literally too 
much of a gamble to insist that only one line of action be pursued in 
the early stages. In other words, in research more than one approach 
is not only justified but highly essential. In due course, however, a 


2 Ibid., p. 14. 

%3 Ibid. pp. 17-18 

4 Ibid., pp. 79-80, also U. S. Commission on Organization of the Executive Branch of the Government, 
Research and Development in the Government, A Report to the Congress, May 1955, pp. 6-7 (hereafter 
cited as Hoover Commission Report). 
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distinction of great importance must be made. In the words of the 
subcommittee 


* * * through objective analysis of the value of each of the 
parallel deve Jlopme nts, a particular approach can be selected 
for standardization. The time phasing of the progress in the 
parallel developments may make such a selection impossible 
because of the urge to get the new weapons to the field forces. 
To the extent that it is possible to hold the parallel develop- 
ments for evaluation and selection of the preferred one, it 
should be done * * *. In some of the older areas of 
weaponry, parallel approaches are not so essential. Here it 
is possible with the present machinery to give a single service 
cognizance through the coordinating committee procedure, 
and administrs itively to see that ‘the single approach is 
followed. 


Through a careful review of this problem of duplication the sub- 
committee found that the officials in the Office of the Secretary of 
Defense, specifically the Assistant Secretaries for Applications Engi- 
neering and Research and Development, were ‘fully aware of these 
problems, their variety, and methods for handling them.” It was 
agreed, however, that duplies ation was a difficult problem that progress 
would necessarily be slow (“complete objectivity is difficult to achieve 
where individual service self-sufficiency is involved”). Nevertheless, 
the organizational machinery was deemed to be ‘ ‘adequate for exert- 
ing objective control from. the time of the initiation of development 
to standardization for use.” * 

In its report the Commission accepted the views of the subcom- 
mittee and recommended: (1) That the authority to withhold funds 
from research and development projects be used to prevent unwar- 
ranted duplication and to promote integration of the research and 
development programs of the three military departments; and (2) 
that the Assistant Secretaries for Research and Development and 
Applications Engineering prevent unwarranted weapons duplication. 
“* * * through standardization for production procedures.’ *® 


35 Hoover Subcommittee Report on Research Activities, pp. 24-25. 
3% Hoover Commission Report, p. 9. 





SECTION IV. DIFFERENCES BETWEEN 1954 REPORT OF THE 
GOVERNMENT OPERATIONS COMMITTEE, AND REPORTS 
OF THE SECOND HOOVER COMMISSION AND ITS TASK 
FORCE 


A. Bastc Researcu FINANCING AND PLACEMENT 


As to the financing and placement of basic research with respect to 
military programs, it is important to note that the Second Hoover 
Commission disagreed with the report of the House Government 
Operations Committee. 


(1) View of the committee 

There was a recognized need for support by the Department of 
Defense of a systematic program of basic research which could involve 
projects not particularly applicable to military requirements, possibly 
delving into the knowledge upon which future weapons might be 
brought to light. It was Sealy recommended that this program be 
carried out under the Assistant Secretary of Defense for Research and 
Development.” 
(2) Judgment of Commission task force 

It was the task force’s view that the Assistant Secretary of 
Defense (Research and Development) “should keep free from opera- 
tion to the greatest extent possible,’ therefore, that office should not 
engage in basic research through contracts. It was stated that the 
basic research contracts of the Defense Department were being ade- 
quately placed and administered by the military departments, further- 
more, that the coordinating mechanism (committees) within the 
Department of Defense and in liaison with the National Science 
Foundation and Atomic Energy Commission— 


* * * insure full knowledge by all interested parties of the 
basic research programs of each contracting unit. They are 
effective in eliminating “holes in coverage,’ duplication and 
overemphasis of a particular area * * * the three military 
departments * * * are now doing an effective job, and basic 
research will be of the greatest benefit to the development 
programs if it is administered by the military departments.* 


The task force did, however, consider that the level of basic 
research expenditure by the military departments was too low and 
recommended that its level of annual expenditure ($20 million at 
that time) ‘“‘be significantly increased.” *® It is interesting to note, 
however, that the full Hoover Commission did not accept this recom- 
mendation. 

37 Riehlman subcommittee report, p. 10. 


38 Hoover Subcommittee Report on Research Activities, pp. 21-23. 
%# Tbid., p. 81. 
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B. REesPponsIBILITy FOR RESFARCH ON RapicaLty New Aanp Noven 
WEAPONS 
(1) Position of the committee 


Considerable emphasis was given to the arguments favoring civilian 
control and direction of “research dealing with the conception and 
design of radically new weapons systems to correct strategic deficien- 
cies.’ The committee, however, did not take a stand on this issue. 
Rather, it was carefully pointed out that arguments favoring an 
OSRD-type organization for the administration of research and 
development programs had “fundamental validity.” 


(2) Commission task force analysis 


Cognizant of the difference in viewpoint between eminent scientists 
on the question of whether research toward new or novel weapons 
could best be carried out under military or civilian agencies, the ex- 
amination by the task force pointed out, first, that the Assistant 
Secretary of Defense (Research and Development) was organized 
primarily for review purposes, not for initiation. Some of the argu- 
ments favoring civilian administration over military were cited, 
particularly the viewpoint of Dr. L. V. Berkner in his memorandum 
to the Military Operations Subcommittee of the House Committee 
on Government Operations during its 1954 study.“ 

The task force in its analysis, however, came out strongly in favor 
of military administration and held that a type of civilian organization 
like the Office of Scientific Research and Development would not be 
successful except during wartime. It went on to point out that 
many projects since World War II like project Hartwell, project 
Charles, and project Lincoln were stimulated by civilian scientists 
and thus led to radically new approaches to weapons systems, these 
blossoming under the sponsorship of the military departments. 

The task force was, nevertheless, not unmindful of the fears of 
some scientists that military organization was not completely reliable 
for the initiation of radically new weapons. This apparent ambiva- 
lence resulted in a proposal that a standing committee be appointed 
by the Assistant Secretary of Defense (Research and Development) 
to canvass periodically the need for studies that could result in 
radically new weapons systems.‘? The Commission went along with 
this recommendation, noting that the current organization of the 
Department of Defense did not provide ‘‘an adequate framework for 
such initiation.” * 
~ # Riehlman subcommittee report, pp. 43-44. 

41 Given in full, ibid., appendix J. 


42 Hoover Subcommittee Report on Research Activities, pp. 26-28. 
43 Hoover Commission Report, p. 10. 
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SECTION V. ORGANIZATIONAL DEVELOPMENTS SINCE 1955 


A. AMALGAMATION OF ENGINEERING Wirth RESEARCH AND DEVELOP- 
MENT 


In keeping with the Hoover Commission recommendation on 
integration of applications engineering with research and develop- 
ment, an arrangement was worked out whereby a division of responsi- 
bility for the review, coordination, and approval of research and 
development projects was set forth approximately as follows: (1) ac- 
tion on all research programs and projects was continued under the 
Assistant Secretary for Research and Development; (2) with respect 
to development programs funded by research and development ap- 
propriations, the responsibility was to be held jointly by the two 
Assistant Secretaries of Defense (for Research and Development and 
for Engineering); and (3) those activities in the development stage, 
funded by production and procurement appropriations were the sole 
responsibility of the Assistant Secretary of Defense for Engineering.“ 

Although the two Assistant Secretaries for Engineering and Re- 
search and Development had from the outset followed different 
policies and procedures for carrying out their review responsibilities 
the new three-way division of responsibilities as described above in- 
sured that the bulk of military development (pt. 3 above) funded by 
procurement and production appropriations (amounting to several 
billion dollars) would come under the purview of these two offices. 
As had been anticipated, however, this combination of efforts did not 
prove satisfactory. A fuller integration was apparently called for. 

On March 18, 1957, the two Assistant Secretary positions of Engi- 
neering and Research and Development were combined into the single 
position of an Assistant Secretary of Defense (Research and Engi- 
neering). 


B. Tue Trenp Away From CENTRALIZED CONTROL 


Outwardly, this appeared to be a culmination of the movement 
toward singleness of policy control. In the meantime, however, a 
development had taken place which indicated a trend in another 
direction. This trend has been described as “vertical splintering” 
or “diffusion of authority.” “ 

In March 1956 a separate position was created in the Office of the 
Secretary of Defense, one of the chief aims of which was to coordinate 
and help speed up the missile programs (Special Assistant to the 
Secretary of Defense for Guided Missiles). Technical and staff 
support to the “program management and coordination functions” 
were furnished by the Office of Guided Missiles of the Office of the 
Assistant Secretary of Defense (Research and Development). 


bee Reference, letter from Fiank D. Newbury, former Assistant Secretary of Defense for Engineering, 
May 16, 1958. 


45 U. 8. Congress, House of Representatives, Committee on Government Operations, Executive and 
Legislative Reorganization Subcommittee, Research and Development Hearings, 85th Cong., 2d sess., 
January 15-February 12, 1958, Washington, U. S. Government Printing Office, 1958, pt. 1, pp. 166-169. 
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The launching of Sputnik I was quickly followed by a number of 
organizational developments. On November 8, 1957, the President 
directed that the Secretary of Defense ‘‘make certain that the Guided 
Missiles Director is clothed with all the authority that the Secretary 
himself possesses in this field.’’*® A week later the Special Assistant 
to the Secretary of Defense for Guided Missiles was redesignated 
Director of Guided Missiles and was given more authority over the 
total guided-missiles program. Subsequent to this action, the Office 
of Guided Missiles of the Assistant Secretary of Defense (Research 
and Engineering) was transferred from that office to be under the new 
Director of Guided Missiles. 

A new entity was established under the Office of the Secretary of 
Defense on February 7, 1958, to be known as the Advanced Research 
Projects Agency.” Apparently this new Agency was authorized to 
carry out research of an advanced nature either by itself, through the 
various military departments, or by contract. ‘It was understood, 
however, that existing facilities of the Department of Defense would 
be utilized to the fullest extent possible. Shortly thereafter, a directive 
of the Secretary of Defense set forth a delineation of the relationships 
between the Assistant Secretary of Defense (Research and Engineer- 
ing), the Director of Guided Missiles and the Director of the Advanced 
Research Projects Agency.® 

Probably the most ; significant of recent actions relating to organiza- 
tion was the research and development proposal of the President, 
embodied in a draft bill designed to carry out major reorganization 
of the Department of Defense. This bill, transmitted to the Congress 
on April 16, 1958, included the proviso that a Director of Defense 
Research and Engineering, under the Secretary of Defense, would 
supervise all research and engineering activities in the Department of 
Defense and direct those which the Secretary of Defense deems to 
require centralized management. 





4 Dr. James R. Killian was appointed that same day to a new full-time position known as Special Assist- 
ant to the President for Science and Technology and was directed to “work intimately with this official.” 

47 DOD Directive 5105.15 dated February 7, 1958. 

48 OSD memorandum of April 7, 1958. 











APPENDIX 2—STAFF REPORT ON BUDGET EVALUATION, 
DEPARTMENT OF DEFENSE AND THE DEPARTMENTS OF 
THE ARMY, NAVY, AND AIR FORCE FOR THE FISCAL 
YEARS 1950 TO 1958 AS OF MARCH 31, 1958 


BACKGROUND 


During the month of November 1957, Mr. William L. Dawson, 
chairman, House Committee on Government Operations wrote letters 
similar to the following to the Secretaries of Defense, Army, Navy, 
and Air Force. 

“Dear Mr. Secretary: In accordance with its duty of studying 
the operation of Government activities at all levels with a view to 
determining its economy and efficiency, the Committee on Govern- 
ment Operations is undertaking a study of the budget requests, budget 
restrictions, appropriations and expenditures for basic research, 
applied research, development and applications engineering. 

“Tt is requested, therefore, that the Department of the Army supply 
the committee with the following information: 

“1. A definition of their terms ‘basic research,’ ‘applied re- 
search,’ ‘development,’ and ‘applications engineering’ as used in 
responding to the following enumerated items. 

“2. The amounts requested in the preparation of the annual 
budgets and of supplemental and deficiency appropriation re- 
quests at each level in the Department of the Army for fiscal years 
1950 through 1958 for each of the categories listed in question 
No. 1, showing the nature of the projects for which the requests 
were made. 

“3. Following through, for each of the items requested in 
question No. 2, a statement of the amounts requested by the 
Department of Defense and by the President. 

“4, A statement of any budget limitations or restrictions im- 
posed by the Department of the Army, the Department of 
Defense, the Bureau of the Budget or the President in connection 
with the making or the preparation of the appropriation requests 
covered by question No, 2. 

“5. A statement of the amounts appropriated by Congress 
pursuant to the requests by the President set forth in question 
No. 3. 

“6. A statement of the amounts spent or obligated, showing 
the appropriation upon which such expenditure or obligation was 
based and showing whether or to what extent the work was per- 
formed by the Government, by educational institutions, by non- 
profit organizations other than educational institutions and by 
private contractors. 


—— 
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“7, A statement showing for each category under question 
No. 6 the percentage expended for overhead and other admin- 
istrative costs in the case of completed projects. In the case of 
uncompleted projects, and in other instances where such ex- 
penditures are not known, please state the percentages author- 
ized or allocated for overhead and other administrative costs. 
“Tt would be appreciated if the above information could be furnished 
at the earliest possible date, and in any case not later than December 
1, 1957. 
“Sincerely yours, 
“Witntiam L. Dawson, 
“Chairman.” 


“Dear Mr. Secretary: Reference is made to my letter of Novem- 
ber 13, requesting certain information regarding the budgets, appro- 
priations and expenditures for basic research, applied research, devel- 
opment and applications engineering. 

“In view of recent announcements of ‘stretchouts’ and ‘speedups’ 
in certain phases of the military programs, the committee wishes to 
add to its November 13 letter the following additional request for 
information: 

“8. A statement showing all directives and instructions, written 
and oral, affecting appropriations and expenditures for fiscal years 
1957 and 1958, having the effect of eliminating, suspending, 
stretching out, reactivating, or speeding up the execution of basic 
research, applied research, development or applications engineer- 
ing projects and the use of funds therefor. 

“Tt would be appreciated if you would include this information in 
your reply to the letter of November 13. 

“Sincerely yours, 

“Witt1am L. Dawson, 
“Chairman.” 


The objective of the subcommittee is to determine, from the infor- 
mation requested in the letters, the answers to the following questions: 
1. Have our research and development programs been retarded 
by lack of money and by ineffective administration? 
2. Have administrative and other indirect costs eaten up too 
large a portion of the research dollar? 

On December 5, 1957, Mr. W. J. MeNeil, Assistant Secretary of 
Defense (Comptroller), acknowledged the receipt of the letters by the 
respective Secretaries, and advised that the information requested 
was being compiled and would be submitted as soon as possible. 

The information subsequently furnished by the departments was 
incomplete in many respects and the subcommittee staff members: 

1. Analyzed and evaluated the information furnished, and 
2. Developed the missing information. 

To simplify the presentation of the results of the work performed 
to date by the staff members this interim report is divided into the 
following sections: 

Section I. Summary of findings and recommendations. 
Section II. Office of the Secretary of Defense. 

Section III. Department of the Army. 

Section IV. Department of the Navy. 

Section V. Department of the Air Force. 
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Each of the three services (Army, Navy, and Air Force) prepares 
the initial budget request for research and development requirements. 
A description of the budget preparation process is included in the 
service sections of this report. ‘The initial budget requests are for- 
warded by the Secretaries of the services to the Assistant Secretary of 
Defense (Comptroller) for review and approval. In this review and 
approval process several officers within the framework of the Office of 
the Secretary of Defense are involved. They are the Office of the: 

Assistant Secretary of Defense (Comptroller) (ASD/C). 

Assistant Secretary (Research and Engineering) (ASD/R&E). 

Assistant Secretary (Supply and Logistics) (ASD/S&L). 

Assistant Secretary (Properties and Installations) (ASD/P&l). 

Assistant Secretary (Manpower, Personnel and Reserves) 
(ASD/M P&R). 

Assistant Secretary (Health and Medical) (ASD/H&M). 

The nature, scope, and results of the reviews by ASD/C and 
ASD/R&E is discussed under Section II of this report. The review 
does have a material effect on the amount of funds that will be ap- 
proved by the ASD/C, as well as the programs and projects to be 
initiated or continued. These effects are discussed in the respective 
sections of the report. 

The deliberations of the various offices may be classified under two 
COMERS, considerations: 

The amount of funds that will be available for research and 
duvaaetiont as the result of the equitable distribution of total 
funds to be requested by the President for the Department of 
Defense. In this distribution process the first determination is 
the amount of total DOD funds each service can have. At the 
service levels there is then for determination how much of their 
share shall be apportioned to each of the service missions, except 
that the amount of research and development funds are prede- 
termined at the OSD level. 

2. What research and development programs and projects will 
be initiated, continued, or modified because of changes in amounts 
requested by the services. 

There are appended (exhibit 1) at the end of section | ! of this report 
three charts showing the effect of control actions on the research and 
development budget requests of the Army, Navy, and Air Force. 
These charts present graphically the extent of the restrictions im- 
posed at the various control points in the budget process for the fiscal 
years 1953 through 1958. These restrictions are the subject matter 
on which the comments and recommendations discussed in the fol- 
lowing section I are based. They are, furthermore, a crystallization 
of the findings developed and disc ussed in sections II to V. 

There are appended also in exhibit 2 at the end of section I,? charts, 
with explanatory notes and tables, prepared in the Office of the Secre- 
tary of Defense, showing, on an obligation basis, the diminishing 
effect from year to year for dollar of obligation on research and de- 
velopment productivity due to rising costs. These effects are discussed 
and commented upon in the succeeding sections of the report. 


1 P, 100, infra. 
2P. 103, infra. 








SECTION I. SUMMARY OF STAFF FINDINGS 


The staff findings are presented in this report under each of the 
items 1 to 8, inclusive, for which the committee requested information. 


Item 1. A definition of their terms “basic research,” “applied research,” 
“development,” and “applications engineering,” as used in re- 
sponding to the following enumerated items 

The definitions were submitted by the Deputy Secretary of Defense 
and are presented in this report under section II, Office of the Secretary 
of Defense. The lines dividing these four areas of research and 
development activity in the Department of Defense are not clear cut. 

In the Air Force, generally “development” and “applications engi- 
neering” encompass operational program systems which, in the man- 
agement structure, will be used by the operating commands. ‘“Ap- 
plied research” pertains to technical programs which, in the manage- 
ment structure, cover (1) the development of equipment to assist in 
the advancement of state of the art, applicable to more than one 
operational program system, and (2) the exploration of knowledge 
developed from basic research, to determine the possibility of a dem- 
onstrated capability. ‘Basic research” pertains to projects conducted 
usually by universities or nonprofit institutions to discover new 
scientific knowledge the application of which will be of interest to the 
Air Force. 

In the Navy practically all “basic research” is conducted by the 
Office of Naval Research. The operational and technical programs 
are conducted by each bureau having cognizance over specific research 
activities. 

In the Army, prior to the last quarter of fiscal year 1958, “‘basic 
research” was a function of the Army General Staff. In the last 
quarter of fiscal year 1958 the Army Research Office was established, 
with headquarters at Fort Belvoir, Va. This office took over the 
“basic research” function of the Army General Staff. The operational 
and technical programs are conducted by the Army Technical Corps, 
each having cognizance over specific research activities. 

The three services (Army, Navy, and Air Force) budget and 
account for research and development program operations by activi- 
ties (aircraft, missiles, etc.) and by management structure. Except 
for the general distinctions cited for each service the four research 
and development categories are not considered in the budgeting and 
accounting for program operations. Since any project may be in 
several stages of research or development at the same time, it would 
be difficult if not impossible to segregate the overall project into those 
categories. The existing methods seem, therefore, to be better than 
any method designed to budget and account for research and develop- 
ment activities by the four categories defined. 


80 








RESEARCH AND DEVELOPMENT 81 


Item 2. The amounts requested in the preparation of the annual budgets 
and of capeleneinal and deficiency appropriation requests at each 
level on the Departments for the fiscal years 1950 through 1958 for 
each of the categories listed in question No. 1, showing the nature 
of the projects for which the requests were made 

The amounts requested each year for research and development 
operations by the three services (Army, Navy, and Air Force) had to 
be submitted to the Office of the Secretary of Defense for approval 
and transmission to the President. In every year the amounts 
requested by the services exceeded (see exhibit 1) the planning ceilings 
prescribed in budget guidelines issued by the Assistant Secretary of 
Defense for Research and Engineering. The services believed that 
these requested amounts covered the minimum requirements to 
maintain an acceptable research and development program. 

The amounts requested were based on requirements submitted by 
the operating agencies under each service, and were in most years less 
than the total requirements submitted by the operating agencies. 
The imposed guideline ceilings necessitated the classification of the 
project activities proposed by the agencies by priorities, and those 
projects at the top of the oe list that fell within the guideline 
ceilings, with some additions, made up the initial budget programs in 
support of the budget request. 

The or requested covered: 

The cost of contractor operated projects; 
2 Direct costs of project operations in Government-operated 
facilities; 
3. Indirect costs in Government-operated facilities; and 
4. Activities for other agencies. 

The budget process has operated continuously under a series of 
guideline ceilings of which more will be said later in this section of the 
report. The ceilings for direct program costs (items 1 and 2 above) 
decreased sharply in the fiscal year 1955 below the fiscal year 1953 and 
fiscal year 1954 ceilings and remained approximately at the fiscal year 
1955 level during the succeeding fiscal years. (See exhibit 1.) Over 
this entire period the cost per unit of productivity has increased 
steadily. This combination of steadily rising costs, and fixed dollar 
ceiling levels, has had two detrimental effects on the research and 
development program: 

1. A reduction in the level of productivity (see exhibit 2); and 

A reduction in amounts available for contractor operated 

projects made necessary to offset the increased direct costs of 
project operations in Government-operated facilities. 

Exhibit 2 referred to above presents, on an obligation basis, a 
chart for each service (Army, Navy, and Air Force) and a composite 
chart showing comparisons between total obligations for each fiscal 
year 1951 through 1958 with obligations adjusted by research and 
development index base 1947-49. The applicable indexes were 
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derived from a study made by the Navy Department, and by fiscal 
years were as follows: 








| | DOD obligations (in millions) 
Fiscal year Index 
Fiscal year Actual Difference 
1947-49 base 
Percent 
SA Rb gti cated cadena beau ddan datuwcikaos. 104. 4 $503 $525 $22 
eS ictal tan eset ln ninaiaeail wigs wean esha 112.5 934 1, 051 117 
Bn oa Sees natn oumdenoehda dekoc<ceukese wee 121.1 1, 180 1, 432 252 
NS 6S ce ee a lemiddonhiintacddlamnd 128.1 1, 080 1, 384 304 
ison sin ck bile spilt in en SiR incdads Sinem eects 130.3 894 1, 165 271 
WA okie takes els Core ededen 4c 138. 6 824 1, 143 319 
a a 153. 4 880 1, 350 47 
1957- Rene te Ad anten shnaesteacsue 159. 8 902 1, 441 539 
Ih seticesnens nm wnbittedall redial dvcitad Gisbiitehieduailnhly 160.0 912 1, 457 545 


The money columns have been included to show how the indexes 
are applied. These indexes represent the percentages which the actual 
fiscal year obligations bear to the amount of obligations that would 
have been incurred in the base period to cover the same requirements. 
In other words, referring to the above table, 60 percent more dollars 
($545 million) were necessary in the fiscal year 1958 to do the work 
that could have been accomplished in the base period for $912 millions. 
This does not mean that the research and development program has 
been operating each year within the same scope dollarwise as during 
the base period. This is clearly shown by the amounts in the column 
captioned “fiscal year 1947-49 base” in the above schedule. While 
they reflect fiscal year obligations adjusted to the common base 
within - asonable limits the amounts do show: 

. That the program expanded rapidly through fiscal year 1952; 
2. That it decreased slightly in fiscal year 1953 and drastically 
in fiscal years 1954 and 1955; and 
3. That it expanded since fiscal year 1955 but never reached the 
peak level of fiscal year 1952. 

The charts presented in exhibit 1 show that the expansion in the 
fiscal years 1956 to 1958 inclusive, excluding accounting adjustments 
for indirect facility support costs (as they have been in the amounts 
shown in the above schedule), was due to special requirements added 
to the regular program requirements. Furthermore, the increase in 
fiscal year 1956 is attributable also to obligation restrictions imposed 
in fiscal year 1955, resulting in the carryover of large unobligated 
balances for obligation in fiscal year 1956. It can be said, therefore, 
that the program remained at the same approximate level from fiscal 
year 1955 through fiscal year 1958. 

When the Korean hostilities were suspended, President Eisenhower 
instituted an economy drive which affected fiscal year 1954 and fiscal 
year 1955 Government activities. Expenditures of research and 
development funds were curtailed along with funds for all other activ- 
ities. This resulted, of course, in a curtailment of direct research and 
development programs. 

Beginning with the fiscal year 1956 the three services were advised 
(in effect directed) by the Congress to include in the research and 
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development budget requests, amounts to cover the indirect operating 
and maintenance costs of Government-operated facilities. In prior 
fiscal years these costs were paid from other appropriated funds. 
These indirect costs have been increasing from year to year and con- 
sequently the amounts requested to cover these costs have increased 
accordingly. In the Air Force these costs rose from $50 million for 
fiscal year 1951 to $139 million for fiscal year 1956, and were still 
higher for the following fiscal years. At the present time the Air 
Force is faced with a serious management problem in this area. 

The effect of the placing of a satellite in orbit by the Russians in the 
fall of 1957 was to step up research and development on guided and 
ballistic missile weapons, particularly the latter. Additional funds 
had to be included in the budget estimates to take care of these added 
requirements. Later in this report we will show, however, that the 
added funds were not sufficient to cover all the costs in the stepped-up 
program, and that funds had to be shifted from other project areas to 
make up the difference. The importance of having sufficient funds 
available to conduct these top priority ballistic missile project activi- 
ties is not questioned. It would seem, however, that something is 
inherently wrong with the finance system when it becomes necessary 
to curtail activities in some research and development project areas, 
which activities were important enough to be included as musts in the 
planned overall program, to provide funds when unanticipated events 
arise. 

Other administratwe actions were taken during the period under 
review which further hampered the research and development effort. 
These actions will be discussed later in this report under the items to 
which they pertain. 

The budget formulation and review process is set out in formal 
manuals and regulations developed by each of the services. This 
process is time phased over a period of 18 months preceding the fiscal 
year for which the budget is to be formulated. The directives specify 
the organization levels in each service at which budget information 
is to be compiled, the nature and scope of the information to be 
developed, the date of submission, and the place of submission. 

The formulation and review requirements in the manuals and regu- 
lations are implemented, for each budget year, by the issuance of 
instructions or guidelines at each level of control or review. These 
implementing documents are geared to the overriding ceilings imposed 
at the OSD level. While the operating units were permitted to sub- 
mit requirements in excess of imposed ceilings, their combined efforts 
could never accomplish a breakthrough of these ceilings. 

A chart showing the budget cycle as related to weapons development 
follows. 
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It is questionable whether, with respect to results attained at the 
various points in time and review levels, the procedures for preparing 
uidances, and the review processes are justified. ASD/R&E guide- 
nes from year to year are pretty much stereotyped. The services 
know in advance what they will contain and begin the budget cycle 
months before the guidelines are received. The results of the subse- 
quent reviews of budget estimates are little better than academic 
exercises. In the Army, for example, the Research and Development 
Review Board approved a net change of $1.2 million in the fiscal year 
1959 budget estimate ($249.5 million) submitted by the Ordnance 
Corps, based on a review by a review group which, in three days, 
reviewed the estimates submitted by the seven technical services. At 
the OSD level the net result of the reviews of budget estimates sub- 
mitted by the services is to reduce the direct program operations to 
the guideline ceiling level. 
From the data collected and presented in the following sections of 
this report, it appears— 

1. That available funds are not, nor have they ever been 
adequate to do the job the services believe they should and can do. 

2. That the method of funding is hampering research and 
development operations. 

3. That in the budget process the research and development 
program developed is geared to a predetermined dollar ceiling, 
rather than to determinations of what must and should be done. 

4. That in the development of the budget program no con- 
sideration is given to rising costs, to insure that the levels of 
operations will not be on a diminishing year-to-year basis. 

5. That the budget process is cumbersome and inefficiently 
managed. Much time is wasted in unnecessary compilations 
and reviews because prescribed policies and procedures are un- 
realistic. 

Item 3. Following through for each of the items requested in item No. 2, 
a statement of the amounts requested by the Department of Defense 
and by the President 

The amounts requested by the Secretary of Defense and by the 

President for the fiscal years 1953 through 1958 are shown in the 

charts in exhibits 1-A, 1-B, and 1-C. The downward trend beginning 

in fiscal year 1953, and the stabilization of the direct research and 

development program from fiscal year 1954 through fiscal year 1958 

at much lower levels are demonstrated more clearly by these requests 

than were demonstrated by obligation activity under item 2. The 
charts show that direct research and development programs since 
fiscal year 1954 have been operated by the Army, Navy, and Air Force 
at dollar levels which are approximately 33% percent, 25 percent, and 

20 percent, respectively, below the peak level in fiscal year 1952. 

The charts in exhibit 1 show that the amounts requested each year 
for direct research and development operations by the Secretary of 

Defense and the President for each service were less than the amounts 

requested by the services, and did not exceed the ceilings authorized 

in the guidelines issued by the Assistant Secretary of Defense for 

Research and Engineering. 

The reduced levels of effort since fiscal year 1952 in the Army, 

Navy, and Air Force were the direct result of governmentwide econ- 
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omy measures instituted after the cessation of hostilities in Korea. 
In the field of research and development, however, the question is one 
of judgment. Should the research and development program be made 
to fit predetermined funding ceilings, or should the funding ceilings 
be made to fit a research and development program of sufficient scope 
to meet the Nation’s defense needs within the capabilities to conduct 
the program? 

The graphs in exhibit 2 show a sharp rise in the research and 
development program during the fiscal years 1950, 1951, and 1952. 
This rise is attributable to the fact that the outbreak of hostilities in 
Korea and the first Russian nuclear explosion brought our defense 
needs into focus. After hostilities in Korea ceased and the adminis- 
tration changed, the program was allowed to decline sharply, as here- 
tofore stated. The Russian sputnik in the fall of 1957 resulted in a 
hasty step-up in the ballistic-missile program in an attempt to keep 
pace. Is it better judgment, with respect to the field of research and 
development, to wait for such emergencies before expanding the scope 
of research and development, or to anticipate foreseeable emergencies 
and pattern our immediate research and development program to 
requirements that will cope with these emergencies when, as, and if 
they arise? 

At this point reference is made to section II, item 3 * of this report. 
The purpose of this review in the Office of the Secretary of Defense 
was to determine— 

Who was responsible for the reductions in the amounts 
requested by the services (Army, Navy, and Air Force); 
. Why the reductions were made; and 

3. Were the determining factors scientific or financial. 

The staff was unable to obtain direct, unequivocal answers to its 
requests but two things stand out clearly from the information 
available: 

The scientists at the OSD level exert little or no influence 
in the review process; and 

The amount of funds to be requested by the Secretary of 
Defense for direct research and development programs are pre- 
determined without regard for program needs. 

Ideally, the policy of the Secretary of Defense and the President 
should = to— 

Immunize the research and development program from the 
effects of fluctuating economic and emergency situations; and 

2. Permit the research and dev elopment program to operate 
at a level of effort that will combine, and complete expeditiously 
within available capabilities, all immediate mission requirements, 
and future mission and foreseeable emergency requirements. 

3. Vest in the Assistant Secretary of Defense (or Director) for 
Research and Engineering the necessary powers and authorities 
to make and enforce decisions on budgets, finance, and operations 
affecting research and development. 


Item 4. A statement of any budget limitations or restrictions imposed by 
the services, the Department of Defense, the Bureau of the Budget or 
the President in connection with the making " the preparation of 
the appropriation requests covered by item No. 2 

There is presented on page 84 a chart showing the budget cycle as 
related to the research and development program. The lowest eche- 


P, 116, infra. 
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lons shown in the first column of the chart are the bureaus, services, 
and commands of the Army, Navy, and Air Force, respectively. The 
nine echelons shown from the Congress down to these bureaus, services, 
and commands represent maael points in the eae sk process. At 
each point, as required, instructions, advice, and guidance issue down 
to the next lower control point; and budget information developed 
thereunder is reviewed at each point and passed on to the next higher 
control point. 

Within the framework of the Navy bureaus, the Army technical 
services, and the Air Force commands, are many Government-owned 
facilities and installations that are engaged, in whole or in part, in 
research and development operations. ‘These facilities and installa- 
tions receive instructions, advice and guidance from, and submit 
budget information in accordance therewith to the cognizant bureau, 
service, and command headquarters. Universities and nonprofit in- 
stitutions are also required to submit budget estimates covering work 
to be performed under contract with the cognizant bureau, service, and 
command. 

Generally the facilities and installations are permitted to submit 
budget programs and estimates without regard to funding limitations. 
These submissions are screened at the bureau, service, and command 
headquarters where firm program estimates are prepared within fund- 
ing limitations imposed ~ the higher service echelon. These firm 
program estimates are submitted to the higher service echelons where 
they are screened and combined into a service (Army, Navy, Air 
Force) program estimate, usually at a funding level higher than the 
ceilings authorized by ASD/R&E, in the event that the funding level 
will be raised. 

The charts in exhibit 1 show the paring down that took place 
between the bureau, service, and command levels up to the final 
actions of the Congress. They show also that in every fiscal year 
cited, the amounts approved above the service (Army, Navy, and 
Air Force) levels, for direct-program operations, were never permitted 
to exceed the initial new obligation authorities specified in the DOD 
guidelines. The deleterious effect of this set policy on the research 
and development effort has been pointed out under the previous items 
of this report. 

At this point reference is made to section II, item 4, which contains 
a comprehensive description of what transpires in the budget process 
in the Office of the Secretary of Defense, the Bureau of the Budget, 
and the Office of the President. Again there is a clear indication that 
the scientists in the OSD take little or no effective part in the delibera- 
tions that transpire prior to the issuance of guidances to the services, 


Item 5. A statement of the amounts appropriated by the Congress pursuant 
to the requests by the President 
The charts presented in exhibit 1 show, with a few exceptions, that 
the amounts requested by the President were appropriated. Major 
exceptions occurred in fiscal years 1954 and 1955 when the Congress 
reduced the amounts requested by the President for the three services 
(Army, Navy, and Air Force). The congressional actions were a con- 
tinuation of the President’s intent to effect expenditure economies 
following the end of the Korean hostilities. The other exception was 
in fiscal year 1957 when the Congress appropriated $100 million more 
29529—58——7 
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for the Air Force than was requested by the President. ‘The Congress 
provided no specific purposes for which the added funds were to be 
used. The Bureau of the Budget reserved $20 million until fiscal year 
1958. The balance ($80 million) was not made available until the 
second half of the fiscal year 1957. Of this balance about $40 million 
was used to meet increased facilities support requirements, and the 
balance on projects for which the Air Force, prior to the congressional 
action, had requested emergency funds from the Secretary of Defense. 

When the amounts to be requested by the services have been settled 
by OSD and BOB the service representatives must, as a matter of 
DOD policy, justify these amounts before the Congressional Appro- 
priations Committees. We do not know to what extent the Appro- 
priations Committees go beyond the justifications for the amounts 
requested. The increase of $100 million in the fiscal year 1957 Air 
Force appropriation is the only one made by the Congress for the 
fiscal years 1953 to 1958, inclusive. Why the increase was granted we 
do not know except that we were told it was the result entirely of 
inquiries and decisions of the Appropriations Committees. 

This whole procedure needs careful study. Why should service 
representatives be made to justify programs below the level at which 
they believe they should be operating? How can congressional com- 
mittees make proper decisions in this highly specialized area of re- 
search and development in the limited time allotted to conducting 
hearings, and reviewing and analyzing the mass of financial and 
procedural detail involved? 


Item 6. A statement of the amounts expended or obligated, showing the 
appropriation upon which such expenditure or obligation was based, 
and showing whether or to what extent the work was performed by 
the Government, by educational institutions, by nonprofit organiza- 
tions other than educational institutions, and by prwate contractors 

Exhibit 3* prepared in OSD and appended to this section I shows, 
for the fiscal years 1952 through 1958 the distribution of Department 
of Defense obligations from research and deve ‘lopment appropriations 
of the Army, Navy, and Air Force. The totals for each service agree 
with the total obligations furnished the House Government Operations 
Committee, and agree with the total obligations shown on the charts 
in exhibit 2. The distribution of the totals by performance com- 
ponents is estimated, but the estimated amounts are reliable enough 
to support the staff comments. The percentages shown below the 
totals for each year have been added to accentuate the shifts in 
emphasis dollarwise between research and development activities 
performed inside the Government, and those activities conducted 
under contracts with non-Government profit organizations, universi- 
ties, and other nonprofit institutions. 

The exhibit shows that about 10 percent of total annual obligations 
apply to contractual operations in educational and other nonprofit 
institutions. The remaining 90 percent is divided between inside 
Government operations and contracts with profit organizations in 
varying proportions from year to year. The contractual obligations 
with profit organizations exceeded obligations for inside Government 
operations from fiscal year 1952 to fiscal year 1956. In the fiscal 
years 1957 and 1958 this situation was slightly reversed. The ap- 
proximately 2 to 1 ratio of profit organization obligations to inside 
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Government obligations in fiscal years 1952, 1953, and 1954, would 
approximate more nearly the fiscal year, 1955 ratio if accounting 
adjustments for indirect operation and maintenance costs of Govern- 
ment facilities (not included in the inside Government obligations 
shown for these years) were added, as they are in the succeeding fiscal 
years. 

Contractual obligations with profit organizations dropped from a 
high of $818 million in fiscal year 1953 to a low of $594 million in 
fiscal year 1955, then rose to an average of about $750 million for the 
next 3 years, but never reached the fiscal year 1953 high. 

For each fiscal year from fiscal year 1952 to fiscal year 1958 the 
combined obligations applicable to profit organizations, educational 
institutions, and other nonprofit organizations, exceeded the inside- 
Government obligations. Furthermore, up to 50 percent of the 
inside-Government obligations cover services and supplies furnished 
by profit organizations. For example, $69 million of the $339.5 
million of Air Force inside-Government obligations for fiscal year 
1957 represent contracts with profit organizations to operate and 
maintain Government-owned facilities. At least as much more 
represents purchases of supplies and equipment from profit organiza- 
tions. The remaining obligations cover activities conducted by Air 
Force . ‘rsonnel such as: 

‘Testing weapons systems or components; 

2 Performing research in areas where private organizations 
are not equipped or are reluctant to conduct such operations, as 
in the areas of ‘“‘exotic’”’ fuels; 

3. Operation and maintenance of Government-operated facil- 
ities; and 

4. Monitoring research and development contracts. 

It is clear, therefore, that private industry and institutions receive 
up to 75 percent of the “Research and development” appropriation 
dollars, the remaining 25 percent being required for in-house operating 
costs. 


Item 7. A statement showing for each category under item No. 6 the 
percentage expended for overhead and other administrative costs in 
the case of completed projects. In the case of uncompleted projects, 
and in other instances where such expenditures are unknown, please 
state the percentages authorized or allocated for overhead and other 
administrative costs 

The three services (Army, Navy, and Air Force) do not maintain 
accounting or other operating records which segregate overhead and 
other administrative costs of research and development operations. 
Based on the best estimates of the 3 services these costs covering 
inside-Government operations paid from the research and develop- 
ment appropriations run between 20 and 25 percent of the total in- 
house costs. No figures are available covering overhead costs under 
contracts with private organizations. 

There are many other “direct and indirect costs connected with re- 
search and development operations, paid from appropriations other 
than the research and development appropriations, which are much 
greater in total than the amounts of the research and development 
appropriations. This is shown in the following unpublished statement 
dated April 17, 1958, prepared in the Research and Development 
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Branch, Budget Division, OASD (Comptroller). 
however, that the figures presented by the Comptroller have not been 
accepted by the services involved and in at least one case are vigor- 
ously disputed; see p. 161, infra. 
seriously the accuracy of the figures in this memorandum, p. 8, 
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supra.) 


Activities SUPPORTING THE RESEARCH, DEVELOPMENT, 
TrEst, AND EvaLvuaTION PrRoGRAM IN THE DEPARTMENT 
or DEFENSE 


The introduction of improved weapons and military 
equipment into the combat and combat-support forces of the 
Army, Navy, and Air Force is a complicated process covering 
many different, although related, activities which must be 
completed before a new weapon or item of military equipment 
can be considered as fully developed in a military sense. 
From a military standpoint, a new item cannot be considered 
as fully developed until it is capable of performing an assigned 
combat mission, and has been assigned for operational use by 
the combat or combat-support forces. 

The different although related activities mentioned above 
do not lend themselves to clear-cut indentification in terms 
either of time sequence or budgetary support. However, the 
kinds of steps necessary to provide an actual increase in 
military effectiveness are indicated by the following: 


(1) Invention and preliminary design of definite concepts 
for applying scientific and technological possibilities 
to military requirements. 

(2) Practical demonstration of new principles and compo- 
nents. 

(3) Engineering and design of specific new items, compo- 
nents, and materials, for test and evaluation. 

(4) Fabrication and production of new items, components, 
and materials, for test and evaluation. 

(5) Conduct of tests for technical evaluation of new items. 

(6) Conduct of tests for evaluating the producibility of new 
items, components, and materials. 

(7) Conduct of operational suitability tests for military 
evaluation of new items and weapons systems. 

(8) Conduct of tests and maneuvers to establish military 
tactics and doctrine for the combat use of the new 
items. 

(9) Planning of supporting requirements (facilities, person- 
nel, training, maintenance, etc.) for operational use of 
new items. 

(10) Production engineering for quantity procurement of new 
items. 

(11) Initial production of new items for use by the first 
combat units. 

(12) Training and deployment of the first combat units 
and establishment of the necessary support (facilities, 
supply system, etc.). 








(It should be noted, 
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(13) Reorganizing and retraining all combat units required 
to phase in new weapons and phase out obsolete 
weapons. 

This entire process goes well beyond the development and 
procurement of advanced weapons and equipment to modern- 
ize the combat forces. Even the lines between “research,” 
“development,” and “procurement”? cannot be drawn pre- 
cisely, particularly in areas of rapidly advancing technology. 

The Department of Defense has recognized the fact that 
the full cost of modernizing the military forces cannot be 
considered as ‘research and development.” The Depart- 
ment of Defense has also recognized the fact that the effort 
supported by the “research and development” appropria- 
tions does not give a full neasure of the effort devoted to the 
“research, development, test and evaluation” programs, 
because support such as the procurement of items for engi- 
neering and service test are usually financed from other 
appropriations. In preparing this statement covering the 
“research, development, test and evaluation” program of the 
Department of Defense, it was necessary to draw a line 
between the two extremes. 

Based on data submitted by the military departments, 
the funds programed for ‘research, development, test and 
evaluation” in fiscal 1955, fiscal year 1956, fiscal year 1957, 
fiscal year 1958, and fiscal year 1959 are estimated as 
follows: 


1. Department of Defense total.— 





[In millions of dollars] 
Fiscal 
ear 
Fiscal Fiscal Fiscal Fiscal 1959 
year year year year (prelim- 
1955 1956 1957 1958 inary 
esti- 
mates) 
Research and development. .-__......-. 1,349.6 | 1,539.0) 1,651.4) 1,886.7 2, 588.1 
Activities supporting research and 
GE os ntictinccscemscndceuan 344.3 445.5 633. 0 424.6 444.5 
Development, test and evaluation 
a scrsestsnitercintipahini acing diaaiaals 1,826.4 | 1,830.1 | 2,803.9 3,291.2 3, 186. 5 
WI i ecch iccintecnthctncainsiticiniiiataaimtittion 3, 520.3 | 3,814.6 | 5,088.3 | 15,602.5 | 16,219.1 
EERE, 0: atnhimeiasenucmmrieenaeda 612.5 700. 4 1, 063. 4 1, 444.0 1, 494.8 
I oc atapscncvsnsesnartaiiciabents taalphecraidedicladeniasal 644.7 927.8 1, 400. 7 1, 393. 4 1, 694. 4 
BP Roo cknnasnctevimimsanaiane 2,263.1 | 2,186.4 | 2,624.2) 2,554.3 414.9 
OT CO a oa tnsiisintsis Déjenncsinins i eh eixmdnecieeaeneenaiae ro) 210.8 615.0 





1 Includes fiscal year 1959 budget amendment. 
3 Emergency fund transfers reflected in service obligation amounts, 
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The above estimates are derived as follows 
2. Departmental summary.— 


[In millions of dollars] 












































5 Emergency fund transfer reflected in service obligation amounts. 








| | Fiscal 
year 
| Fiscal Fiscal | Fiscal Fiscal | 1959 
| year year year year | (prelim- 
| 1955 | 1956 1957 1958 | inary 
esti- 
mates) 
— 
| | 
Army: ae gos | os 1d a 
Research and development -__-_- 366.3 | 403. 5 427.4 456.9 493.7 
Activities supporting research and | } 
development... of 37.8 48.7 83.0 63.2 | 65. 2 
Development, test and evaluation | | 
0 ee. Ee ee 208. 248. 2 553. 0 923. 9 935. 9 
I cn ccikttecintbtnvtinctall 612.5 | 700.4 | 1,063.4 | 1,444.0 | 1,494.8 
Resend h and development -._-__._-- 395. 4 495.5 537.9 526.7 | 751.4 
Activities supporting research and 
development_____- 51.2 106. 4 130.0 81.4 | 81.9 
Development, test and evaluation 
MN ccchtndeweateresecces 198. 1 325.9 732.8 785.3 861. 1 
ile tenth iss cetera ueamenecs j 644.7 927.8 A 1,400.7 1, 393. 4 | 1, 694.4 
Air Force: - a 
Research and development -___- 587.9 | 640.0 a 692.3 | 728.0 
Activities supporting research and | 
development. -..........- sal 255.3 | 290. 4 420.0 280.0 297.4 
Development, test and evaluation 
Re 1,419.9} 1,256.0} 1,518.1] 1,582.0] 1,389.5 
easmsenemtiann | as 
I catia ae seimeninds niin cil 2,263.1 | 2,186.4] 2,624.2] 2,554.3 2, 414.9 
Interservice: ‘ , C | es 
United States scientific satellite__.|.........-].........-]-..2.-..-- 3) 
Advanced Research Projects | 
PI isco dade dc pinccncn aka eR aeons cakedmainkion 10.0 480.0 
NI (2) 166. 6 135.0 
is cilst eco eatake creation | iat + (1) 210.8 | 615.0 
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3. Direct obligations, research and development appropria- 






































1 Emergency fund transfers reflected in service obligation amounts. 
2 Consistent with fiscal year 1959 budget. 
3 Includes $150,000,000 transfer authority. 


4 Includes $50,000,000 transfer authority. 





tions.— 
{In millions of dollars] 

| Fiscal 

year 

Fiscal Fiscal Fiscal Fiscal 1959 

year year year year (prelim- 

1955 1956 1957 | 1958 inary 

esti- 

mates) 
MIND. é a ddiadwldinadibidate eae 366. 3 403. 5 427.4 | 456.9 | 493.7 
Nivel 5. 22h OU 7.7 15.8 10.7 16.8 | 15.9 
I vic dosigh dvs csideiectanacmattininiciniraetien 68.0 111.9 113. 2 128.0 169. 4 
GE kn chaeamiintassaaeaeel .4 4) 3 | 1] 3 
GU oiicadenasdsdacebaniiabaan 200.2 | 275.4 303.2} 3120} 308.1 
ON ia a alee 305.4 | 4955) 537.9] 526.7 751.4 
PIE. anentcnninatanatdiaintina late iii 123.3 148. 6 125. 5 | 119.5 118. 5 
I ci cininivnsidintiaksata saat meaukealeta ts 63.3 95. 2 159. 3 187.6 336. 7 
Ee a a SS Fs | 71.6 80. 5 73. 5 80.6 112.3 
QUINT os - ci ccncndwncicdiocsscccuseey 137.2 171.2 179. 6 | 139. 0 183.9 
MD Gs etbiticcectieen 587.9] 640.0! 686.1 | 6923| 728.0 
I a benitidaciiiined 162. 6 187.9 136. 7 136. 2 125.1 
Missiles. -. | 82.7 73.3 83.3 64.2 104.6 
isd. aied ln neue Reet ; . a Redenbb arn tiie 
CEs 2h Bin asssdadsewscd | 342. 6 378.8 466.1 | 491.9 498.3 
United States scientific satellite... ERR to Bea aia | . _) 4 ee 
Advanced research projects a — Peace Pe ieg ces 10.0 480.0 
Emergency fund.......-.--- (1) () (@) | 2166.6 3 135.0 
MR iii ccideesieten | 1,349.6 | 1,539.0| 1,651.4 |41,886.7| 2,588.1 
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4. Supporting activities directly related to research and develop- 
ment. ie ertain of the requirements in direct support of the 
research and development program are not included in the 
research and development appropriations, but are included 
in other appropriations which provide the same general type 
of support for all military programs. These include military 
construction, industrial facilities financed under procurement 
appropriations and the pay and allowances of military per- 
sonnel. On the basis of detailed program data, the amounts 
in these appropriations that are directly related to the activi- 
ties financed under the research and development appropria- 
tions are estimated as follows: 


{In millions of dollars] 

















| Fiscal 
| year 
Fiscal Fiscal Fiscal Fiscal 1959 
year year year year (prelim- 
1955 1956 1957 1958 inary 
esti- 
| mates) 
(a) Military construction: 
dk eo cea 1.9 8.0 | 43.1 10.9 23.9 
insect cctnnitdensmeee 9.7 63.0 52.5 37.1 38. 6 
NT I csicsschtateca cation 109. 3 98. 5 208. 6 115. 7 133. 8 
eT ee 120.9 169. 5 304. 2 163.7 196.3 
————— == 
(0) Industrial facilities: 
I stn diisins vane in elena aden Dalal Pee ivanasdunon 
SE cecnoeccgic dc aeskac an notnunethdosieneear st iacamaie 34. 5 3.1 2.7 
FF Pan ctdiiisenntebse 45.2 88. 1 98.1 55.0 54. 6 
PR cracnnncscscciaenweke 45.2 88.1 132.6 70. 2 57.3 
(c) 7 personnel: 
I ieticsitcsdavccteeateeniatareip aconciiaeaied 35.9 40.7 39.9 40. 2 41.3 
Dias csacepn emtnioning abel Aisin 41.5 43.4 43.0 41.2 40. 6 
ER ccaiincackcaicwamneniin 100. 8 103. 8 113.3 109. 3 109. 0 
ss oie een cncinnnas | 178. 2 187.9 196. 2 190. 7 190.9 
(d) Department of Defense total: 
Military construction.......... 120.9 169. 5 304. 2 163. 7 196. 3 
Industrial facilities............. 45.2 88.1 132.6 70. 2 57.3 
Military personnel............- 178. 2 187.9 196, 2 190. 7 190. 9 
344.3 445.5 633. 0 424.6 444.5 
37.8 48.7 83.0 63. 2 65. 2 
51.2 106. 4 130.0 81.4 81.9 
255. 3 290. 4 420.0 280. 0 297. 4 








5. Items under development, test, and evaluation —Many of 
the programs for developing new weapons and military 
equipment have, as the result of previous years’ research 
efforts, reached a stage where it is necessary to procure 
preliminary production items in limited quantitites for 
test and evaluation as to: 

(a) The soundness of the engineering design; 
(6) The feasibility of the production design; and 
(c) The operational suitability of weapons or equip- 


ment from a military standpoint, prior to standardization 
for operational use and large-scale production for issue 

or inventory. 
Major engineering changes and improvements must be 
made in new developments, provisionally accepted for limited 
production and use, to satisfy the need for achieving early 
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operational capabilities with themost modern weapons at- 
tainable in support of national security policy. All procure- 
ment items which have been standardized or otherwise 
approved for service use within the military departments 
have been excluded from the following estimates. Procure- 
ment items which are not standardized, to the extent they 
can be identified at this time, are considered as being under 
“development” and are estimated as follows: 


[In millions of dollars] 














Fiscal 
year 
Fiscal Fiscal Fiscal Fiscal 1959 
year year year year (prelim- 
1955 1956 1957 1958 inary 
esti- 
mates) 
(a) Aircraft: 
BOUND, 0ccdsdswecdiciihn+0sndd<dieneeineneeiaiee 59.9 33.0 
REE chnnndtintocisdninecmnne 60. 4 10.9 445.6 178.0 283. 1 
BaD Pei ncn dcahnced 755. 3 152.4 96.3 49.8 110.9 
Ol ai 815.7| 1633| 541.9| 287.7 427.0 
(b) — missiles: 
TSS Ree ere 168.7 83.0 453.0 504. 4 690. 7 
jon a a a alert 70.0 104.3 142.0 154. 5 387.0 
BP Weise ticinuctesncdeasbas 418.4 810.9 1, 076.1 1, 161.8 845.7 
OU cn kcncdetuntetteiane 657.1 998.2 | 1,671.1] 1,910.7 1, 923. 4 
(c) ape: 
APTED - . ..cdicnn quit aedepeenion al pregnant mdmglighsaiad demande amenaa ha 
Navy ba neato cn saabnc 41.7 177.6 62.4 404. 6 129.3 
BF FPO cnc ncnntnnconwedtnibabicm aeons ia te eee 
aici intiteosttenas 41.7 177.6 62.4 404. 6 129.3 
(d) Other 
RD. acct aadmaebsnahiaktelad 39.7 165. 2 100.0 269. 6 212.2 
RR rikhivnced ds dubbanbcidauwers 26.0 33.1 82.8 48.2 61.7 
Wile PO Sos Sid pnncirtnectandy 246. 2 292.7 345. 7 370. 4 432.9 
GOON icici i scnnesidse ss 311.9 491.0 528. 5 688.2 706. 8 
(e) Department of Defense, total 
IE aS ns chnin actuals 815.7 163. 3 541.9 287.7 427.0 
Guided missiles_.............-- 657.1 998. 2 1, 671.1 1, 910.7 1, 923.4 
GE, donbaddtsduakasedintieea 41.7 177.6 62.4 404.6 129.3 
Other s decinethaiiianen bth tan hosboaiielamiabehapeaaanl 311.9 491.0 528. 5 688. 2 706. 8 
FO vnccccicsentgcecads ---| 1,826.4} 1,830.1] 2,803.9] 3,291.2 3, 186. 5 
IO sn an cerisanhicblitatheeiatiegactaaiok yt 208. 4 248.2 553.0 923.9 935.9 
Fe vnavistpesincetphieintiindoandtnaiiaioadaadaad 198. 1 325.9 732.8 785.3 861.1 
BEE POD. <scicccnctuvececnabetainndalpe 1,419.9 | 1,256.0| 1,518.1] 1,582.0 1, 389.5 





6. Items not estimated.—In addition to the above program 
items which could be identified from data presently available 
there are other activities of the Department of Defense oma 
the three military departments which provide significant sup- 
port to the research and development programs, but which 
have not been included because the amounts applicable to 
the research and development program cannot be readily 
identified. These items include, but are not limited to, the 
following: 

(a) Departmental administrative costs. 

(6) The regular operating and maintenance costs of 
military ships, aircraft aa troop units used in con- 
ducting tests. 
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(c) The pay and allowances of military personnel 
attached to regular military units used in conducting 
tests other than specific operational evaluation organiza- 
tions. 

(d) Costs which are part of production contracts re- 
quired for the further development of standardized 
items which must be adapted to other uses or improved 
in performance. 

(e) The regular military costs, associated with opera- 
tional and training units, required in the process of 
phasing out obsolete weapons and phasing in improved 
weapons, such as the changeover from propeller driven 
aircraft to turbojet aircraft. 

(f) Costs provided for as part of the overhead allow- 
ance or as a percentage of cost under contracts for the 
procurement of standardized items. 


The “Items not estimated’ listed in the last part (6) of the fore- 
going statement includes ‘‘(a) Departmental administrative costs.”’ 
The Department of Defense, including the three services (Army, 
Navy, and Air Force), make a distinction between ‘‘Departmental” 
and ‘Field’? administrative costs for budget purposes. ‘Field’’ 
administrative costs pertain to in-house costs at Government-owned 
facilities and are included in the budgets under the research and 
development appropriations. ‘Departmental’ administrative costs 
represent in-house costs at OSD and service headquarters levels, and 
are budgeted for under appropriations other than the research and 
development appropriations. It is obvious, therefore, that in these 
headquarters organizations are component units and personnel whose 
time is devoted in whole or in part to research and development 
activities. As is stated in part 6 of the statement, these departmental 
administrative costs, and the other five enumerated (which do not 
encompass all of the, what might be called, hidden costs) provide 
significant support to the research and development programs. 

The picture presented in the statement shows the great dispersal 
of research and development costs throughout the DOD budget and 
financial structure. 


Item 8. A statement showing all directives and instructions, written and 
oral, affecting appropriations and expenditures for fiscal years 1957 
and 1958, having the effect of eliminating, suspending, stretching 
out, reactivating, or speeding up the execution of basic research, 
applied research, development or applications engineering projects 
and the use of funds therefor 

Pursuant to this request of the House Committee on Government 

Operations the services submitted a number of directives or instruc- 

tions issued by the OSD, and by the services to implement the OSD 

directives or instructions. Examples of the effect of these directives or 
instructions on the research and development program follow. 
Despite the fact that funds had been appropriated, on May 22, 

1957, the Secretary of Defense (Hon. Charles E. Wilson) reduced 
the overall Navy planned obligations by $150 million, of which 
amount $12 million was prorated to research and development obliga- 
tions by the Navy. ‘The net effect of the restriction was to slow down 
research and development operations and created an unnecessary 
additional administrative workload. 
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On June 28, 1957, the Secretary of Defense (Hon. Charles E. Wil- 
son) issued a memorandum to the Army, Navy, and Air Force direct- 
ing that no research and development contracts would be executed 
without prior approval by him. This requirement has not been 
rescinded, and its effect on the three services has been to delay the 
initiation of new project activity as well as the extension of projects 
in operation. 

On August 13, 1957, the Secretary of Defense (Hon. Charles E. 
Wilson) issued a memorandum to the Army, Navy, and Air Force 
placing an overall expenditure ceiling on each service for the fiscal 
year 1958. 

On August 17, 1957, the Secretary of Defense (Hon. Charles E. 
Wilson) issued a memorandum to the Army, Navy, and Air Force 
directing that they: 


* * * make necessary revisions in programs presently plan- 
ned for funding under both “Research and development” 
and ‘Procurement and production” appropriations * * * 
to reduce support requirements under ‘Procurement and 
production” appropriations by a total amount not less than 
10 percent of the fiscal year 1958 “Research and develop- 
ment”’ appropriation for each department, and such require- 
ments will be funded under ‘‘Research and development’”’ 
appropriations. 


The memorandums dated August 13, 1957, and August 17, 1957, 
were canceled late in October 1957 by the Secretary of Defense (Hon. 
Neil H. McElroy). During the 2 months they were in effect, however, 


the research and development program was seriously impaired. In 
the Army, for example, (1) the completion of 69 contracts in the 
Quartermaster Corps was delayed 2 months to 1 year, (2) the execution 
of new contracts in the Corps of Engineers was delayed 3 to 6 
months, and (3) no contracts citing fiscal year 1958 funds were 
executed in the ground mobility program in the first 6 months of 
fiscal year 1958. The foregoing effects on the Army program are 
taken from the testimony of Lt. Gen. James M. Gavin before the 
House Committee on Government Operations. (See copy of hearings 
before this committee, entitled “Research and Development” [pt. 1, 
Background Testimony], p. 270). 

In the Navy similar delays occurred. The Navy bureaus at this 
time are compiling lists of contracts that. were terminated or delayed. 
There is attached a memorandum with three enclosures, dated June 
16, 1958, from the Chief, Bureau of Ships, to the Chief of Naval 
Operations, showing the sequence of apportionments and expenditure 
ceilings applied to the Bureau of Ships for fiscal year 1958, and 
examples of their effect on research and development activities. This 
memorandum describes not only the delaying effect of these directives, 
but also the additional administrative workload entailed. 
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In the Air Force the effect of these 2 memorandums was to reduce 
effort contracts by 5 percent, and to slow down the entire research 
and development program in the first 6 months of fiscal year 1958. 
The Air Force has furnished us with a list of 254 contracts that were 
terminated as a result of these memorandums. As of May 9, 1958, 79 
of these contracts have been renewed, but we are told thas most 
of the remainder will not be renewed. 

Each of the three services (Army, Navy, and Air Force) has re- 
quested, from time to time during each fiscal year, emergency funds 
from the Secretary of Defense to cover immediate and (in their 
opinion) urgent requirements not provided for in the regular program. 
The amounts granted have never equaled the amounts requested for 
the reasons that, (1) sufficient emergency funds were not available, 
or (2) in the opinion of OSD officials either the funds were not required, 
or the need for the activity was not urgent. In those cases, however, 
where funds were provided, and the projects involved continued into 
succeeding years, the planned programs to be budgeted in the succed- 
ing years had to make room for these projects initially funded from 
emergency funds and, unless there was room due to completion, and 
suspension or termination of projects from natural causes, other 
projects had to suffer uanliale. 

Instructions issued by the Office of the Secretary of Defense had 
the effect of counteracting the guidelines issued by the OASD/R&E. 
For example, the guidelines for fiscal year 1957 did not specify 
whether or not provisions for the ballistic missile program was to be 
included in the new obligation authority (NOA) ceilings. On Novem- 
ber 8, 1955, the Secretary of Defense advised the Army by memoran- 
dum that the ballistic missile program would be separately funded. 
No provision was made by the Army therefor, in its initial fiscal year 
1957 budget submission, nor in its subsequent financial plan for the 
ballistic missile program. In August 1956, however, after the funds 
were appropriated, the ASD/Comptroller, in approving the appor- 
tionment of funds to the Army, earmarked $25 million for the ballistic 
missile program. ‘The Army research and development program had 
to be revised by curtailing or eliminating other planned projects. In 
fiscal year 1958 a similar condition arose, except that after the initial 
budget estimate was submitted without any provision for the ballistic 
missile program, the Army was directed to revise the estimate to pro- 
vide for $17 million for rt, to be included in the President’s budget 
request. Again other projects had to be curtailed. We recognize the 
importance of the ballistic missile program and the necessity for 
making funds available to carry'it out. We believe, however, that 
this continued practice to contain the research and development pro- 
gram, emergency or no emergency, within ceiling straitjackets may be 
— retarding and stifling the overall research and development 
elfort. 








eee 
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Prior to August 24, 1956, the Chief of Naval Operations was di- 
rected, informally we are told, to provide $15 million out of the fiscal 
year 1957 “Research and development” appropriation for the ballistic 
missile program. To do this the Navy had to: 

1. Cancel six other projects in whole or in part. 

2. Reduce the level of effort in 11 projects or areas. 
3. Defer operations indefinitely on three projects. 
4. Delay operations 1 year on 2 projects. 

In the fiscal year 1953 the Office of the Secretary of Defense re- 
served $25 million for carryover into the next fiscal year before 
obligations could be incurred thereagainst. As a result, research and 
development contracts totaling $11.3 million; supply, material, and 
en contracts totaling $11.2 million; and other contracts 
totaling $25 million had to be deferred. 

In the Air Force, the ASD/Comptroller in the approval of fiscal year 
1957 apportionments earmarked $49 million for the ballistic missile 
program, of which amount $34 million had been provided in the fiscal 
year 1957 planned program. The balance of $15 million had to be 
provided by reprograming in other planned program areas. 
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MILLIONS 


F. Y. 1958 


Indirect cost of facilities support. 


2. Requirements for other DOD agency activities. 
estimates, or guidelines. 


3, Requirements not included in original budger 


1. 
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MILLIONS 


Ballistic Missile Project) 


4. Supplemental appropriation ($30 million for transfered 
5. Increased cost of facility support. 


2. Extra $100 million approprated. 


3. Ballistic Missiles Program. 


: 1. Not available for these years. 


feeeeeeees Indirect Cost ($139 Million) 
Notes 
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Exurpit 2—-E 


Composite of applicable indexes for determining Research and Development 
cost index, Mar. 10, 1958 


[1947-49= 100] 


rem 1949 | 1950 | 1951 | 1952 | 1953 1954 | 1955 | 1956 | 1957 |19582 


Seems and purchased parts: 
achinery and motive products 


Materials * 


Rubber and products 
Metals and metal products 
Nonmetallic minerals, structural 


Skilled wages: Manufacturing, weekly 
earnings 3 


Scientific salaries: Los Alamos survey-.. 
—— } 
Overhead | '129, 1/131, 4/140, 2/156. 0|162. 3)161. 4 


| 


Research and development index 100/102. 1/104 4/112. ee. 1 


1 The above percentage distribution of elements of cost was derived from a sampling of Navy Research 
and Development contracts. 


2 Based on January 1958 data. 
3 Source: Wholesale Price Indexes, Statistical Abstract of the United States, 1957. 





The research and development index used in the chart for adjusting 
the availability of research and development funds was derived by 
the following procedures: 

1. The Navy was asked to take a sampling of recent research and 
development contracts for purposes of determining what elements of 
cost, with the respective percentage distribution, make up the average 
research and development contract. The following contract dis- 
tribution was derived: 


Percent 
Equipment and purchased parts 
Materials 
OUUNME OMNES a esac os os wi Si ee cnes inca omg co css Stein aces ae 
Scientific salaries 
Overhead 


2. Applicable indexes were used for each element of cost. 
indexes were taken from wholesale price indexes (base 1947-49) of 
the Statistical Abstract of the United States, 1957, from which the 
primary sources are publications of the Department of Labor, Bureau 
of Labor Statistics. The indexes used from this source are shown in 
the chart for “Equipment and purchased parts, materials, and skilled 
wages.’’ The index for scientific salaries was derived by using infor- 
mation provided in the national survey of professional scientific 
salaries, conducted by Los Alamos Scientific Laboratory of the 
University of California. 

Overhead is usually a fixed percent of salaries and wages, and since 
there is no index for ovelinl, as such, the indexes for skilled wages 
and scientific salaries were weighted to arrive at an index for overhead. 

3. The five indexes were then weighted in accordance with the 
percentage distribution provided by the Navy contract information 
to arrive at the research and development index. 
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Exuisit 2—-F 
Marcu 14, 1958. 


DEPARTMENT OF DEFENSE, OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE (RESEARCH AND ENGINEERING) 


EXPLANATION 





OF OBLIGATIONS 





AND ACCOUNTING ADJUSTMENTS 


1. Obligations.—The use of obligations rather than appropriations 
and expenditures in the graphic illustrations “Obligations from re- 
search and development appropriations” was based primarily on the 
two following reasons: 

(a) Program reports available to this office are on an obligation 
basis only. Expenditures and appropriation amounts are available 
only on an overall basis, i. e., totals by military department. There- 
fore, the obligation basis is the only monetary measure available for 
application to a time series comparison such as the guided-missiles 
program. 

(6) Obligations provide a more realistic measure by fiscal year, 
inasmuch as there is less tendency toward wide fluctuations as may 
be reflected in the use of appropriations or expenditures. ‘The use of 
obligations reflects the actual obligations against current year appro- 
priations as well as all unobligated prior year appropriations. Appro- 
priations will reflect only new obligational authority provided for the 
year concerned, while expenditures, although reflecting expenditures 
against all appropriations available, have a tendency to stretch out 
the actual effort because of the large unliquidated obligation balances 
inherent in research and development. 

2. Accounting adjustments.—It is necessary to illustrate that portion 
of obligations which represents accounting adjustments. It is im- 
portant because these obligations do not represent additional research 
and development effort. They are elements of cost which were 
formerly included in the maintenance and operation and other parts 
of the budget. 

To explain more fully, in fiscal year 1955 additional indirect costs 
were transferred from the Navy maintenance and operation type 
appropriations to the research and development appropriation, and 
in fiscal year 1956 and fiscal year 1957 additional steps were taken to 
provide a more uniform presentation of the research and development 
indirect costs. Hence, additional elements of cost, which in previous 
years had appeared in maintenance and operations and other parts 
of the budget, were included in the research and development appro- 
priation for all three services. The cumulative total of these support 
costs that bave been included in the research and development appro- 
priation over the fiscal years 1955-57 is approximately $265 million. 
This is for the support of research and development installations, 
nonstandard supplies and equipment, and fuel and lubricants for opera- 
tion of research and development aircraft. Some examples of these 
are: 





Pay of civilian personnel engaged in test support. 
Purchased utilities. 

Leased communications. 

Local procurement of supplies. 

Laundry and dry cleaning. 

Utility systems. 

Contractor maintenance of equipment. 

Leased real property rentals. 
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Electrical accounting machine rentals. 
Security guards. 
Commercial transportation of things. 
Shop and warehouse repairs. 
Pavements. 

Exuisit 2-G 


Department of Defense—Obligations from research and development appropriations 
[Millions] 


Col. (4) | Col. (6) 
adjusted | adjusted 
Compar- Available} by re- by re- 
Fiscal year Obliga- g able evel Missile | for non- | search search 


tions |justments| ability {programs} missile | and de- | and de- 


programs | velop- velop- 
ment ment 
index index 


(6) 
1950: 
Army | : ; $100. 0 

J | , 151.0 
171.0 


422.0 








238. 3 


211 


334. 
247. 
793. 
290. 
386. 
295. 


oionem 











S$ 
w 
wl sae 








Army : idiaecoeeel ; 
0 Se RR le 490.0 eae 
Air Force ; GT Ioiceonsn 493. 0 





1, 384.0 |__. Lae | 





j hiccsacndpuadeeeeh SE 345.0 
FOI it ictcleessetsnildlbsi ae hs scoioces 416.0 
Air Force ; ae 404.0 


1, 165.0 | -| 1,165.0 





325. 0 
358. 0 
460.0 


1, 143.0 








377.0 
471.0 





Air Force 


DOD.. 








1957 





Army ._.- 37. ¢ |} 392.0 
Navy. .- sake 571. i | 525. 0 
Air Force , -| 698.0 174. 0 | 524.0 


OOD css se actickl 1,706.0 265.0 | 1, 441.0 





1958: 
APTAG : 200 wi 468. 7 45.0 423.7 
Navy. .-.-- | 570.8 46.0 524.8 
Air Force — 682. 5 174.0 508. 5 


1,722.0| 265.0 | 1, 457.0 
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Exurisit 3 


DOD obligations from research and development appropriations by performance 
component, December 20, 1957 } 


[Dollars in millions] 


Inside gov-| Profit or- | Educational) Other non- 
ernment | ganizations |institutions profit 


Fiscal year 1958 (estimated): 
Army 


Air Force 


























Fiscal year 1951 and prior 3. ...............|-.-.....-.-- | Perkicin ss aed 





ne Does not include possible additional Emergency Fund allocations or possible supplemental appropria- 
ons. 

3 Not available; included under nonprofit. 

3 Data not available on a uniform basis. 
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Exuipit 4 


DEPARTMENT OF THE NAvy, 
BureEAv OF SHIPs, 
Washington, D. C., June 16, 1958. 

From: Chief, Bureau of Ships. 

To: Chief of Naval Operations (OP-91B). 

Subject: Effect of delayed apportionment of funds and expenditure 
limitations on Bureau of Ships research and development program, 
fiscal year 1958. 

Reference: (2) FONECON between Mr. Kline of the staff of Repre- 
sentative Dawson (chairman, Government Operations Committee) 
and Capt. F. G. Law (BUSHIPS, code 315) of May 7, 1958; (6) 
BUSHIPS confidential letter C—L1-1/58 (310) series 310-011 of 
October 11, 1957, to CNR. 

Enclosure: (1) Sequence of apportionment of fiscal year 1958 research 
and development, Navy, funds to the Bureau of Ships; (2) Sequence 
of expenditure ceilings assigned Bureau of Ships, fiscal year 1958; 
(3) Examples of effect of delayed apportionment and expenditure 
limitations. 

1. By reference (a), Mr. Kline requested information as to the 
effects of the subject actions on the Bureau’s operations. Captain 
Law agreed to furnish such information to the Chief of Naval Opera- 
tions for a composite Navy answer to this request. Reference (6) 
is the Bureau’s reply to the Chief of Naval Research on the effect of 
expenditure limitation on research and development. A copy of this 
letter was furnished to the Chief of Naval Operations. 

2. Enclosure (1) lists the sequence of apportionment of fiscal year 
1958 research and development, Navy, funds to the Bureau of Ships. 
The effect on the availability of funds due to the withholding of 
$50.5 million from the Navy by the Bureau of the Budget and an 
additional $50.5 million by the Navy Comptroller is reflected in the 
amount apportioned to the Bureau of Ships for research and develop- 
ment. The initial increase of Research and Development, Navy, 
funds to the Bureau to $73,234,000 on November 1 results from a 
release of the funds held by the Navy Comptroller. As a result of 
these fund limitations, considerable effort was expended by the 
Bureau preparing priority lists of contract work which could be 
accomplished within the apportioned figures and which would accom- 
modate the most pressing continuing work that had to be funded. 
Later some new work was included. No items were actually trans- 
ferred from production and procurement planned programs to the 
research and development program, although plans for such action 
were made. 

3. Enclosure (2) lists the sequence of the assignment of expenditure 
ceilings on the Bureau’s Research and Development program during 
fiscal year 1958. As a result of the first expenditure ceiling, attempts 
were made to realistically ascertain expenditures that would result 
from prior year contracts and from those continuing contracts on high 
priority work which had to be furided. Existing contracts were ex- 
amined for possible cancellation to reduce expenditures. The funding 
of contracts was held up pending resolution of the expenditure posi- 
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tion and the establishment of priority lists. In addition, all field 
activities were instructed to institute actions which would reduce 
expenditures during the current year. 

4. Until the expenditure limitation was raised in November 1957, it 
was difficult to tell which of the actions enumerated above was most 
restrictive. Since the means to accurately predict and control ex- 

penditures was lacking, the initial expenditure limitation was probably 
Sondeeling and prevented maximum use of apportioned funds. The 
lack of firm and reasonable plans early in the fiscal year caused a 
great deal of extra work. The preparation of procurement requests 
and contract actions was delayed with the resultant late start of some 
contracts and slow down of others. Because of the complex and 
diversified nature of the Bureau of Ships Research and Development 
program, it is almost impossible to arrive at an irrefutable listing of 
cause and effect by contract. Effective research and development 
requires a continuity of good thinking, planning, and work with firm 
fiscal implementation. Prosecution of the research and development 
program this fiscal year has been more difficult than usual. 

5. Enclosure (3) contains examples of the effects of delayed appor- 
tionment and expenditure limitations on the Bureau of Ships Research 
and Development program. 

A. G. Mumma. 


[Enclosure 1] 


Sequence of apportionment of fiscal year 1958 funds to the Bureau of Ships, appropri- 
ated funds, $84,273,000 


Action No. Approval Effective Asaount ape 
date date portion 


. 18,1957 | Aug. 30, 1957 $64, 745, 000 
1,1957 | Nov. 1, 1957 73, 234, 000 

. 10,1957 | Nov. 30, 1957 82, 948, 000 
10,1958 | Jan. 10, 1958 84, 198, 000 

- 15,1958 | Jan. 15, 1958 79, 898, 000 
. 21,1958 | Feb. 21, 1958 84, 198, 000 
. 30,1958 | Apr. 30, 1958 84, 248, 000 


[Enclosure 2] 


Sequence of expenditure ceilings assigned Bureau of Ships in fiscal year 1958 


Action No. Date Ceiling assigned 


7, 1957 2,000 ($39,165,000 Ist half). 
. 4,1957 000,000 ( ($46,963,000 ist half). 
7, 1958 


[Enclosure 3] 


EXAMPLES OF EFFECT OF DELAYED APPORTIONMENT AND EXPENDITURE 
LIMITATIONS 


NObsr-72678 G.E. Co., fora parallel TWT jammer 


The estimated extra cost to the Government on this contract was 
$30,000 and delayed the completion of the project for 6 months due 
to deferment and rescheduling of the work and the reassignment of 
personnel. 
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NObsr-64626 Clevite Corp. for a standard body and propulsion for the 
BLQ-2 (fixed underwater sound sonar) 


Resulted in 6 months’ delay due to lack of funds and procurement 
backlog. 


NObs-72682 Raytheon Corp. for a bitermitron jammer (electronic 
countermeasures ) 

Added $15,000 to the cost due to the deferment and subsequent re- 

scheduling of the work. Delayed the delivery of the equipment by 6 

months. This delay in equipment delivery resulted in an additional 


delay of 5 months for rescheduling the testing at the Naval Research 
Laboratory. 


NObsr-72553 G.E.Co.for WLR-2 

Could have cost the Bureau an estimated $35,400 with a delay up to 
6 months if the contractor had not proceeded after his funds were 
exhausted. The independent action of the contractor involved saved 
the Bureau of Ships from the delay and extra cost since the contractor 
proceeded with the work at his own expense in spite of official warning 
that the contract was out of funds. Since this equipment was in- 
volved in the shipbuilding scheduling, 1 whole year in the subject 
building program could have been lost. 


NObsr—72514 Maico Electronics Corp. for the development of the DSQ-2 
Could have resulted in $34,000 in additional cost and a delay of 3 


months if the contractor had not acted in the same manner as GE 
contractor in proceeding with his own funds. 


NObsr-64858 Southwest Research Institute for development of direction 
finding equipment for the QRC-3 
Continued consulting work for 3 months at his own expense. 
NObsr-72528 University of Alaska, VLF propagation studies 
Work halted October 1957 due to lack of funds. Work not yet 
resumed. 


NObsr-52542 North Carolina State College, data analyzer 
Work halted from October 1957 to March 1958 due to lack of funds. 


NObsr-72519 Raytheon Corp., tubes for ECM deception and jammer 

Three amendments for output tubes in 3 microwave bands each 
delayed 6 months or more due to expenditure limitation and subse- 
quent large backlog of contract work. 

In the NTDS program, the feasibility study of the C link was 
delayed 4 months due to expenditure limitation. Other procurement 
actions for NTDS were also delayed several months due to large 
backlog of contract work. 

In the field of nuclear power, the mockup for the small submarine 
reactor powerplant was delayed approximately 2 months due to 
unavailability of funds. 


NObs-72025 Westinghouse Electric Corp., Project Shadow 
This contract had sufficient fiscal year 1957 funds to support it to 
early fiscal year 1958 at which time fiscal year 1958 funds could nor- 


mally have been committed to prevent a break in contract effort. 
Fiscal year 1958 funds were ultimately authorized on October 19, 1957, 
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and a procurement request was processed on October 30, 1957, thus 
permitting negotiation to begin. This resulted in amendment No. 5 
dated January 8, 1958. The contractor indicates that he tied up 
some of his own money in order to keep a token effort on the contract. 
Considering the loss of personnel and the necessity for training newly 
assigned personnel, it is estimated that the contract will have been 
delayed about 9 months at an additional cost of $120,000. 


NObs-72928 Varian Associates, Project Nuclass 


Based on the contractor’s proposal of March 15, 1957, a procure- 
ment request was initiated on July 5, 1957, to obtain followup effort 
on work which was at that time active. The commitment of fiscal 

ear 1958 funds was ultimately authorized on October 29, 1957. 

egotiations began but due to the reassignment of personnel which 
resulted from the lapse in effort, the contractor forwarded a new pro- 
posal at an increased cost of $26,768. As of May 14, 1958, negotia- 
tions are continuing with a delay which has already reached 9 months 
with an increased cost which will probably be near the previously 
mentioned $26,768. 








SECTION II. OFFICE OF SECRETARY OF DEFENSE 


The nature and scope of the work performed, and the work remain- 
ing to be done by the staff members, together with the findings of the 
staff members will be discussed under each of the eight items of 
information requested by the committee. 


Item 1. A definition of their terms “‘basic research,” “applied research,” 
“development,” and “applications engineering” as used in respond- 
ing to the items 2 to 8 following 

In his memorandum dated January 24, 1958, to the chairman, House 
Committee on Government Operations, Mr. Donald A. Quarles, 
Deputy Secretary of Defense, stated that the following definitions were 
used by the Department of Defense. 

Basic research is that type of research which is directed toward 
the increase of knowledge in science. It is research where the 
primary aim of the investigator is a fuller knowledge or under- 
standing of the subject under study. 

Applied research is that type of research which is directed 
toward practical applications of science. 

Development is the systematic use of scientific knowledge 
directed toward the production of useful materials, devices, 
systems, methods, or processes. 

These definitions correspond with those propounded by the National 
Science Foundation, a recognized authority in the field of research and 
development. 

Mr. Quarles stated in his memorandum that the term ‘applications 
engineering” has never been used for purposes of categorizing research 
and development obligations or expenditures within the Department 
of Defense. He also stated that the Department of Defense budgets 
for research and development are not prepared or submitted according 
to the basic research, applied research, and development classifications; 
nor are the research and development program and project operating 
and accounting records maintained under these classifications. 

The information requested by the committee has been submitted on 
a different basis that will be described in each of the sections following. 

Inasmuch as these research and development classifications have no 
budgetary or funding significance no further reference will be made to 
them in this report. 


Item 2. The amounts requested in the prepration of annual budgets and 
of supplemental and deficiency appropriation requests at each level 
in the Office of the Secretary of Defense for the fiscal years 1950 to 
1958 for each of the categories listed in item 1, showing the nature of 
the projects for which the requests were made 

No research and development systems or project activities are con- 
ducted by the Office of the Secretary of Defense (OSD) although the 
advanced Research Projects agency is empowered to do so. The 
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functions of OSD as they relate to research, development, test, and 
teen are: 

To establish basic policies and procedures to be followed by 
the three services (Army, Navy, and Air Force) in the preparation 
of annual budget estimates and budget execution (financial) plans. 

2. To issue guidelines and other instructions to the services to 
insure conformity with these policies and procedures. 

3. To review and approve budget requests and execution plans 
submitted by the three services. 

4. To present the approved budget requests to the Bureau of 
a Budget for inclusion in the President’s budget. 

To approve the apportionments of appropriated funds re- 

que eat by the services and to make funds available to the services 
6. To determine through a system of reviews and reports that 
research and development activities are progressing satisfactorily. 
With the exception of the Advanced Research Projects Agency, 
the only funds requested by the Secretary of Defense are emergency 
funds to be available to the three services for the conduct of research 
and development activities which have become immediately neces- 
sary, and for which funds had not been provided in the regular research 
and development appropriations. The Secretary of Defense also has 
authority by law to augment the amounts of emergency funds appro- 
priated by transfer of not to exceed $50 million in any year from other 
available sources of funds. This amount was increased by $100 million 
in fiscal year 1958 to $150 million. 


Item 3. Following through, for each of the items requested in item 2, a 
statement of the amounts requested by the Office of the Secretary of 
Defense and by the President (BOB) 

The budgeting process at the OSD level for the research and devel- 
opment effort involves the research and development appropriations 
requests submitted by the three military departments, the emergency 
fund appropriation, the Advanced Research Projects Agency and the 
transfer authority which authorizes the Secretary of Defense to trans- 
fer funds from other appropriations to the emergency fund and thence 
to the research and development appropriations. Although the pro- 
curement and production and other appropriations are also very 
intimately involved, this interim report will not deal with them further. 
The estimated amounts required for the fiscal years 1955 through 
1959 have already been set forth in section I. 

In fiscal years 1956, 1957, and 1958 the transfer authority and the 
emergency fund appropriations were in the following amounts: 


[Millions] 








Transfer authority -- See Na 
Emergency fund appropriation _ an 





The determinations of the amounts of emergency funds to be re- 
quested and the amounts of funds to be transferred are made by the 
Secretary of Defense and these items are handled in the Budget 
Division of the Assistant Secretary of Defense (Comptroller). Due 
to the inherent nature of the items these amounts are essentially 
judgment figures based in limited degree upon experience. 
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The following schedule shows, for the fiscal years 1953 through 1958, 
(1) the amounts of the initial research and development budget re- 
quests submitted by the Army, Navy, and Air Force to the Office of 
the Secretary of Defense, (2) the amounts approved by the Secretary 
of Defense, and (3) the amounts included in the President’s budgets. 


This schedule ae from information in the charts attached 
as exhibit I in section 


[Amounts in millions] 











Action Army | Navy Air Force 

Fiscal year 1953: 

Service submission to Office of the Secretary of Defense - $502 | $569 $580 

Secretary of Defense submission to Bureau of the ae 484 | 550 525 

President’s request - -..--.-- pdpaa . ; 450 | 498 525 
Fiscal year 1954: | 

Service submission to Office of the Secretary of Defense 450 | 498 543 

Secretary of Defense submission to Bureau of the Daten. 370 426 475 

President’s request. ..............-...--- ; ad 37 437 475 
Fiscal year 1955: 

Service submission to Office of the Secretary of Defense. 1 427 483 

Secretary of Defense submission to Bureau of the Budget- 389 431 

President’s request-.... 2 pains m ivieadini an laaid peaiiia 389 431 
Fiscal year 1956: ! 

Service submission to Office of the Secretary of Defense. 


390 
355 
355 
392 439 431 
Secretary of Defense submission to Bureau of the Budget. 333 439 570 
Premicelit © BOGMONE . sans. oh cascnennon te 333 432 570 
Fiscal year 1957: ! 
Service submission to Office of the Secretary of Defense - 410 
Secretary of Defense submission to Bureau of the mates. 410 
President’s request.....--- — ; eae. ad 410 
Fiscal year 1958: ! 
Service submission to Office of the Secretary of Defense. 596 
Secre tary of Defense submission to Bureau of the wane 400 
President’s request biaie seni ebirsianda 400 


579 628 
493 610 
_ 493 | 610 
536 858 
505 661 
505 661 














1 The amounts shown for the Navy in fiscal year 1955 and for all services in the fiscal years 1956, 1957, and 
1958 are not comparable with the prior fiscal year amounts because they include indirect costs of operating 
and managing Government-owned facilities which costs were paid from appropriations other than from 
research and development appropriations in the prior fiscal years. 


At our request, both the Budget Office in the ASD (Comptroller) 
organization, and the Office of Review and Services in the ASD (Re- 
search and Engineering) organization furnished the amounts of the 
initial budget submissions of the three services for fiscal years 1956-58, 
the dates submitted, the amounts recommended by each to the next 
higher authority, and the dates of such recommendations. 

The data submitted by the two offices show substantial differences 
which are not specifically explained. The general explanation given 
for such differences was that the data presented to the ASD (R&D) 
was in the form of project listings submitted by the program offices 
of the military departments at least a month in advance of the fiscal 
presentations through Comptroller channels. Therefore, the budget 
figures are generally less, except for accounting adjustments trans- 
fer Tring indirect support costs from other appropriations to the R&D 
appropriations. 

These differences between the data considered by the ASD/R&D 
for technical program review, and the data considered in the budgetary 
review through Comptroller channels, together with information con- 
tained in the tables which follow raises considerable question as to 
the importance of the ASD/R&D technical review to the budgetary 
process of determining dollar amounts. The ASD/R&D recommen- 
dations for fiscal year 1956 are identical with the fiscal year 1956 
guideline amounts. No formal recommendations were made for fiscal 
year 1957. For fiscal year 1958 the ASD/R&D informal recommen- 
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dations were different from the guideline amounts, but by only 0.2 
percent for the Air Force, for example: 








Thousands 

Bis Moree Winceline SUAGUREs oo. 65 cca es eh oso een deiaks-bhe<pped $570, 319 
Additional 10 and 15 percent permitted___......----.--...-------.- 142, 580 
I SED PEER. 88, ewan at akenecerdrescanndecunawnweeye 83, 000 
RNR: Pie Gia cede me eal twe nktadwxnewret at oedabawe 795, 899 

AB DIET MOONS! TOOOMMONASHON . 6 i okie a ene cdéccdndacumesnn 797, 770 
es Satan Coe ese eee od acta nceeecaewaeseee 1, 871 


R&D budget requests, fiscal year 1956 
[In thousands] 


Army Navy | Air Force Total 


Amounts requested by service submissions to Secretary of 











Defense on Oct. 4, 1954, as reported by ASD/C__------.-.-- $392, 062 | $439,198 | $431,000 | $1, 262, 260 
Amounts requested by service submissions to ASD/R&D on 
Sept. 1, 1954, as reported by ASD/R&E---................. 392,881 | 434,508 | 557,302 | 1,384, 601 
DOD request submitted to BOB on Dec. 21, 1954, as reported 
Set IT tite ior hn oecen tale cnennenhatigisabeweransniauniimeiaas 333,000 | 439,331 | 570,000 | 1,342,331 
Deduct: 
sete enennies Toor ABDI) .. 2... ncccccnccccondnccccse TAGE Ion caamiuiee 2, 000 27, 548 
ADEE USNR 68 ois 5 ai etc ccnticcn occa dsccd ees | 7,398 | 139,000 146, 398 
DOD request to BOB for direct costs. _........-.------ 307,452 | 431,933 | 429,000 1, 168, 385 
Amounts recommended to Secretary of Defense on Dec. 2, 
Ss NT I si cisaicaics a  ediliaeh athincndh inccereennaabarcesaatel 329, 130 389, 271 429, 000 1, 147, 401 
ASD/R&D recommendation more (less) _.......-..-.-.- 21, 678 | CG laeoaccnoe (20, 984) 








For fiscal year 1957, the ASD/R&E reported that “formal recommendations 
were not made to Secretary of Defense by ASD (R&D), since this position was 
vacant until December 5, 1955.” 

R&D budget requests, fiscal year 1958 


[In thousands] 























Army Navy | Air Force! Total 
| | 
! 
Amounts requested by service submissions to Secretary of 
fense on Nov. 26, 1956, as reported by ASD/C.-.-_.---.---.-.-- $596, 000 | $536,000 | $858, 000 |$1, 990, 000 
Amounts requested by service submissions to ASD/R&D on 
Sept. 1, 1956, as reported by ASD/R&E-.............--....-.- 565,090 | 534,750 | 851,850 | 1, 951, 690 
DOD request submitted to BOB on Dec, 26, 1956, as reported | f < 
er RR he eit Rl ein d nate bab ectmndsebiebe 400,000 | 505,000 | 661,000 | 1, 566, 000 
Deduct joint agencies (per ASD/R&E)-._--.-.--.-.--..--.-.-.- 28, 910 1, 250 6, 150 36, 310 
DOD request to BOB less joint agencies. _..........-..-. 371,090 | 503,750 | 654,850 | 1, 529, 690 
Amounts informally recommended to Deputy Secretary of 
Defense on Nov. 29, 1956, by ASD/R&D 1...........----..--- | 501,645 | 657,958 | . 797,770 | 1, 957,373 
ASD/R&D recommendation more (Jess) _.......-...------ 130,555 | 154, 208 | 142, 920 427, 683 


! ! 





1 The ASD/R&E report reads: ‘‘(Formal recommendations were not made to secretary of Defense by 
ASD(R&D). However, informal recommendation presented to the Deputy Secretary of Defense on Nov. 
29, 1956, as part of a general study of program levels, included the [above amounts]).’’ The differences be- 
tween amounts requested by the services and amounts recommended by ASD/(R&D) were stated to be 
“not applicable, since recommendations were not official.’’ 














we 
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A further indication, of the determination of dollar amounts with 
little direct integration with specific program items, may be found in 
the response to a direct question about explaining in detail the OSD 
budget reductions. It was stated by the budget office that the budg- 
etary processes and controls are fiscal and administrative matters, 
such as enforcing OSD policies and getting total budget requests down 
to total ceilings, rather than substantive program matters. It was 
also stated that budget cuts by OSD are not often by specific identifi- 
able project or organization or item. It was said that budget requests 
generally exceed the total limits and must be squeezed down and 
R&D gets squeezed along with all the others. At the OSD level, no 
item by item detailed explanation of reductions is possible. 

The following schedules show in more detail the executive branch 
development of budget estimates by appropriation titles for fiscal years 
1953 through 1958. Supplemental appropriations are also shown. 
These schedules carry the figures up to the amounts shown in the 
President’s budget submitted to the Congress. These amounts also 
reflect accounting changes which add indirect R&D costs under the 
R&D appropriations in fiscal year 1955 for Navy and fiscal years 
1956-58 for all services. 


Executive branch development of budget estimates, fiscal year 1953 


{In thousands] 

















l l 
Full re- | Benech- | OSD- | Service | DOD DOD Final 
quire- mark | BOB reclama | submis- BOB submis- BOB 
ments | budget, |staff anal-| to OSD, | sion to | markup,| sion to | markup, 
| budget, | Nov. 20- ysis, Dec.) Dec. 12- BOB, Dec. 29, |President,| Jan. 5, 
Nov. 20-| 30, 1951 | 8-10, 1951 14, 1951 | Dee. 17- 1951 Jan. 4, 1952 
| 30, 1951 | 21, 1951 1952 
OSD, emergency | | | | | 
fund... $90,000 | $90,000 | $90,000 |-..--- | $90,000 | $60,000 | $60,000 $60, 000 
Army, research and | | | 
development......| 502,034 407,978 | 390,228 | $402,043 | 484,200 | 435,000 | 484,200 | 450,000 
Navy: | | | | 
Research -. 80,663 | 72,217 20,217 | 79,967 78, 967 75,717 | 78,967 75, 700 
Research and | 
development. -| : : 434, 350 a oa imamate ene deed Sarmndinine ita Mevitiedes 
Air Force, research } } | | 
and development..| 580,000 | 580,000 500, 000 580, 000 580, 250 525, 000 525, 000 525, 000 
| ' ! 





Chronological development of budget estimates, fiscal year 1954 


[In thousands] 














|} DOD sub- 
Service | Service mission Presi- 
| Service | Staff reclama to | supple- to BOB, Initial dent’s 
| request, | estimate, | | Secretary mental Nov. 1, BOB budget 
Sept. 2, | Oct. 18- | of Defense, | requests, 1952 (as | markup, | allow- 
| 1952’ | 20,1952 | Oct. 26-'| Oct. 24, | revised | Dec. 13, | ance, 
| 28,1952 | and Nov. | through 1952 | Dec. 24, 
| | 10, 1952 Dec. 19, | 1952 
1952) 
iia aneaeatt - | a i pote enpinatci diners 
OSD, emergency fund....| $35,000 | $35, 000 | ee be eel $60,000 | $60, 000 $60, 000 
Army, research and de- | | 
velopment. -.-_.-_--- | 634, 673 437, 648 RNG IE Bich catccieinicctind 489, 839 £40, 000 475, 000 
Navy, research. -- | 76,300) 74,952 | FOOD Fes 404.4 75,618 | 171,952 74, 952 
Air Force, research and | | 
development--.......-- 580, 750 | 468, 750 | i er eee 550, 000 517, oo | 537, 000 











1 $483,000,000 for direct research and development costs included in other appropriations. 


29529—58——_9 
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Chronological development of revised budget estimates, fiscal year 1954 














[In thousands] 
| a 
| In printed | Service Frm Reclama | Secretary BOB al- 
budget, | revised vised es- by service, | of Defense | lowance, 
Jan.9, | estimate, timate, Apr. 17, | allowance, May 7, 
1953 Feb. 28, | Mar. 26-27 1953 May 5 1953 
1953 | 1053 | 1953" 
apical nhl tiia  S SlIS og Rial ia ata, 
| 
OSD, emergency fund. -.---... $60, 000 $60, 000 $60, 000 | $60, 000 $60, 000 $60, 000 
Army, research and develop- | 
rl eccrine eminem | 475, 000 450, 000 | 370, 000 | 450, 000 370, 000 370, 000 
Navy, research ___............ 74, 952 | 74, 792 | 68, 620 | 68, 620 | 68, 600 68, 600 
Air Force, research and de- | | 
RLARINONE cst ca08 cecacede | 587,000 | 542,770 | 485, 938 a 500, 000 | 475, 000 475, 000 





- : fs ~- 
Executive branch development of budget estimates, fiscal year 1956 


[In thousands] 


| | 
| Service | OSD-BOB | DOD sub- | 
| 
| 











request | staffrecom- | mission to President’s 
| Dec. 5, | mendations, | BOB, Dec. budget 
| 1953 | Dee. 5-10, | 18, 1953 allowance 
1953 | | 
| 
OSD, emergency fund_....-..--.--.----- = $35, 000 $35, 000 $35, 000 | $35, 000 
Army, research and development - si at 389, 552 355, 000 355, 000 | 355, 000 
Navy, research... el i 61, 000 | 61, 000 | 61, 000 
Air Force, research and development..___- i | 482, 813 | | 431, 000 431, 000 | 431, 000 





tzecutive branch development of budget estimates, fiscal year 1956 


[In thousands] 


OSD-BOB Service | DOD sub- President’s 








Service | staff reclama, | mission budget 
request, | amalysis, | Nov. 24-30,) to BOB | allowance, 
Oct. 4, 1954 | Nov. 19-23, | 1954 | Dec. 21, | Dec. 29, 
| 1954 | 1954 1954 
OSD, emergency fund- sool $35, 000 $50, 000 $50, 000 $35, 000 | $35, 000 
Army, research and development_. 392, 062 272, 225 378, 978 | 333, 000 | 333, 000 
Navy, research and development 439, 198 416, 405 439, 238 439, 331 | 431, 933 
Air Force, research and development. 431, 000 513, 058 570, 558 570, 000 570, 000 
Army, research and development 2d sup- | | 
plemental, requested January 1956__-_-_- 4, 507 | ‘ | | | 
| 





Executive branch development of budget estimates, fiscal year 1957 


[In thousands] 


Basic budget estimates Budget amendments of | Total budget estimates 
Apr. 9, 1956 


| | Presi- | | 








627,948 | 610,000 | 610,000 


| | 
| | 
| Service DOD | -Presi- | | DOD | dent’s Presi- 
| request, | request, | dent’s | Service jrequest,| budget | Service | DOD | dent’s 
Oct. December} budget | request; Mar. | amend- | requests | requests | budget 
| 10-27, 1955, Jan.| allow- | 29,1956 | ment, | | allow- 
|} 1955 | 13, 1956 ance | Apr. 9, | | ance 
| | 1956 | | 
| | | | | | 
| | 
OSD emergency | 
PORE... Acces | $35,000 | $35,000 | $35,000 |$50, 000 | |$50, 000 | | $50, 000 | $85,000 | $85,000 | $85, 000 
Army, research and | | = | 
development...._.| 410,206 | 410,000 | 410,000 |_......_]__.___- | 410, 206 | 410,000 | 410, 000 
Navy, research and | 
development..._..| 562,838 | 477,000 | 477,000 | 16,000 | 16,000 | 16,000 | 578,838 | 493,000 | 493, 000 
Air Force, research | ¥ | 
a | 


and development-_| 627,948 | 610,000 | 610,000 
| 














0 
() 
0 
0 


0 
10 


0) 


0 
) 
0 


1) 
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Executive branch development of budget estimates, fiscal year 1957 2d supplemental 











{In thousands] 

| Service | DOD sub- Service DOD President’s 

requests, | mission to BOB reclama, reclama, revised 
January | BOB, Jan. action, Feb. 13-16,| Feb. 19, poe 
1957 28, 1957 Feb. 4, 1957 1957 1957 tal request, 
May 9, 1957 
ee eee 
OSD emergency fund-.-.-..-..-- $20, 000 | $20, 000 | CG © bienwease 4) | 





1 BOB indicated that additional requirements should be financed by program adjustments and transfers 
from unobligated balances in other appropriations. 


Executive branch development of budget estimates, fiscal year 1958 


{In thousands] 























| ASD/C | 
| staff 
| Pretim- | ,¢stl- | Modified| Prelim- Presi- 
| inary eels Service | service inary DOD dent’s 
“flash” | initted sub- |  sub- DOD sub- budget 
esti- to mission | mission esti- mission esti- 
mates, | savisory | t9 OSD | to OSD | mates, | toBOB/| mates, 
| May 28, | * —" Nov. 26,| Dec. 5, | Dee. 6, | Dee. 26, | Dee. 29, 
} 1956 | a 1956 1956 1956 1956 1956 
| mittees, | 
| July- 
| | October | 
| 1956 
OSD, emergency fund !___-_--- | $85, 000 | $85,000 | $85,000 | $75,000 75, 000 $85, 000 $85, 000 
Army, research and develop- | | 
ment | 631,800 | 663,407 | 596,000 | 596,000 | 400,000 | 400,000 400, 000 
Navy, research and develop- | | | 
ment _. 575,000 | 751,000 | 536,000 | 536,000 | 510,000 | 505,000 505, 000 
Air Force, research and devel- | | 
opment -.- - wb asaiewd 750,000 | 858,000 858, 000 771, 000 661, 000 661, 000 661, 000 





1 Plus $50,000,000 by transfer. 
Executive branch development of budget estimates, fiscal year 1958, 1st and 2d supple- 
mentals 


{In thousands] 





lst supplemental | 2d supplemental 
| President’s | 
| supple- 

DOD mental President’s 
| Service j|submission| budget DOD supple- 
| requests, to BOB, request Service |submission| mental 

May 15-17,| June and June 28, requests ! to BOB, budget 
| 1957 | August 1957, and Dec. 20, request, 
1957 DOD 1957 Jan. 7, 
| | letter, 1958 
| Aug. 7, 
| 1957 


OSD, United States scien- | } 
tific satellite __ - - ‘ $34, 200 $34, 200 


OSD, emergency fund_- DL cédicqrekbuntbnnkiwencek= titmohuddan ea iiaatemaa ae () (2) 
OSD, salaries and expenses, 
Advanced Research Proj- | 
ects Agency... | s  coptisninaataihssSeibbesbiandebenweae ) ® 
Navy, research and develop- | 
ment._.- | | vichdnwitdindtlokuntedenseddacdatels $22, 200 $22, 200 
| 


Air Force, research and devel- 
CI ip ni ciciccncccacsenerea}ecdesanaeton snacnGncdne beeduuhednanstnwematalnse 30, 000 30, 000 





1 Included in service request amounts for fiscal year 1959 appropriation. 
2 An additional $100,000,000 transfer authority for emergency fund was requested, 
3 $10,000,000 to be derived by transfer from other available fiscal year 1958 appropriations was requested. 
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Item 4. A statement of any budget limitations or restrictions imposed by 
the Office of the Secretary of Defense, the Bureau of the Budget or 
the President in connection with the making or the preparation of 
the appropriation requests covered by question No. 2 

The budgeting processes for the research and development appro- 
priations made to the three ne departments are considerably 
more complex than might appear on the surface. The budgeting 
cycle is usually discussed in the following terms: (a) The receipt by 
OSD of guidance from the Bureau of the Budget, (6) the preparation 
at OSD level and issuance to the military departments of planning 
assumptions and guidelines followed by information requirements, 
(c) the splitup of planning figures and the fanning out of guidelines 
among the lower echelons by the military departments and their 
subordinate units down through the field levels, (d) the flow back up 
the line of budget requests with the details reviewed, adjusted, and 
consolidated at the various supervisory levels up through OSD and 
BOB; and (e) final submis ssion to the Congress. After congressional 
hearings, but generally before final enactment of the appropriations, 
the military de ‘partments realine their programs by projects in the 
light of the best estimate available as to the amounts that will be 
available for obligation, and submit these revised programs to the 
Assistant Secretary of Defense (Research and Engineering) for ~ 
formulation of schedules of programed obligations for ap proval | 
the Secretary of Defense, without which no funds can legally S 
obligated for research and develo ypment (5 U. S.C. 171U). At the 
same time justifications for apportionments are prepared and sub- 
mitted to the ASD (Comptroller) who reviews them, concurrently 
with the review of planned obligations by the ASD(R&E), for sub- 
mission to BOB for approval of apportionments. The actual appor- 
tionments, of cours cannot be made until after enactment of the 
appropriations by the Congress. After all of these steps and the 
allocations and allotments of funds, the funds are available for 
obligation and expenditure at the operating level. The “operating 
level” itself is a variable because many of the major projects are 
managed at the top. The budgetary cycles overlap considerably in 
a nearly continuous flow process, which keeps 3 or more fiscal years 
under consideration at a given moment, and which permits a more 
or less continuous review of programs as they and their funding 
requirements evolve. 

Schematically this presents an understandable picture of the process, 
but there is implied a coordination, and a unification of programing 
with funding, and an attachment of managerial responsibility for the 
program effects of budgetary decisions and actions, which our study 
does not reveal. 

Chronologically, the impact of the judgments of the budget officers 
in the ASD (Comptroller) organization does not start with the prepa- 
ration of planning cuidelines. to be issued by the Department of De- 
fense to the military departments. The reason is that, before guide- 
lines or ceilings are developed, the ASD (Comptroller) holds a meet- 
ing or meetings with his staff in which his staff present their judgments 
and evaluations of trends and future funding requirements. These 
data are in terms of appropriation-level figures and major weapons 
systems (such as the numbered aircraft, the named missiles, SAGE 
systems, and the like). In these briefings, the objectives are (1) to 
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develop the DOD data to be considered, in conjunction with those of 
other agencies such as the Department of Agriculture, by the President 
and his Cabinet, BOB, Treasury, National Security Council, Council of 
Economic Advisers, Joint Chiefs of Staff, etc., in formulating the 
administration’s decisions as to the general composition and level of 
Government activity to be reflected in the budget to be developed, 
and (2) to define the issues and highlight the major decisions that are 
expected to be required to resolve interservice rivalry conflicts, to 
prevent undesired large-scale duplications such as in specific long-range 
missiles, and to enforce OSD a At this level of summarization, 
the variables are relatively few in number from year to year. ‘The 
ASD (Comptroller) then utilizes such of these data as necessary in his 
judgment to brief and support the Secretary of Defense in following 
through in the Presidential-Cabinet level processes of overall budget- 
ary decision making. Such data were stated to be informal and of a 
privileged nature. Both obligation rates and levels, and expenditure 
rates and levels are covered because governmental revenue-debt rela- 
tionships and debt-limit factors play an important part in these politi- 
cal-level decisions. 

At this point in the actual process, when the budget requirements of 
all of the various agencies of Government are being considered to set pre- 
liminary total United States budget goals, the ASD(R&E) does not join 
with the ASD (Comptroller) in assisting the Secretary of Defense to 
formulate and then discuss the DOD position. In other words, these de- 
terminations within DOD, and thence up through the President, are made 
on a financial basis and are influenced by technical program-oriented 


judgments and knowledge only to the extent that the ASD (Comptroller) 


and his people, or those above him, may have acquired such knowledge 
and use it. 

It has been argued by OSD representatives that, in the past, some 
of the Assistant Secretaries of Defense for Research and Development 
have had more of a voice in these total United States budget determi- 
nations than others, and that 1 or 2 of them have actually accom- 
panied the Secretary of Defense in his meetings at the Presidential- 
Cabinet level to establish the preliminary United States budget 
goals. It has also been argued that the ASD/R&E and his predeces- 
sors have made presentations and discussed major research and de- 
velopment items at that level during the year while regular program 
reviews and major item reviews were being conducted. 

It has been argued by these same representatives that the ASD/R&E 
now has, and his predecessors in the past have had, many regular 
meetings with the Secretary of Defense in which they have had oppor- 
tunity to present their technical views regarding the research and de- 
velopment program. 

The conclusion has been urged from these points that the technical 
program. views are heard and do have influence at the top levels of 
political responsibility. 

On the contrary, it appears even clearer that in more recent times 
the ASD/R&D or the ASD/R&E have not had any direct voice in the 
budgetary decision-making process at the Presidential-Cabinet level. 
Their general views and specific judgments regarding the few particular 
items important enough to be reviewed at that level may have some 
indirect influence, but nothing has been found to show that the 
ASD/R&E has opportunity to express or discuss the technical program 





124 RESEARCH AND DEVELOPMENT 


judgment of his office, specifically as to the total research and develop- 
ment budget dollar amounts, during the basic budgetary process, when 
overall dollar amounts are undecided and are the focal point of 
interest. Nothing has been found to show such opportunity at either 
the Presidential-Cabinet level, or at the Secretary of Defense level. 

In contrast, it was specifically stated, in explaining the Presidential- 
Cabinet level process of total United States budget determination 
and the ASD/C role therein, that the ASD/C prepares himself in 
detail, briefs the Secretary of ‘Defense in advance, and generally does 
accompany him to the budgetary meetings at the Presidential-Cabinet 
level at which preliminary total United States budget amounts and 
general composition are decided upon. The ASD/C frequently 
accompanies the Secretary of Defense to other meetings at that level 
as well. This, of course, is entirely proper and not the slightest 
criticism is implied, particularly i in view of his experience, judgment, 
and firsthand knowledge, which is generally recognized to be extensive, 
not to mention his diligence i in collecting data and detailed judgments 
from his staff in preparation for rendering this service. As some 
have expressed it, “he does his homework.”’ 

In the final analysis, therefore, our conclusion is, as stated above, 
that the basic budgetary decisions are influenced by technical program- 
oriented judgments and knowledge only to the extent that the ASD 
(Comptroller) and his people, or those above him, may have acquired 
such knowledge and use it. 

In substantial measure, this has the practical effect of making the 
research and development effort, among others, dependent upon the 
views of a very few people, at least insofar as the broad basic level- 
of-effort decisions are concerned. This also has the effect of limiting 
sharply the channels of communication upward from the technical 
program level to the top decision makers at the political level. Another 
factor involved is that the scientific and technical leaders have too 
often been concerned mainly with some segment of the entire research 
and development area, rather than the whole. 

In addition to strictly budgetary decision-making processes as out- 
lined above, monthly reports are made by the Department of Defense 
to BOB, and meetings are held at the Presidential-Cabinet-NSC level 
to discuss trends in programs, costs, and Presidential policies. These 
discussions were stated to be in broad terms such as levels of military 
personnel, compared with levels of operations, compared with research 
and development, etc. Some specific areas are discussed in greater 
depth of detail, such as the nuclear-powered aircraft and the ballistic 
missiles. The specific data involved in these Cabinet-NSC level dis- 
cussions were also stated to be privileged. The BOB letter quoted 
below shows the format of a financial plan report used to make one of 
such reports to BOB in accordance with its instructions. It shows a 
single dollar figure for DOD for each month, together with a single 
monthly number of civilian employees for DOD, and a statement of 
fund reservations in the form of obligational authority reserved from 
apportionment. ‘This discussion process forms part of the background 
within which the budget deliberations take place. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., February 25, 1958. 
The honorable the Secretary oF DEFENSE. 

My Dear Mr. Secretary: On October 22, 1957, at the request 
of the President, we asked you to submit a financial plan and periodic 
progress reports for the fiscal year 1958. 

Assistant Secretary McNeil’s letter of November 1, 1957, trans- 
mitted the expenditure plan for fiscal year 1958, covering military 
functions through December 31, 1957. Subsequently periodic prog- 
ress reports on this plan for the first 6 months of the current year have 
been received. ‘To date a financial plan for the current year covering 
military functions has not been received, although it is recognized that 
the revised expenditure estimates for fiscal year 1958 developed in con- 
nection with budget determinations for 1959 were printed in the 1958 
column of the 1959 budget. 

You are requested to submit a financial plan for the current fiscal 
year following the form of the attachment to this letter not later than 
March 5, 1958. If there have been changes in your estimate of ex- 
yenditures for the current fiscal year, they should be outlined in a 
etter transmitting this plan. 

The definitions used for the preparation of the original plan (see 
attachment C to our letter of October 22, 1957) will also apply to the 
preparation of the revised plan. Future progress reports should, of 
course, relate to the revised plan. 

Sincerely yours, 
Maurice H. Stans, 
Acting Director. 


Revised financial plan for the fiscal year 1958 


[Name of department or agency] 


1. BUDGET EXPENDITURES 








| 
Original plan J Revised plan 


July 

August 

September 

October. - in Ser 
DP sc budnnnacon 
December 

January 

February 

March 

April 

May..--- 

June 


bd be be be bt 
bbe bet be be be 
be be be ba ba ba be 


latelatel 
et etstets! 
rb edd 

















RESEARCH AND DEVELOPMENT 


Revised financial plan for the fiscal year 1968—Continued 


2. CIVILIAN EMPLOYMENT 


{ 


| As of end of month 


Original | Actual Revised 
| plan (line 1, col. A, | plan 
8. F.113) | 


| 
| 


| 
ia ak | ak 
August__- XXX | XXX 
September... XXX XXX 
October._. XXX 
November E s XXX 
December - - XXX 
Sane. et ee 
February .------ XXX can ; 
March.._. XXX 
April. -- aaa 
May.. XXX 
June__ XXX 


3. RESERVES 


Forecast as of June 30, 1958 
Te i 
Jan. 31, 
1958 | Original Revised 
plan | plan 


Obligational authority reserved from apportionment: 
(1) General and special funds: 





For savings. -..- 


For obligations to be incurred in subsequent years -|_.......-.--- 


For obligations to be incurred later in year and for 
other contingencies.................... 
Revolving funds. .-........-.-.- 


Obviously, there must be a point at which the budgetary decisions 
broaden out in scope to take into account all the national economy 
and political factors so as to arrive at a balance among the technical 
program forces and pressures, and the political-economic forces and 
pressures, with the decisions as to such balance made according to 
the judgments of the politically responsible people. The research and 
development effort is big enough and vital enough to our whole way 
of life that the technical program judgments could well be heard at 
the level of political responsibility so that informed judgments can 
be made at that level. In view of its importance, it is arguable that 
the research and development program should be heard at the level 
of political responsibility as a matter of recorded formal arrangement 
of organization forces in a routine system not dependent upon any 
particular individuals, even though decisions ultimately involve per- 
sonal judgments. The mere fact of recorded formal presentation of 
the research and development technical program judgments at that 
level will force a more nearly balanced consideration because the record 
will inevitably attach specific responsibility for the decisions made, and 
such responsibility cannot then be diffused, nor hidden, nor shifted 
downward through fuzzy informal procedures if judgments turn out 
later to have been poor. 

The actual budgetary process, as thus practiced, makes it essen- 
tially impossible for an ‘‘outsider’’ to trace through the real and effec- 
tive specific limitations established at the Presidential-Cabinet-NSC 








' 
| 
| 
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level at this early stage in time. The specific dollar amounts are 
quite “fluid” at this early stage of planning, nor could much rigidity 
be defended. It must also be realized that there is a powerful natural 
tendency to refrain from disclosing such early, tentative, and neces- 
sarily fluid figures. Such highly placed, and very much exposed, 
public officials cannot help feeling the pressure of not wanting opposi- 
tion forces to see the targets so early and have so much time to get 
together their strategies, ammunition, ranges, and bearings. Such 
officials cannot avoid concern about the economic effects of their for- 
ward planning—on stock and commodity markets, etc. should it 
become generally known. Further, they naturally do not wish to 
appear vacillating and unsure—and they know circumstances are 
likely to force changes. 

We quote below three letters to the Sec retary of Defense from the 

Sureau of the Budget regarding the fiscal years 1956, 1957, and 1958 
budgets which reflect these preliminary reviews and Sneha with 
agency heads, which set general levels to be used in planning in general 
terms rather than specific dollar amounts, and which state that the 
BOB staff will supply additional information on economic and other 
assumptions relating to specific programs. These letters make very 
evident the informality of the budgeting process at this stage, and 
they show a consistent determination of broad political level philos- 
ophy and policy on the basis of giving monetary matters top priority, 
while withholding the specific program amounts, which inevitably 
reflect the practical program effects thereof, from written correspond- 
ence even at this level. The fiscal years 1956 and 1957 letters, written 
in 1954 and 1955, appear to reflect a more incisive and firmer determi- 
nation to cut the budgets—1956 less than 1955, and 1957 based upon 
the 1956 level. The fiscal year 1956 letter directs emphasis on advance 
planning of “urgently needed and economically feasible” public works, 
particularly small widely dispersed projects, so that work could be 
started or accelerated quickly “at a desirable time,” “if needed,” 
“consistent with then prevailing budgetary policy,” but it directs a 
minimum of actual work for fiscal year 1956. It directs a minimum 
of maintenance and a reduction in inventories of operating supplies 
rather than new purchases. Taking into consideration such philos- 
ophies and policies from the Presidential level together with the 
well-known military tendency to want hardware in hand, the question 
might well be asked whether the top management was farsighted 
enough, and basically responsive enough to its total responsibility, 
to assure adequate budgetary protection for the research and develop- 
ment effort—to preserving the goose that lays the golden eggs of 
progress in a highly competitive era of challenge by a cunning totali- 
tarian system avowedly bent upon world conquest by any and every 
means. The fiscal year 1957 letter is the only one which even mentions 
in passing a “balanced program” for the DOD as well as a ‘“‘balanced 
budget.” 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., July 23, 1954. 
The honorable the Secrerary oF DEFENSE. 


My Dear Mr. Secretary: The budget results for the fiscal year 
just ended show the progress made thus far in reaching the budgetary 
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objectives of this administration—fiscal soundness, military and 
economic strength, and the increased welfare of the country: 

Expenditures, new obligational authority, and the budget 
deficit were reduced substantially below the levels of the fiscal year 
1953 and below the levels planned for 1954 in the budget presented 
to Congress a few days before this administration took office. 

2. Tax reductions were put into effect which will return to the people 
in the first full year about $7.5 billion—which would have been taken 
by the Government under the tax rates in existence when this admin- 
istration took office. 

Despite these accomplishments, the administration’s objective of a 
balanced budget at lower tax rates has not yet been attained. The 
fiscal year 1954 ended with a budgetary deficit, and another deficit 
is in prospect for 1955. 

Nevertheless, the progress made to date is encouraging. With your 
help it can and should be continued in the formulation of the 1956 
budget—on which preliminary work is already underway. To this 
end, your personal direction and review of the preparation of your 
Department’s 1956 budget submission are requested. That submis- 
sion should be made to ‘the Bureau of the Budget by September 15. 

To assist you in the preparation of your fiscal year 1956 budget, the 
President has established the policies and assumptions set forth in 
the enclosure. This letter and the enclosure are for the guidance of 
your Department in preparing itS estimates for 1956 and are not to be 
released outside of the Department. 

Your budget for 1956 should cover the complete requirements of 
your Department for the year. Estimates for supplemental appro- 
priations for 1956 will be considered only when they are necessary 
because of subsequent congressional action or where the supplemental 
is needed because of developments which were neither foreseen nor 
foreseeable. The original budget submission should contain firm 
figures and should include all the explanations, schedules, and justi- 
fications which are required under the provisions of Budget Circular 
No. A-11. 

Sincerely yours, 
Row anpd Huaues, Director. 


[Limited to official U. 8. Government use] 
ASSUMPTIONS AND PoLIcIES FOR PREPARATION OF 1956 BupGrT 
ASSUMPTIONS 


The Bureau staff will supply information on the economic and 
other assumptions relating to specific programs. 


BUDGET POLICIES 


. The amount of new obligational authority as proposed in the 
195 55 budget or as enacted by ‘the C ongress will be reduced in 1956, 
so that the levels of Government employment and operations will be 
lower in 1956 than in 1955. 

All departments and agencies would be expected to reduce 
obligation and expenditure rates during the second half of the fiscal 
year 1955 so as to permit smooth transition to the proposed lower 
levels for 1956. 
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To the extent that the accomplishment of the 1956 budgetary 
objective requires the modification of existing statutes, the necessary 
legislative proposals should be included in the department’s or agency’s 
legislative program. 

4. Proposed reduction will reflect, to the extent possible througn 
administrative action, the continued withdrawal of the Federal Gov- 
ernment from activities that can be more appropriately carried on in 
some other way. 

Actual and prospective savings from reorganizations (inter- 
age cae and intra-agency), improved management, and increased 
eflicienc y are to be reflected in lower appropriation requests and 
lower expenditures in 1956. 

All activities and programs not essential and justifiable within 
the administration’s budgetary objective will be proposed for elimi- 
nation or postponement, and all essential programs will be held to 
minimum levels and minimum cost—even though the levels recom- 
mended in the 1955 budget may have been subsequently increased. 
In this connection, the need for and the cost of each program and 
activity will be examined in its entirety, rather than in terms of 
ans from a prior year. 

"The net cost to the general taxpayer of necessary Government 
services which are of spec ial, direct benefit to limited groups of indi- 
viduals and organizations, should be eliminated or reduced wherever 
possible by increasing the fees and charges for such services. 

8. Civil public works: 

(a) Except as indicated below estimates under budget ceilings will 
include no appropriations to start construction on authorized new 
civil works projects or on new features of going projects, or to resume 
construction on projects in a suspended status. As explained here- 
after there is no desire to restrict investigations of new needs or the 
exploration of new ideas and programs. Individual project starts 
proposed for 1956 will be examined at a later date on the basis of the 
fiscal outlook and overall criteria for public works at that time 

Construction projects underway in 1955 will be continued at 
minimum economic rates. 

Emphasis will be given to the development of plans for authorized 
high-priority projects to a stage where these projects could qualify for 
construction at a later time, consistent with then-prevailing budgetary 
policy. This emphasis on survey and planning is in furtherance of a 
general policy of initiating construction of new projects only after 
adequate plans have been completed. Therefore, the planning 
program should be composed of carefully selected projects, the plans* 
for which can be brought to early completion. 

(b) Emphasis will also be given to carrying forward general investi- 
gations and advance planning of essential public works, including 
those required for future economic growth, to such a stage that the 
Federal Government would be re ady 1 to effectively accelerate its public- 
works programs, at a desirable time. Where agencies do not have a 
large backlog of authorized projects, emphasis w vill be given to general 
investigations and surveys and such preliminary plans as are necessary 
to determine the suitability of projects for authorization. In the case 
of construction, including major rehabilitation and additions, carried 
on under general legislative authority, emphasis will be given to pre- 
liminary surveys and plans and to the revision where necessary of 
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existing plans for such work in order that construction could be started 
promptly. With re spect to both general investigations and advance 
planning, high priority should be given to relatively small projects 
having a w ide geographical dispersion, which are urgently needed and 
economically feasible, and on which construction could be started 
quickly and could be completed at an economic rate within 18 months 
or less. 

9. Advance planning of national security construction: Adequate 
provision shuld be made for advance planning of military public 
works and other national-security construction. Emphasis will be 
placed on bringing planning of projects and programs to such a stage 
that construction could be readily accelerated, if needed. 

10. Maintenance and repair of Government facilities will be held to 
the minimum level required for continued safe operation and preven- 
tion of excessive and costly deterioration. 

11. New commitments for direct loans, mortgage purchases, and 
guaranties and insurance of loans will be restricted so as to be con- 
sistent with the restrictive budget policies for other types of programs. 
Private participation will be maximized by confining direct loans and 
mortgage purchases to only the most urgent requirements and by 
substituting guaranteed or insured loans wherever possible. The max- 
imum feasible reduction will be made in existing loan and mortgag 
portfolios by an aggressive sales policy which, however, would ah 
involve sales at sacrifice prices. 

12. In determining the amount of new appropriations required in 
1956, full account will be taken of the balances of prior year appropria- 
tions and other authorizations that will be available in 1956. Balances 
of appropriations and contract authorizations for 1955 and prior years 
which are not required for obligation in 1956 under the policies stated 
herein, will be proposed for rescission. Available authority to spend 
from public debt receipts and balances of revolving funds will also be 
thoroughly reviewed for the purpose of rese ‘inding amounts in excess 
of needs for 1956 plus a reasonable working margin. 

All Government assets will be managed in the most efficient 
manner. Requirements for operating supplies and equipment will 
be met to the fullest extent possible by reductions in inveutories rather 
than by new purchases. Excess inventories, property, and other 
assets will be proposed for sale or liquidation to recover the value of 
such assets. The Bureau of the Budget should be informed of major 
plans for disposition. 


[Limited to official U. S. Government use] 


Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BupGeEr, 
Washington, D. C., August 11, 1955, 
The honorable the SecRETARY OF DEFENSE. 

My Dear Mn. Secreranry: In the past 2 years, this administration 
has made a great deal of progress toward its budgetary goals. The 
results obtained thus far were made possbile only by the cooperation 
and hard work of many members of our team. 

Increased efforts are now required to achieve the budget objectives 
for the fiscal years 1956 and 1957. We are close enough to a balanced 
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budget in the latest estimates so that it is incumbent on all officials of 
the administration to continue strenuous efforts to keep expenditures 
under control. To that end, it is essential that you personally direct 
and actively participate in the execution of your Department’s 1956 
budget and in the preparation of the 1957 budget submission. 

In accordance with the President’s instructions and my discussions 
with you, it is expected that planned obligations and expenditures for 
fiscal year 1956 will be examined carefully and every possible reduc- 
tion made without, of course, impairing truly necessary Government 
operations. Your budgetary submission for 1957 should represent a 
balanced program based on this modified 1956 level of expenditures. 
Items which are deferrable and which cannot be thoroughly justified 
under a restrictive budget policy should not be requested. 

A balanced fiscal program is essential if we are to maintain a strong 
and expanding economy which can support adequate security pro- 
grams indefinitely. The efforts of the Department of Defense have 
contributed significantly in the past and should continue to be 
major factor in the future in achieving our objectives 

Sincerely yours, 
Row.anp Hugues, Director. 


[Limited to official U. 8. Government use] 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., July 21, 1956. 
The honorable the Secretary oF DEFENSE. 

My Dear Mr. Secretary: We have completed our review of the 
preliminary 1958 estimates and our discussions with the heads of all 
of the departments and principal agencies. You are already familiar 
with the President’s philosophy and his determination to keep the 
expenditures down within the requirements of national defense and 
the minimum needs of the civilian agencies. 

Bureau of the Budget Circular No. A—11 indicates the explanations, 
schedules, and justifications required in support of your detailed 
budget estimates. Staff of the Bureau will supply necessary additional 
information on economic and other assumptions relating to specific 
programs. Your final submission should reach the Bureau of the 
Budget not later than October 15, 1956. 

In order that the President may consider the 1958 budget for your 
Department in proper pet ‘spective, it is requested that you include in 
the letter transmitting your 1958 budget submission a forecast of total 
new obligational authority and expenditures estimated to be required 
by your agency in the fiscal year 1959 to carry forward the detailed 
programs and policies which form the basis of your 1958 submission. 

Sincerely yours, 
PrrcivaAL BrunpaGe, Director. 


Passing on from this “preliminary” review process to the later 
process which is more detailed and more formal, if less vital in the sense 
of arriving at broad basic level-of-effort decisions, specific dollar 
amount guidelines emerge in the form of memorandums from the ASD 
(R&D) to the Secretaries of the military departments and to the joint 
agencies setting out planning figures and general guideline policies. 
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The dollar amounts for each of the military departments and for 
each of the joint agencies are based upon guidance from the BOB, 
and the guidelines are prepared by ASD (R&E) in cooperation with 
the ASD (¢ Yomptroller) and the research and engineering examiner 
in the BOB. The precise germination of specific dollar amounts 
has varied from year to year, depending upon external factors and 
forces such as the Korean war, the Eisenhower administration’s 
economy drive, and sputnik, and depending also upon the personal 
drive and personal status within the DOD top management of the 
top research and development people. At times hard specific dollar 
ceilings have been handed down through the BOB staff, while at 
other times the research and development staff has originated the 
specific dollar guideline figures, with the BOB and ASD (Comptroller) 
staff standing by giving general policy guidance such that the research 
and development staff knew just about what would be allowed to pass. 
In the final analysis, therefore, the basic responsibility for the specific 
dollar guidelines for research and development issued to the military 
departments does not rest with the ASD (R&E). This responsibility 
goes up through the BOB staff to higher levels and, in an unmeasured 
degree, goes laterally to the ASD (Comptroller) to the extent that his 
counsel influences the basic deci isions, and particularly the individual 
program details within such decisions, made at the higher levels. 

As indicated in the previous discussion, it is obvious that the 
Secretary of Defense must have an important voice in the Presidential- 
Cabinet level decision—making process regarding total United States 
budget amounts which underlie the BOB cuidance mentioned here. 
It is also obvious that the ultimate responsibility rests on the Presi- 
dent, as to the totals involved and as to the weight given to R&D as 
one major element in the totals. The Secretary of Defense must also 
share a heavy responsibility as to the weight given to R&D in his own 
counsel to the President regarding —_ budgetary amounts, and 
even more regarding the distribution of total DOD amounts within 
DOD. 

A schedule showing the dollar amounts or “planning figures’ con- 
tained in the guidelines furnished the services annually by the Assist- 
ant Secretary of Defense for Research and Engineering follows: 


“Research and development” guidelines 


| Planning figures (in millions) 
Fiscal year 








Guideline dates covered | 
Army Navy Air Force Joint Total 
| | agencies 
OSs scence cc) 888 | 470.0 | 550.0 | 580. 0 | 24.2] 11,624.2 
BRS We MR ec sl ci a oleae | 1954 | 490.0 | 540.0 580. 0 21.4 11, 631.4 
ROR Te WI i gccuichniaee omen 1955 | 327.9 | 392. 2 | 428.3 28. 6 | 11,177.0 
Mae 141066. oe | 1956 | 329.1 389. 2 | 429.0 | 27.9 21, 174.9 
As We Bini censtaii Genser | 1957 328. 0 388. 0 427.0 32.6 | 31,175.6 
BE SIs ccc cndeencss | 1958 362. 1 | 455. 7 | 570. 3 | 36. 6 41, 424.7 





1 Does not include provisions for indirect facilities operating costs. These costs were paid from other 
appropriated funds. 

2? Does not include indirect facilities operating costs totaling $207.7 million (Army $26 million, Navy 
$42.7 million, Air Force $139 million) which were later authorized to be included in the R& D budget requests, 
and were included in the amounts appropriated for R&D, 

3 Guidelines provide that indirect facilities operating costs be estimated separately and added to this 
amount. 

* Includes provision for indirect facilities operating costs. 


NoTE.—The amounts shown do not include emergency funds, transfer authority, supple- 
mental requests, or ballistic-missile program, 
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Item 5. A statement of the amounts appropriated by Congress pursuant 
to the requests by the President set forth in question No. 8 

The following schedule shows, for the fiscal years 1953 through 
1958 the amounts of the regular and supplemental appropriations 
made by the Congress to the OSD, Army, Navy, and Air Force for 
research and development. For the fise al years 1953 and 1954 the 
amounts shown as appropriated for the Navy were for the operation 
of the Office of Naval Researe h. Until fiscal year 1955 the amounts 
allocated for research and development operations in the Navy 
bureaus were included in other appropriations. Since fiscal year 
1955 a single research and development appropriation has been made 
annually to cover all research and development operations in_ the 
Navy. The appropriation amounts also reflect accounting adjust- 
ments which add research and development indirect costs to research 
and developme . appropriations to Navy in fiscal year 1955 and all 
three services in fiscal years 1956-58. 

Comments on the appropriations are contained in the other sections 
of this report. 

Appropriations 


{In millions] 


Supple- Author- 
Fiscal year and agency Regular | mental Total ized Total 
transfers! 


Fiscal year 1953 








OSD (emergency fund)-- 5 ; E OO ts asttocen $35. 0 —$23.0 $12.0 
Army.....- _ ee saiaiietar ee ts 440. 0 12.7 452.7 
Navy-... la alae a Re = en 70.0 3 .3 
I a Set A ee sata 525. 0 Steindiaieenonl 525. 0 8.0 533.0 
Fiscal year 1954: 
OBE) (RBGPOUNGT TOME) ne oso vince cecncccccnccucas Pics 60.0 —3.3 56.7 
Army... fcacesdbadicnseanaeideatele GUE Be trotteinnes 345.0 1.6 346. 6 
I i asics ce coins boietiiteehscssivsntiontp nace aieiinadnile ee i 4 ea 58. 6 
Air Force scintillating Mamata tae capa 440. 0 ae : 440.0 1.7 441.7 
Fiscal year 1955: 
OSD (emergency fund)-...................... NE ea 25. 0 —16.6 8.4 
Army... priiabit ainda. aire eezaiion Se A anelatiddan 345. 0 1.3 346. 3 
Navy SL ee ee OF a 419.9 21.5 441.3 
Air Force__. , Susser eu suse: tlseamisaekeasaeceean eked G6.9 Pesckecses 418.0 2.3 | 420. 4 
Fiscal year 1956 | | 
OSD (emergency fund)--..--- deickeua kanmnanecensiaciiiael TN Reeth ccna 35.0 —34.7 | 0.3 
Army... 7 sinied alee wil SS A acwhibdnines 333. 0 19.2 352. 2 
DU tic direta csi sai drascu'cn ds ed eoiabeaicne csc a A aa ‘ 431.9 42.2 474.2 
Jeet WUE a ccd scnadeutecsnensnenaate adie alate SHO faccnccasae 570. 0 23.3 593. 3 
Fiscal year 1957: 
OSD (emergency fund)-..-- ieee uedineaiisida it atetAiala 85.0} —73.3 | 11.7 
BUT oc duccdicencctactncsgueucssestsuuasebaes GO fanndsesaa 410.0 22.7 | 432.7 
RE ee OOEES 492. 0 $16.0 492.0 | 49.6 | 541.6 
BWR ina! crac cealesie seissseee ene FE lastsuuedes 710.0 14.0 | 724.0 
Fiscal year 1958: | 
CSE COONS TUNED cn catnccucanetscmeateen Bt asacacad 85. 0 —83.9 1.1 
BIE s ekki Dinstitiandchiindedeamiuaimah tna ‘ | a 400.0 | 2.1 482.1 
PN ak cuixincb gh ecm acahveentaain cai meaes elie ; 505.0 | 22. 2 527.2 47.8 575.0 
BF FG cacis vcadindcccedidatadndiotivedeceamiitaan 661.0 | 30.0 691.0 29.4 20. 4 
1 $21,000,000 transferred to Army, Navy, Air Force; $2,000,000 to others. 
Note.—This information abstracted from schedules prepared in the Office of the Assistant Secretary of 


Defense (Comptroller). 


Item 6. A statement of the amounts spent or obligated, showing the 
appropriation upon which such expenditure or obligation was based 
and showing whether or to what extent the work was performed by 
the Government, by educational institutions, by nonprofit organi- 
zations other than educational institutions and by private contractors 

The following schedule shows the obligations and expenditures 
from the research and development appropriations of each of the three 
services for fiscal year 1953 through fiscal year 1958. Since all funds 
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for research and development, including the emergency fund and funds 
transferred from other appropriations, are obligated and expended 
from the research and development appropriations after transfer 
thereto, these figures are complete in coverage. 

Comments on the information in this schedule are contained in 
sections III, IV, and V of this report. 


Research and development appropriation 


{In thousands] 




















Army Navy | Air Force 
Fiscal year | | | 
Obliga- | Expendi- | Obliga- Expendi- Obliga- Expendi- 
| tions tures | tions tures tions tures 
= 24 ie Sete 8 he) Soe ee 
aes Siitadceniral $400, 760 $320, 334 1 $71, 634 1 $63, 252 | $493, 469 $460, 445 
Bb wastnn vase ‘cancel | 345, 301 | 359, 221 | 59, 106 169, 159 | 404, 219 | 439, 228 
cna aS re | 325, 249 | 377, 195 | ‘08 298 456, 325 460, 176 445, 343 
I eet d eaters iecta ea 403, 121 | 410, 480 | 513, 366 | 449, 614 641, 896 | 621, 378 
er ere Sas we 436, 58 435, 084 570, 683 | 522, 618 697, 813 | 28, 5: 





1958 estimate aoe 527, 781 485, 000 601, 946 590, 000 | 753, 804 | 


1 The amounts shown for Navy in fiscal years 1953 and 1954 cover Office of Naval Research only. Starting 
in fiscal year 1955 for Navy, and fiscal year 1956 for all 3 services, indirect research and development costs 
were added under the research and development appropriations. 


The tables which follow show, for each of the three services and 
for DOD as a whole, for fiscal years 1956 and 1957 actual, -and for 
fiscal years 1958 and 1959 estimated, the distribution of obligations 
for the conduct of research and development by “‘performance compo- 
nent,” consisting of Federal Government, profit organizations, 
educational institutions, other nonprofit institutions, ‘and other. 
These figures are compiled by the ASD (R&E) by special request 
to the three services for inclusion in the National Science Foundation’s 
‘Federal funds for science” reports in accordance with the Founda- 
tion’s definitions. 

The ASD (R&E) breakdown by performance component shows 
figures which are generally lower than the research and development 
obligation figures by appropriations. The reason for the differences 
is that the research and engineering figures are compiled earlier 
than the more current appropriations ficures. The research and 
engineering figures are tied in with the data in the President’s budget 
whereas the appropriation figures are revised constantly and brought 
up to date. 

DEPARTMENT OF DEFENSE 


Obligations for conduct of scientific research and development distributed by perform- 
ance component, fiscal years 1956, 1957, 1958, and 1959 


{In thousands] 


Fiscal year | Fiscal year | Fiseal year | Fiscal year 





| 
Performance component 1956 | 1957 | 1958 | 1959 
| (actual) | (actual) | (estimate) | (estimate) 

1, Federal Government- - ..--| $642,248 | $784, 804 | | $816, 923 | $767, 709 
2. Profit organizations, excluding research centers- | 677, 362 | #955, 040 | 689, 185 | 821, 502 
2a. Research centers_.- 62,534 | © 43,219 36, 253 36, 830 
3. Educational institutions, excluding research centers. | 82, 629 | 83, 335 | 89, 079 | 97, 650 
3a. Research centers-. 50, 496 58, 167 | 68, 880 | 70, 799 

4. Nonprofit institutions, excluding educational insti- | | | 
tutions and research centers. - - are aeen | 13, 278 13, 609 | 12, 358 | 12, 255 
4a. Research centers_------ t nitelbddn cai 8, 996 | 11, 570 | 12, 060 | 14, 700 
Stier ct ao: ceca 1, 542 | 1, 700 | 3, 400 | 4, 600 


NE once occ aveieddonocaditdcebseei ees | 1, 539,085 | 1,651,444 1, 728, 138 | 1, 826, 045 
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Obligations for conduct of scientific research and development distributed by perform- 
ance component, fiscal years 1956, 1957, 1958, and 1959—Continued 


DEPARTMENT OF THE ARMY 


[In thousands] 


Fiscal year | Fiscal year | Fiscal year | Fiscal year 
Performance component 1956 | 1957 1958 1959 
| (actual) (actual) (estimate) | (estimate) 





























| 
2. Tee SE Us one acne. Leck aaksw de | $202, 514 $218, 177 | $233, 954 $210, 533 
2. 7— organizations, excluding research centers... _- 147, 392 148, 034 | 154, 109 185, 049 
Research centers-. 2, 566 4, 420 | 4, 420 4, 420 
3. Educational institutions, ‘excluding research centers. 21, 965 17, 982 | 17, 400 18, 862 
3a. Research centers_-- 24, 197 | 30, 689 40, 482 41, 556 
4. Nonprofit institutions, excluding educational insti- 
tutions and research centers. ..............-.----.-- | 4,914 8,095 | 6, 535 5, 580 
on, Magedson Gees... <2... nee : Palanan adetnaad eae lovescendeheRuitand aaah 
6; OGaiiecs : shdctctebenas t ibys bath otnknn detbon sh aan Sonsini | ewig 
6. Te ol. ee MEAL detesteic ast 403, 548 | 427,397 | 456,900 | 466, 000 
DEPARTMENT OF THE NAVY 
| | | 
1. Federal Government-.- -----| $205,695 | $246,081 | $223,634 | $219, 499 
2. Profit organizations, excluding re esearch ce nters..__. ‘ 243, 210 | 236, 197 | 267, 807 | 353, 630 
2a. Research centers-- : 6, 557 | 5, 635 5, 740 | 5, 010 
3. Educational institutions, excluding research centers 23, 595 29, 052 30, 976 | 40, 268 
3a. Research centers_- | 12, 610 | 17, 752 | 17, 562 | 17, 988 
4. Nonprofit institutions, excluding educational insti- | 
tutions and research centers....-.----- cecal duateaael 2, 583 | 2, 518 2, 512 3, 350 
4a. Research centers_- waodik be awe 1, 284 | 672 | 700 | 1, 300 
&. Other.... eee pis icdtaleos ras aa eeiaietipibe = leat at pecastall 
6. Total__.. mae ates Weta smsdeibee wikia wei 495, 534 | 537, 907 | 548, 931 | 641, 045 
Poe 3) =i 2° oa | | 
DEPARTMENT OF THE AIR FORCE 
iia ican tics tascam sitaeadiaia 3 
1. Federal Government. j $234, 039 $320, 546 | $359, 335 | $337, 677 
2. Profit organizations, excluding research centers_.-___| 286, 760 | 270, 809 | 267, 269 282, 823 
2a. Research centers_- | 53, 411 | 33, 164 | 26, 093 27, 400 
3. Educational institutions, excluding research centers -| 37, 069 36, 301 40, 703 38, 520 
3a. Research centers | 13, 689 9, 726 | 10, 836 11, 255 
4. Nonprofit institutions, excluding educational institu- 
tions and research centers__-- 5, 781 2, 996 3, 311 3, 325 
4a. Research centers. 7 712 10, 898 11, 360 13, 400 
Bs RI a ois ork okies waieocs 1, 542 1, 700 3, 400 4, 600 
i iidintns ei Sele eee ee ee eee 0, 003 | 686, 140 722, 307 719, 000 


Item 7. A statement showing for each category under question No. 6 the 
percentage expended for overhead and other administrative costs in 
the case of comple ted projects. In the case of uncompleted projects, 
and in other instances where such expenditures are not known, 
please state the percentages authorized or allocated for overhead and 
other administrative costs 

This information is not available. The overhead cost of Govern- 
ment “in house’ research and development operations varies from 
installation to installation in fact, and governmental accounts do not 
provide the data. Overhead amounts or rates on outside research 
contracts or grants also vary from institution to institution. These 
indirect or overhead costs also vary from time to time for the same 
installation or the same institution. Valid comparisons even among 
similar organizations would be difficult if not impossible to make 
because accounting practices, within the bounds of generally accepted 
commercial standards, are not sufficiently standardized. 

For additional comments, see sections III, IV, and V of this report. 

29529—58——10 
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Item 8. A statement showing all directives and instructions, written and 
oral, affecting appropriations and expenditures for fiscal years 1957 
and 1958, having the effect of eliminating, suspending, stretching 
out, reactivating, or speeding up the execution of basic research, 
applied research, development or applications engineering projects 
and the use of funds therefor 

Under a broad interpretation, the answer to this item involves all 
of the review and control processes of day-by-day management of the 
research and development program as well as the more outstanding 
special directives. For the purposes of this report, the scope of the 
question is confined to the series of directives issued during the middle 
of 1957 aimed at cutting DOD obligations for fiscal year 1957 by $500 
million; aimed at holding to an expenditure ceiling for fiscal year 1958 
of $38 billion; and aimed at shifting the support of development, 
test, and evaluation programs from the procurement and production 
appropriations to the research and development appropriations to the 
extent of 10 percent of the research and development appropriations. 

Copies were obtained of letters and memorandums directing reduc- 
tions in obligations and expenditures by DOD as follows: 

1. Letter dated April 19, 1957, from BOB Director Brundage to 
Secretary of Defense Wilson stating that the Cabinet Committee on 
Budgetary Control, appointed by the President, had approved the 
procedures outlined in the letter. The letter also forwarded recom- 
mendations for action in accordance with the President’s instructions. 
The letter directs positive action by agency heads to keep the rates of 
obligations and expenditures from increasing during the remainder of 
fiscal year 1957 (24% months), and to reflect savings not only in pro- 
grams and allotments, but also in requests for similar apportionment 
action by BOB. The letter directs that no further releases of funds 
from budgetary reserves shall be made except upon the personal rec- 
ommendation of the agency head and the personal approval of BOB 
Director Brundage. The letter directs that fourth quarter allotments 
be reviewed and revised to hold them to the third quarter level except 
where the agency head determines that increases are specifically 
needed for essential activities. The letter directs that unobligated 
balances at March 31 be reviewed by agency heads and such amounts 
withdrawn from allottees except to the extent agency heads determine 
the moneys are needed in the last quarter. F inally, the letter directs 
the agency head to submit to the BOB Director by May 1, a report on 
actions taken and determinations of need made as specified, together 
with a request to reapportion appropriations and increase budgetar y 
reserves in conformance therewith. 

2. Memorandum dated May 6, 1957, from Secretary of Defense 
Wilson to Secretaries of the Army, Navy, and Air Force, attaching 
a copy of the BOB letter re the recommendations of the Cabinet 
Committee on Budgetary Control, and requesting each to review 
allotments personally to determine where reductions can be made in 
obligations for the whole year in the following amounts: 


Millions 
BE i. sicesien pein te eephdioh bide cigke Widetiaiiie mE O tahatimiibntnnsabinirk ies $100 
PL.  chctediwbideddsdhidnaindibittipsibabalebimedbeinbwadacnsacs 150 
Ian ttn cil: ccm ch dae seve Sd nn iesnag lp ih each eh Maccian tod 250 


The three services were directed to forward their results of review 
and recommendations as to the distribution of such amounts by appro- 
priations, to the ASD (Comptroller) not later than May 10, 1957. 
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3. Memorandum dated May 22, 1957, from Secretary of Defense 
Wilson to three service Secretaries directing that, effective immedi- 
ately, amounts available for obligation for procurement and produc- 
tion, research and development, and military construction shall be 
reduced by the following amounts for fiscal year 1957: 


Millions 
BETO 6 once cn sescscecndeecsdasteeedd seuccseseucweeteeasee eee $100 
NAVE. oon wtnesew sadam ne cncedsceeh aime alee eee 150 
AlY Foree.. =. oc. dsc caccsacktecwcseulsccctscckeceskedsacteadeeeeee 250 


Recommendations for distribution by appropriation were directed 
to be submitted to the Secretary of Defense by May 31, 1957, and 
detailed plans for meeting fiscal year 1958 expenditure objec tives were 
eS to be submitted “by oan} 12, 1957. 

Letter dated June 28, 1957, from BOB Director to Secretary of 
pce stating that the Penedaat has requested all agencies to keep 
rates of commitments, obligations, and expenditures for fiscal year 
1958 at or below the fiscal year 1957 level, to the extent feasible. 
Obligations and expenditures for DOD were directed to be held at or 
below $38 billion for fiscal year 1958. Requests for apportionment 
and the allotments under appropriations for ‘‘major capital outlay 
and development—construction, procurement, research, etc.,’’ were 
directed to reflect the elimination or postponement of as many obliga- 
tions planned in the 1958 budget as possible. Continuing reviews and 
reductions were directed, with unobligated balances rese rved at ends 
of quarters, and with reservations of subsequent quarters’ funds to 
reflect lower obligation rates. Savings claimed in public statements 
were directed to be specifically identified and reserved. The fiscal 
year 1958 financial plan for each military department and OSD was 
requested, indicating by appropriation the estimated expenditures by 
months, obligations by quarters, and reimbursements by source. 
These fiscal year 1958 financial plans were required before apportion- 
ments would be approved. 

5. Memorandum dated June 28, 1957, from Secretary of Defense 
Wilson to three service Secretaries stating that, pending completion of 
reviews requested in Secretary of Defense memorandum of May 22, 
1957, pending approval of a revised financial plan, and pending the 
apportionment of funds, essential military functions should proceed 
on an austere basis, should be in consonance with congressional action 
on the fiscal year 1958 appropriation act, and should be consistent 
with the current expenditure objectives of DOD. Pending fiscal year 
1958 apportionments, the memo prohibits obligating or commitment 
actions except for essential operating expenses and except for record- 
ing fiscal year 1957 actions in procurement and construction appro- 
priations within their fiscal year 1957 funds, and the memo prohibits 
increases in scope of programs, new programs, or new increments of 
present programs without specific approval by the Secretary of 
ee for the use of funds therefor. 

Memorandum dated August 13, 1957, from Secretary of Defense 
WwW ate to 3 service Secretaries approving, in general terms, their 
financial plans for operating within the DOD expenditure ceiling of 
$38 billion for fiscal year 1958 during the first half as well as the entire 
year. The memo states that specific approval has also been given for a 
number of actions that have been taken to make certain that the 
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expenditure allotments will not be exceeded. The approved expendi- 
ture ceilings for the year were listed: 


[In billions] 


eee ee ee ee bits. ooh ee on eee. Oe ee oe oe ee 1 $8. 950 
IOAN is se 5 gad. bd ee Beate wen oe ees 110. 400 
DOOR ss 6.5 24 che eemee se ibis eae nae nen ade Dai ae 117. 900 
NR tk or 6 aon eS aah aa aaa oe eae ei 1, 750 

RNa ore Wes co dk eeees iene a etwas meee eae eee 38. 000 


1 Not to exceed 14 in Ist 6 months. 


The three service Secretaries were directed to give the expenditure 
problem top priority in their personal time and interest, and to feel 
personally responsible for seeing that the plans are met, taking 
whatever additional actions necessary. 

Memorandum dated August 17, 1957, from the Secretary of 
Defense (Hon. Charles E. Wilson) to the three service Secretaries: 
Avucust 17, 1957. 
Memorandum for the Secretary of the Army; the Secretary of the 
Navy; the Secretary of the Air Force. 

In connection with various steps now being taken to review pro- 
grams and to make changes required to meet expenditure objectives, 
available research and development funds may be fully utilized but at 
the same time a reduction will be made in the amounts utilized for this 
purpose for the procurement and production appropriation. The 
support of development, test and evaluation provided from procure- 
ment and — tion appropriations must be kept to a minimum so 
that maximum funds may be utilized for materiel requirements of the 
operating forces. 

To accomplish this objective and at the same time to continue a 
balanced research and development program including adequate sup- 
port of the type previously planned for funding under procurement and 
production appropriation make necessary revisions in the programs 
presently planned for funding under both research and development 
and procurement and production appropriations. These programs 
will therefore be adjusted to the extent necessary to reduce support 
requirements under procurement and production appropriations by a 
total amount not less than 10 percent of the fiscal year 1958 research 
and development appropriation for each department, and such 
requirements will then be funded under research and development 

appropriations. 

Revised project listing for research and development appropriations 
will be submitted which will show separately the items transferred. 

C. E. Witson. 


Taking it literally at face value this directive appears particularly 
noteworthy to us for a number of reasons. In the first place, it 
obviously has the effect of cutting research and development programs 
by 10 percent while using all of the research and development funds. 
Secondly, this tends to create the illusion that research and develop- 
ment was not cut. In the third place, it reveals vividly the dominance 
of the “‘hardware-in-hand”’ concept in the scale of relative importances 
guiding those responsible for it. In the fourth place, this directive, 
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as well as most of the others cited, reveals another step in the scale 
of relative values and importances guiding those responsible for it. 
The No. 1 priority was the debt Taata i vesuaey balance—DOD 
expenditure ceiling complex. The No. 2 priority was the procure- 
ment of hardware. The No. 3 and last priority among these factors 
was the research and development effort, and specifically the more 
basic kinds of the various types of research, which were singled out 
for the cut by the directive that— 


* * * support requirements under procurement and produc- 


tion appropriations (will be cut by 10 percent of research and 
development) and such requirements will then be funded 
under research and development appropriations. 


On the other hand, representatives of the ASD/C have stated that 
the intent behind the August 17, 1957, memorandum was quite 
different. It was said that there were items, of a research and devel- 
opment nature, programed under the P&P appropriations, some of 
which were of doubtful value in relation to other programs when all 
programs were faced with stringent expenditure ceiling limitations. 
It was said that many items of such a nature are given a less thorough 
screening under the P&P programs than they would have gotten 
under the R&D programs because of their relative size. An item for 
$10 million is very small in the P&P program and would receive much 
less attention there than it would in the R&D program, where it 
would be relatively large. The intent behind the August 17, 1957, 
memorandum was said, therefore, to be to force the military depart- 
ments to cull such relativ ely doubtful items out of the P&P program 
and to force the services to give them a more rigid evaluation by 
making them compete with the R&D program items for the R&D 
dollars in a reevaluation of the total. 

It was also stated that the intent was to try to prevent the services 
from reducing obligations and expenditures in the more vital areas 
where they could stir up opposition and complaint sufficient to force 
a cancellation of the reductions and a lifting of the expenditure 
ceilings. 

It was stated that the Navy indicated informally that it proposed 
to keep all R&D items as programed, and to drop only P&P items. 

The respective R&D apportionments were reduced to reserve the 
funds in the amount of 10 percent, until the August 17, 1957, memo- 
oe was rescinded by Secretary of Defense McElroy. 

Three memorandums dated Oc tober 28, 1957, from Secretary of 
eens McElroy, 1 to each of the 3 service Secretaries, relieving each 
of the 10 percent reduction in research and development imposed by 
Secretary of Defense Wilson’s memorandum of August 17, 1957, above. 
These memorandums also specifically direct restoration of the basic re- 
search programs to the level justified before the Congress, and direct 
the ASD (R&E) and the military departments to work closely to- 
gether at the program level to insure proper consideration for specific 
programs such as those of the International Geophysical Year. The 
Army and Air Force were directed to readjust their programs within 
the overall resources available to them without additional increases 
in expenditure ceilings. It was indicated that the Navy’s Polaris 
program would be handled separately. 
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Exursit 1-A 
(Limited to official U. 8. Government use) 


EXxrcuTIVE OFFICE OF 1HE PRESIDENT, 
BurEAU OF THE BupDGET, 
Washington, D. C., April 19, 1957 
The honorable the SzecrreTARY OF DEFENSE. 


My Dear Mr. Secretary: The Cabinet Committee on Budgetary 
Control appointed by the President has approved the following pro- 
cedures applicable to the balance of the fiscal year 1957: 


CONCLUSIONS 


(a) To the extent feasible, the administration should keep the rates 
of obligations and expenditures from increasing during the remainder 
of fiscal year 1957, and should produce savings in appropriations and 
other funds wherever possible. 

(6) This task can best be accomplished by positive action on the 
part of each agency head. 

(c) The task should be accomplished without creating new volumes 
of paperwork, and without imposing unnecessary new channels of 
administration. 

(d) The apportionment-and-allotment system already in existence 
can assist in accomplishing these purposes. Appropriate action by 
the head of each affected agency on the programs for his agency and 
on the allotments may be Teflected promptly in requests for similar 
apportionment action by the Director of the Bureau of the Budget. 


RECOMMENDATIONS 


No further releases from budgetary reserves shall be made 
during the remainder of this fiscal year, except upon the personal 
recommendation of the head of the agency concerned. The Director 
of the Bureau of the Budget has already issued instructions that 
reserves will be released by the Bureau of the Budget only with his 
personal approval. 

Allotments for the fourth quarter will be reviewed and revised 
by the agency head at once, with a view to holding them to the level 
of the third quarter : ellotments exe ept where he determines that 
increases are specifically needed to carry out essential activities for 
the remainder of the year (for example, where seasonal increases are 
necessary in the spring). 

3. Unobligated balances of allotments as of March 31 will be 
reviewed by agency heads as soon as reports thereon are available, 
and such amounts will be withdrawn from allottees except to the 
extent that the agency head determines that the moneys are needed, 
in wane or in part, in the last quarter of the year. 

The agency head will submit to the Director of the Budget by 
ey 1, a report on actions taken and determinations he has made 
under No. 2 and No. 3, together with a request to reapportion his 
appropriations and increase his budgetary reserves, in conformance 
therewith. 

In accordance with the President’s instructions, these recommenda- 
tions are forwarded to you for action. 

Sincerely yours, 


PercivaL BrunpaGe, Director. 
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Exuisit 1-B 
May 6, 1957. 
Memorandum for the Secretary of the Army; the Secretary of the 
_ Navy; the Secretary of the Air Force. 
Subject: Recommendations of the Cabinet Committee on Budgetary 
Control. 


Attached for information and appropriate action is a copy of a letter 
recently received from the Director of the Bureau of the Budget con- 
cerning recommendations of the Cabinet Committee on Budget tary 
C ontrol. 

So far as the first recommendation is concerned, the Department of 
Defense already has such a system in effect for general appropriation 
accounts in terms of the established procedures for approval and modi- 
fication of the financial plan for fiscal year 1957. In order to imple- 
ment the second and third recommendations of the Cabinet Commit- 
tee, it is requested that each of you personally review the presently 
approved allotments to major activities for the fourth quarter of fiscal 
year 1957 to determine where downward adjustments can be made, 
so that direct obligations for the fiscal year as a whole will, in the aggre- 


cate, be below the amounts shown in the current financial plan by “the 
following amounts: 


Million 
Army. : a ee ee =e $100 
Navy / 2S Gs BS ee ee a : : bib doce 150 
ile Pei ck 5 ance ale ea ie 1 y'sk a eeiche ah abate qeceet ae 250 


The results of this review and your recommendations as to the dis- 
tribution of the above amounts, by appropriation, should be forwarded 
to the Assistant Secretary of Defense (Comptroller) by no Jater than 
May 10, 1957. 


C. E. Witson. 


Exurpit 1—C 
May 22, 1957. 
Memorandum for the Secretary of the Army; the Secretary of the 
Navy; the Secretary of the Air Force. 

Effective immediately the amounts available for obligation under the 
approved financial plan for fiscal year 1957 under appropriations 
available for major procurement and production, research and de- 
velopment, and military construction shall be reduced by the follow- 


ing amounts without increase in the amounts available for commit- 
ment: 


Million 
Bey oon eet of See wee eee ee as $100 
NSW. 6. Sie eee cose 2b eb ab deadelee o be dn eee 150 
MAP ORCC oie 5h ei eidel rian Hem Us an ein $e Se ee 250 


The distribution by appropriation, recommended by the three 
military departments, will be submitted to the Secretary of Defense 
by May 31, 1957. 

In addition, as a means of clarifying our fiscal position, each mili- 
tary department will submit a detailed plan to the Secretary of 
Defense no later than June 12, 1957, for meeting their fiscal year 
1958 expenditure objectives, taking into account their outstand- 
ing obligations, as well as their plans for rate and volume of new 
obligations. 


C. E. Witson. 
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Exnipit 1—D 
[Limited to official United States Government use] 


ExecuTivE OFFICE OF THE PRESIDENT, 
Bureau OF THE Bupaer, 
Washington, D. C., June 28, 1957 
The honorable the SECRETARY oF DEFENSE. 

My Dear Mr. Secretary: The President has requested that all 
agencies in the executive branch keep the rates of commitments, 
obligations, and expenditures for fiscal year 1958 at or below the level 
for the fiscal year 1957, to the extent feasible, and that I inform you 
of the necessary procedures for achieving this purpose. This task 
can besi be accomplished by positive action on the part of each 
agency head. The apportionment and allotment system offers an 
existing administrative channel for each agency head to accomplish 
these purposes. Therefore, appropriate action along these lines should 
be reflected in the initial request for apportionment for 1958 appro- 
priations and in requests for subsequent revisions of apportionments 
as well as in allotment action within the agency, following these 
= ‘lines: 

As a general rule, requests for apportionment and the allotments 
of ue shall be based upon holding obligations to absolute minimum 
levels. Direct obligations as well as expenditures for the Department 
of Deiense should be held at or below $38 billion for the fiscal year 
1958. For all appropriations there should be a critical analysis of 
all activities and advantage should be taken of every possibility of 
reductions; apportionments in all cases should be consistent with 
“allowable”? sums being used in planning the 1959 budget. The sums 
available in excess of minimum needs will be placed in reserves for 
contingencies. 

2. In the case of those appropriations that are for major capital 
outlay and development—construction, procurement, research, ete. 
the requests for apportionment and the allotments should reflect the 
elimination or postponement of as many obligations planned in the 
vanes for 1958 as possible. 

. Apportionments and allotments shall be revised throughout the 
year to provide for additional savings. After the close ot each of the 
first three quarters, subse ‘quent apportionments and allotments for 
operating programs will be reviewed in the light of program progress 
and costs, and action taken wherever possible, both to reserve unobli- 
gated balances remaining from the quarter just closed and to adjust 
subse ‘quent quarters’ figures to take into account lower rates of obli- 
gations actually achieved in the preceding period. Also, those savings 
which are made a matter of record in public statements on the basis 
of agency claims of such savings will be specifically identified and 
reserved. 

The fiscal year 1958 financial plan for each of the military 
departments and the Office of the Secretary of Defense should be 
furnished to the Bureau as soon as possible. This information will be 
required before apportionments for the fiscal year 1958 can be ap- 
proved. The plans should indicate by appropriation estimated 
expenditures by month, obligations by quarter, and reimbursements 
by source. In addition, the plans should be summarized by service 
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and Office of the Secretary of Defense. The format followed in 
financial plans for fiscal years 1956 and 1957 will be acceptable. 
Subsequent revisions of the financial plans are also requested. 
Sincerely yours, 
Percivau F. Brunpaaget, Director. 





Exuipitr 1—-E 


Tue SecreTARY OF DEFENSE, 
Washington, June 28, 1957. 
Memorandum for the Secretary of the Army; the Secretary of the 
Navy; the Secretary of the Air Force. 

Pending the completion of the review requested in my memorandum 
of May 22, 1957, approval of arevised Department of Defense financial 
plan, based on the DOD Appropriation Act of fiscal year 1958 as 
finally enacted, and pending the apportionment of funds, essential 
military functions of the Department of Defense which would be 
| financed from appropriated funds should proceed on an austere basis. 
Such actions as are taken should be in consonance with the congres- 
sional action on the Defense Appropriation Act for fiscal year 1958 and 
should be consistent with the current expenditure objectives of the 
Department of Defense. 

Pending the apportionment of funds for fiscal year 1958: (1) Obliga- 
tions may be made in all appropriations for essential operating ex- 
penses. (2) For other than essential operating expenses obligating 
and commitment actions in procurement and construction appropria- 
tions shall be within funds apportioned for fiscal year 1957, and obliga- 
tions shall be limited to those required to record actions resulting 
from contract awards made on or prior to June 30, 1957. (3) No 
actions will be taken to increase the scope of programs, undertake 
new programs or new increments of present programs unless the use of 
funds for such purposes has been specifically approved by the Secretary 
of Defense. 

} Any requests for necessary exceptions to the above may be submitted 
to this office for consideration. 

Further instructions will be issued with respect to actions to be 
taken in the programs for military assistance. 


C. E. Witson. 


, | Exurpit 1-F 


Tue SECRETARY OF DEFENSE, 


; Washington, August 13, 1957. 

Memorandum for: The Secretary of the Army; The Secretary of the 
Navy; The Secretary of the Air Force. 

7 Each of you has presented a financial plan by which your respective 

e Departments propose to operate within your portion of the expendi- 

p ture ceiling of $38 billion for the Department of Defense for the first 


6 months of fiscal year 1958, as well as for the entire fiscal year. I 


— | 


have approved these plans in general terms and also have given specific 
. approval for a number of actions that have been taken to make certain 
e that the expenditure allotments will not be exceeded. 
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The approved expenditure ceilings for the year are: 


{In billions] 


a ee re ashes ca taps ae rei ms an eaten Aa se te aes Bee 1 $8. 950 
TOI a a te i cae ee Ng ee a oe ee ee 2 ene 110. 400 
Paar eS 85 ole Se LE Reg. Re a Re ee Pe 117. 900 
a ce poe al ice ds sa aveaiew ea ae eee ern ee Te ee 1. 750 

CN a a a I a ett el! 38. 000 


1 Not to exceed 14 of these amounts in the Ist 6 months, 


I wish each of you to feel personally responsible for seeing that 
these expenditure plans are met, taking whatever additional actions 
may be necessary as the weeks go by. This expenditure problem 
must have top priority as far as your personal time and interest is 
concerned. 


C. E. Witson. 
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THe SECRETARY OF DEFENSE, 
Washington, August 17, 1957 
Memorandum for the Secretary of the Army; the Secretary of the 
Navy; the Secretary of the Air Force. 


In connection with various steps now being taken to review pro- 
grams and to make changes required to meet expenditure objectives, 
available research and development funds may be fully utilized but 
at the same time a reduction will be made in the amounts utilized for 
this purpose for the procurement and production appropriation. The 
support of development, test and evaluation provided from procure- 
ment and production appropriations must be kept to a minimum so 
that maximum funds may be utilized for materiel requirements of the 
operating forces. 

To accomplish this objective and at the same time to continue a bal- 
anced research and development program including adequate support 
of the type previously planned for funding under procurement and pro- 
duction appropriation make necessary revisions in the programs pres- 
ently planned for funding under both research and development and 
procurement and production appropriations. These programs will 
therefore be adjusted to the extent necessary to reduce support re- 
quirements under procurement and production appropriations by a 
total amount not less than 10 percent of the fiscal year 1958 vanities 
and development appropriation for each department, and such 
requirements will then be funded under research and development 
appropriations. 

Revised project listing for research and development appropriations 
will be submitted which will show separately the items transferred. 


C. E. Witson. 








Ye er hlU 
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Exuisir 1-H 


THe SECRETARY OF DEFENSE, 
Washington, October 28, 1957. 
Memorandum for the Secretary of the Army. 
Subject: Support of basic research for fiscal year 1958. 


Reference: (a) Memo from Secretary of Defense to ae ae of the 
Army, Navy, and Air Force, dated August 17, 1957; (6) Memo 
from Secretary of Army to Secretary of Defense, dated October 
24, 1957. 

As proposed i in reference (6) the Army will restore its basic research 
program for fiscal year 1958 to the level justified before the Congress 
($5.7 million restoration). 

To accomplish this, as requested in reference (5), the Army is hereby 
relieved of the 10 percent reduction imposed by reference (a). 

Your request for an increase of $1.5 million over the established 
Army expenditure ceiling is denied in consideration of the expenditure 
ceiling adjustments that have recently been agreed upon with the 
Army. 

While the above deals with the level of basic research as distin- 
guished from individual projects, there are certain programs such as 
those of IGY to which careful consideration must be given. J am 
asking the Assistant Secretary of Defense (Research and Engineering) 
to work closely with you to insure that such considerations are given 
proper weight in the working out of your basic research program. 


New McE troy. 


Exuipit 1-I 


Tuer SecreTARY OF DEFENSE, 
Washington, October 28, 1957. 

Memorandum for the Secretary of the Navy. 

Subject: Support of basic research for fiscal year 1958. 

Reference: (a) Memo from Secretary of Defense to Secretaries of the 
Army, Navy, and Air Force, dated August 17, 1957; (6) Memo 
from Secretary of the Navy to Secretary of Defense, dated 
October 24, 1957. 

Your memorandum of Oc ‘tober 24, 1957 (reference (6)) confirms the 
understanding that the Navy’s basic research program will be con- 
tinued at the levels provided in the Navy’s budget as defended 
before the Congress, without change due to subsequent expenditure 
limitations, 

To accomplish this as requested in reference (6), the Navy is 
hereby relieved of the 10 percent reduction imposed by reference (a). 

It is understood that Navy’s Polaris program and funding require- 
ments therefor will be the subject of a separate memorandum. 

While the above deals with the level of basic research as distin- 
guished from individual projects, there are certain programs such as 
those of IGY to which careful consideration must be given. I am 
asking the Assistant Secretary of Defense (Research and Engineering) 
to work closely with you to insure that such considerations are given 
proper weight in the working out of your basic research program. 

Nett McE roy. 
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ExuHisit 1—J 


THe SECRETARY OF DEFENSE, 
Washington, October 28, 1957 

Memorandum for the Secretary of the Air Force. 

Subject: Support of basic research for fiscal year 1958. 

Reference: (a) Memo from Secretary of Defense to Secretaries of the 
Army, Navy, and Air Force, dated August 17, 1957; (b) Memo 
from Secretary of the Air Force to Secretary of Defense, dated 
October 24, 1957. 

Your memorandum of October 24, 1957, to the Secretary of Defense 
(reference (b)) states that the Air Force has taken steps to restore its 
basic research programs with universities and research institutions 
to the level previously planned. We take this to mean that they are 
being restored to levels defended before the Congress prior to program 
actions incidental to the expenditure limitation. 

To accomplish this as requested in reference (5), the Air Force is 
hereby relieved of the 10 percent reduction imposed by reference (a). 

Your memorandum also asked that the Air Force be relieved of the 
Secretary of Defense’s July 18, 1957, memorandum. This memo- 
randum dealt with an earlier memorandum of June 28, 1957, which 
was a temporary limitation on the Air Force. Since apportionment 
of research and development funds has been made these memoranda 
no longer constitute a restriction on the Air Force. 

Your memorandum (reference (6)) estimates that additional 
expenditure of $5 million in first half of fiscal year 1958 and $15 
million for entire year will result from the restoration of basic research 
discussed above. ‘This restoration must be accomplished within the 
overall resources currently available to the Air Force. 

While the above deals with the level of basic research as distin- 
guished from individual projects, there are certain programs such as 
those of IGY to which careful consideration must be given. I am 
asking the Assistant Secretary of Defense (Research and Engineering) 
to work closely with you to insure that such considerations are given 
proper weight in the working out of your basic research program. 


Net McE roy. 





SECTION II. DEPARTMENT OF THE ARMY 
INTRODUCTION 


Prior to the fiscal year 1952 the Congress made no direct appro- 
priations for research and deve ‘lopment. Provisions for research and 
development were incorporated in the several appropriations of the 
Army. In fiscal year 1952 the appropriation ‘‘Research and devel- 
opment, Army” was established; and to it were transferred the 
amounts which had been incorporated in the other Army appropria- 
tions for fiscal year 1952, emergency funds, and prior-year funds. 
For each fiscal year thereafter the Army prepared separate budget 
estimates, and the Congress made separate appropriations for research 
and de .velopment requirements based on these budget estimates, as 
approved by the Secretary of Defense. 

Prior to fiscal year 1956 research and development operation and 
maintenance costs (indirect) at field installations were paid from the 
‘Operation and maintenance” appropriations. The House of Repre- 


sentatives Report 1545, dated April 26, 1954, 83d Congress, 2d session, 
contains the following comment: 


There is some question that all services are uniform as to 
the inclusion in research and development appropriations 
items of indirect costs. It is suggested that the Assistant 
Secretary of Defense for Research and Development and 
Office of the Comptroller make certain that all such indirect 
costs are presented uniformly in the estimates for the fiscal 
year 1956. 


On January 5, 1955, the Assistant Secretary of Defense, Comp- 
troller (OASD Compt) issued Department of Defense Instruction 
No. 7220.5 covering Budget and E xpense Accounting Classifications 
for Research and Appropri iations. Under “A. Scope of appropriation 
and basis of classification” of enclosure 1, there appears the following: 

The basic objectives * * * are to: 

c. Implement recommendations of Committee on 
Appropriations, House of Representatives, for a uniform 
scope of the research and development appropriations 
(in H. Rept. 1545, 83d Cong., 2d sess.). 

d. Include within the framework of the research and 
development appropriations the operation and mainte- 
nance costs (indirect) for field installations and activities 
on a basis and concept consistent within the three re- 
search and development appropriations as well as with 
that contemplated for other appropriations. 


For the 1956 and subsequent fiscal years these indirect costs were 
included in the research and development budget estimates and 
appropriations. 
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The budget and accounting records prior to fiscal year 1956 were 
not set up to show these indirect costs, nor did they include any 
separate research and development records for the 1951 and prior 
fiscal years. ‘The financial and budget information presented to the 
House Government Operations Committee for the 1955 and prior 
fiscal years had to be estimated to show them on a comparable basis 
with those for the subsequent periods. 

The budget and accounting procedures discussed and evaluated in 
this report are based, for the most part, on events transpiring in the 
later fiscal years, during which period the budgeting and accounting 
for research and development activities were more completely docu- 
mented. Sufficient evidence is available, however, to establish the 
fact that in general our comments and findings apply to the whole 
period under review (fiscal years 1950-1958). 

The Department of the Army does not budget for research and 
development activities under the basic research, applied research, and 
development categories. The Office of the Secretary of Defense 
(OSD) requires the Department to submit its budget under the fol- 
lowing activities (end items): 


1. Aircraft and related equipment. 

2. Guided missiles and related equipment. 

3. Ships and small craft and related equipment. 

4. Combat and support vehicles and related equipment. 
5. Artillery and other weapons and related equipment. 
6. Ammunition and related equipment. 


~] 


Other equipment. 
8. Military sciences. 
9. Operation and management of facilities. 

There is presented as exhibit 1 at the end of this section a summary 
showing for each of the fiscal years 1948 to 1958, inclusive, the fol- - 
lowing: 

Total amounts requested for research and development by: 
The Department of the Army. 
(b) The Department of Defense (fiscal year 1953 through 
fiscal year 1958 only). 
The Bureau of the Budget (fiscal year 1953 through 
fiscal year 1958 only). 
The President (except fiscal year 1948). 
Total amounts appropriated by the Congress (except fiscal year 
1951). 

3. Unobligated balances (fiscal year 1954 through fiscal year 1958 
only) 

Emergency fund transfers (except fiscal year 1948 through fiscal 
sed 1950). 

Apportionments (except fiscal year 1958 through fiscal year 
19: 51 ). 

6. Obligations. 

7. Expenditures. 

Supporting detail and comments on each of these seven classifi- 
cations are contained in the respective items following. These items 
are in the order in which they are presented in the initial requests of 
the House Committee on Government Operations. 








[> 


‘ar 


ifi- 
ms 
ol 


RESEARCH AND DEVELOPMENT 149 


Item 1. A definition of their terms “‘basic research,” “‘applied research,” 
“development,” and “applications engineering” as used in 
responding to the following enumerated items 

The definitions requested in item 1, were furnished in letter dated 

January 24, 1958, to the chairman of the committee by the Deputy 

Secretary of Defense (Donald A. Quarles) in reply to his letters of 

November 14 and 21, 1957. These definitions are contained in this 

report under section IT, Office of the Secretary of Defense. 


Item 2. The amounts requested in the preparation of the annual budgets 


and of supplemental and deficiency appropriation requests at each 
level in the Department of the Army for the fiscal years 1950 through 
1958 for each of the categories listed in item No. 1, showing the nature 
of the projects for which the requests were made 


The Department of the Army contains the following technical 
services whose primary missions are indicated by their titles. 
Technical Services: 

1. Chemical Corps 
2. Engineering Corps 
3. Medical Corps 
4. Ordnance Corps 
5. Quartermaster Corps 
Signal Corps 
Transportation Corps 

Each technical service has the responsibility for the preparation 
of budget estimates covering research and development systems and 
projec ts over which it has primary control. 

The chronology of the budget formulation process for any budget 
year is not fixed, but the actions usually occur at the same approximate 
time for each budget year. For example the fiscal year 1957 research 
and development (R&D) budget processes within the Department 
of the Army cover the following three major phases: 

1. Preliminary discussion. 
2. Preparation of budget execution plans and budget estimates. 
3. Formulation and preparation of the President’s budget. 

The processes each year within each of the above phases is as 
presented below for the fiscal year 1957. 

The first or preliminary discussion phase of the budget process 
covered the period November 15 to December 15, 1954. At some 
time during this period representatives of the Army Chief of Research 
and Development appeared before representatives of the Bureau of 
the Budget and the Office of the Secretary of Defense to justify their 
requirements for the Army research and development budget for 
fiscal year 1957. Following these conferences, the Deputy Chiefs 
for Research and for Development ! met (during the period from 
December 16, 1954, to January 15, 1955), to determine the distribu- 
tion of the tentative amount. 

During the second phase of the budget process, which covered the 
period from January 16, to June 15, 1955, the Office of the Chief of 


1 Subsequently, the functions of these two positions were transferred to newly created Directors for Special 
Weapons, Research and Development. 
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Research and Development issued and received directives or instruc- 
tions as follows: 

Issued a directive on January 25, 1955, to the technical 
services requiring the submission of research and development 
budget estimates for fiscal year 1957. Such data were required 
on or before April 10, 1955. 

Received the Army program directive for fiscal year 1957 
io d April 12, 1955, from the Office of the Army Chief of Staff 
(OCSA). 

Received guidelines and a firm research and development 
budget dollar ceiling from the Office of the Assistant Secretary of 
Defense, Research and Development (OASD—R&D) in memo- 
randum dated April 20, 1955. 

The above guidelines and policies were implemented, as appro- 
priate, by instructions to the technical services. Each technical 
service prepared its own budget execution plan and. budget estimates, 
and submitted them to OCRD in the form of a command schedule.? 
These command schedules which contained budget figures by project 
and subproject under each of the 9 budget activities cited heretofore, 
were reviewed at staff level in the 3 directorates mentioned above, by 
the project officers who are in direct charge of specific projects. The 
schedules were later reviewed by the Army Research and Development 
Review Board. The Chief of Research and Development then prepared 
a project listing of the estimates for fiscal year 1957 from the budget 
execution plan as revised by the Army Research and Development 
Review Board. These listings were forwarded to the technical services 
for use in the formulation of their Research and Development budget 
submissions, as explained in the following phase 3. The Program 
Director also prepared the Army research and development program 
for fiscal year 1957, listing therein the major research and development 
projects and studies without reference to amounts. This program was 
coordinated with the Army Deputy Chiefs of Staff for Military 
Operations, Personnel, Logistics, and Army Comptroller, was trans- 
mitted to the Office of the Army Chief of Staff on June 1, 1955, and 
was approved by him on June 10, 1955. Copies of the program 
were distributed to all concerned, including the Chiefs of the technical 
services for information and guidance. 

The third ~~ of the budget process covers the period from June 16 
to October 31, 1955. The Adjutant General, on June 29, 1955, issued 
the annual er formulation directive of the Army which provided 
guidance on policies, procedures, and timing of the various actions 
involving the budget formulation processes. The Office of Chief of 
Research and De velopment. ( (OCRD) on July 20, 1955, forwarded 
instructions implementing this direc ‘tive to the Technical Services. 
Enclosed therewith were copies of the approved project listing, cited 
above, for their use in the preparation and transmittal of their research 
and development budget submissions. The technical services sub- 
mitted the budget information to OCRD by August 15, 1955. OCRD 
consolidated this information into the Army research and development 
budget; and the budget was transmitted to the Office of the Comp- 
troller of the Army (Army C) on September 8, 1955. Copies of the 
budget estimates were furnished the Army Budget Advisory Com- 
mittee (BAC) for review and approval, after which the budget was 
approved successively by the Army C, the OCSA, and the Assistant 


2 These plans and estimates were designated as ‘‘Command Schedules”’ for the first time in the develop- 
ment of the fiscal year 1958 budget. 
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Secretary of the Army (Financial Management). The Army research 
and development budget for fiscal year 1957 was approved by the 
Secretary of the Army and transmitted to the Secretary of Defense 
on October 27, 1955. 

Subsequent to the above actions, and following approval of the 
Army research and development budget for fiscal year 1957 by OSD 
and the Bureau of the Budget (BOB), the OCRD was requested to 
submit the budget schedules for printing in the President’s budget docu- 
ment for fiscal year 1957. This request was dated November 7, 1955, and 
the schedules were transmitted to the Army C on December 12, 1955. 

On January 23, 1956, after the President’s budget for fiscal year 
1957 had been submitted to the Congress, the OCRD requested the 
technical services to submit their budget (financial) execution plans 


for fiscal year 1957. A budget execution plan is defined in Army 
Regulations as follows: 


The budget execution plan of a command, agency, installa- 
tion, or activity is a detailed financial plan for the budget 
year, setting forth the funds required or approved for the 
implementation of the command, agency, installation, or 
activity program. 


Due to the lapse of time between the submission of estimates 
(April 1955) and the submission of the execution plans (April 1956), 
and because of the nature and priority of individual projects, the data 
furnished in the execution plans were not necessarily the same as that in- 
itially submitted with the estimates, or as approved by the Army Re- 
search and Development Review Board on the approved project listing. 

The amounts of new obligation authority requested by the Army 
for the research and development appropriations for the fiscal years 
1950 to 1958 are shown on the top line of exhibit 1. These are the 
amounts approved by the Secretary of the Army and submitted to 
OSD. They do not represent the amounts requested by the technical 
services, but represent adjusted amounts to conform with OSD guide- 
line ceilings. For example, the following schedule shows the amounts 
requested or recommended, at the organizational levels concerned, in 
the preparation of the fiscal year 1958 budget estimate. 

{In thousands] 


i 


| | ‘ 
Fiscal year | Fiscal year Fiscal year 





























Budget program |198 58 technical] 1958 Depart- 1958 Presi- 
| service re- mentof | dent’s re- 
quest Army request quest 
sata iain steal os 
5000 Aircraft and related equipment. -_-.....................-- $45, 595 | $35, 300 $14, 354 
5100 Guided missiles and related equipment. -_..............- | 183, 413 186, 400 87, 380 
5200 Ships and small craft and related equipment-_.__.......- 561 | 600 | 166 
5300 Combat and support vehicles and related equipment - -- 30, 108 25, 100 15, 936 
5400 Artillery and other weapons and related equipment--._-_} 17, 136 15, 100 9, 616 
5500 Ammunition and related equipment--.....-.........----] 76, 479 56, 300 44, 109 
a gs” eee eee eee 85, 441 83, 700 54, 154 
GTO OE BCI aos sc enaneaensedeasaaieee 105, 802 | 94, 500 83, 470 
5800 Operation and manage ment of facilities.....-..--------- | 69, 969 | 69, 000 | 62, 815 
| ————<—<——S—__ 
TUG BID... i. tusks th cdsnddtccnstudartndtatee eaten 614, 504 566, 000 | 372, 000 
—— Ee  ———————— 
5600 Other equipment (DOD classified activity) -............ | 20, 265 | 17, 500 | 17, 000 
5700 Military sciences (Armed Forces special weapons | 
II i ncicingueouekebeatoauee ‘chide scakeecianiadinia cai 28, 638 | 12, 500 | 11,000 
Tetal: DOD. ncccccnse siti aiiaad aap tidelduecica-dineeniaatal 48, 903 | 30, 000 | 8, 000 
CRONE WON iain ccc cc ccccstccusstdeccedscuaneneenmeael | 663, 407 | 596, 000 | 400, ( 000 
29529—58——-11 
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The Chief, Programs and Budget Division, OCRD offered the fol- 
lowing explanations for the action changes shown in the schedule. 


1. In January 1956 the technical services were directed to 
submit a budget execution plan for fiscal year 1957 totaling 
approximately $380 million for the Army program only. 
The directive also requested the technical services to submit 
a tentative budget for fiscal year 1958 totaling $380 million 
for the Army. The planning figure for fiscal year 1958 was 
based upon the amount included in the fiscal year 1957 con- 
gressional budget since the Army R&D budget had been 
relatively stable for several years and the Army had received 
no guidance from OSD at this time. 

2. The Army R&D Review Board met in April 1956 to 
develop the execution plan for the 1957 budget and the 
tentative fiscal year 1958 budget. The fiscal year 1958 
tentative program approved by the Army R&D Board was 
approximately $380 million. Guidance received from 
OSD(R&E) subsequent to the Review Board meeting re- 
quested the Army to submit a project listing totaling $362 
million as a basic program with additional increments of 
10 percent and 15 percent. The technical services were 
requested to develop such a project listing using the $380 
million program approved by the Army R&D Review 
Board as a point of departure. This project listing was 
submitted to OSD(R&E) in September 1956. 

3. The Chief of Research and Development believed that 
the budget directed by OSD(R&E) would not provide suffi- 
cient funds to carry out the R&D program required by the 
Army. Therefore, the initial fiscal year 1958 R&D budget 
prepared by the Chief of R&D totaled $614 million for the 
Army program and $663 million including the DOD agencies. 
Recognizing that this budget would inevitably be changed 
during the budget cycle. the Chief of R&D did not prepare 
a detailed project listing to support the $663 million boadinet. 
The Chief of R&D’s staff determined the functional areas 
requiring additional funds and these amounts were added to 
the project listing submitted to OSD which showed $362 
million basic budget plus 10 percent plus 15 percent. The 
budget document breaks the R&D funds down into broad 
categories such as aircraft, guided missiles, ammunition, ete. 
Attached is a table showing such a breakout for the various 
budget levels. 

4. Army Budget Advisory Committee action on the $663 


million budget resulted in reducing this amount to $596 


million. Included in the $596 million was $30 million for the 
DOD agencies. This budget was submitted to the DOD. 
No detailed project listing was prepared to support this 
budget. OSD and BOB reduced the Army Budget to a total 
of $400 million. In February 1957 after the $400 million 
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budget had been presented to Congress the ASD(R&E) re- 
quested a detailed project listing be submitted to support 
se budget. 

Most of the above information can be supported by 
due umentation: however, a substantial part of the data is 
based upon the memory of personnel who were in Office, 
Chief of R&D during this period. While I believe all of 
this information is correct I wanted you to know that part 
of if could not be supported by formal documentation. 


For fiscal year 1957 the technical services and Army Headquarters 
units concerned with research and development budget reviews were 
required by OSD to conform budget estimates to the f fiscal year 1956 
financial plan ceilings. Consequently the amount of the Army re- 
search and deve lopme nt budget request was approved without change 
by the Department of Defense (DOD) and BOB. 

For fiscal year 1956 the Secretary of the Army had requested a 
research and development budget of $392 million. The Secretary of 
Defense, with the advice and concurrence of BOB, reduced the amount 
to $333 million. The actions involving the reduction of the budget 
request to $333 million are explained by the Chief, Programs and 
Budget Division, OCRD, in exhibit C. “As indicated in the exhibit 
the total funds available for the Army research and developement 
program for fiscal year 1956 were $355 million. Of this amount the 
BOB held in reserve $34.5 million, and in September 1955, the Army 
Research and Development Review Board prepared a rev ised research 
and development program of $321 million for fiscal year 1956. 

Furthermore, the action by DOD directing the Army to carry over 
unobligated balances of $48 million from fiscal year 1955 had the 
effect of reducing the research and development program for fiscal 
year 1955. The actions by OSD described on page 2 of exhibit C 
ahows that the $48 million was deducted from the amount authorized 

329 million) by OASD (R & D) for the fiscal year 1956, thus reducing 
ihe new obligation authority to $282 million. To this latter amount 
were added provisions for indirect facilities costs ($26 million), plus 
new obligation authority ($25 million) for DOD agencies, making a 
total of $333 million, which was the amount appropriated. To this 
appropriated amount OSD directed that the unobligated balance of 
$48 million of fiscal year 1955 funds be added for fiscal year 1956 
program operations. Because funds are unobligated at any fiscal 
year end does not mean that there is no need for these funds. These 
research and development funds are available until expended. At 
every fiscal year end there is an unobligated balance carried forward 
into the next fiscal year when it is obligated for prior-year program 
requirements. Therefore, the application of the $48 million of fiscal 

vear 1955 funds to the fiscal year 1956 research and development 
program meant that the fiscal year 1955 approved program could not 
be completed. 
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Item 3. Following through for each of the items requested in item 2, a 
statement of the amounts requested by the Department of Defense 
and the President 

The amounts requested by the DOD and by the President for 
fiscal year 1950 to fiscal year 1958, inclusive, are presented below. 

For comparison there are also presented the amounts requested by 

the Department of the Army. 


[Millions of dollars] 




























| Service DOD | Presi- |} | Service | DOD Presi- 
Fiscal year | request | request dent’s Fiscal year | request | request dent’s 
| request request 
. ec ae Nahe a a 
ites ius k oe 17} 112 || 1955_.....-- Pal 390 | 355 | 355 
Biss tran einanti si 292 (1) 171 ee ee 392 | 333 | 333 
1952 > ae 481 () 439 _ Pa ees 410 | 410 | 410 
DE coco ewan 502 484 OT GOB ences echoed. 596 | 400 | 400 
1954 2 Scie habs 450 370 370 | 


1 Not available. 

2 1954 figures are the revised figures of President Eisenhower’s budget. 

3 It should be noted that commencing with 1956, certain indirect costs are included in the figures statea 
which theretofore had not been included. These added amounts were $26,000,000 for 1956, $38,000,000 for 
1957, and $49,600,000 for 1958. These should be deducted in comparisons with earlier year figures. 











A schedule follows similar to the foregoing but eliminating the 
amounts of $26 million, $38 million, and $50 million from the amounts 
for the fiscal years 1956, 1957, and 1958, respectively, to place the 
amounts for all years 1950 through 1958 on a comparable basis: 























{In millions] 





{ 


| | 
| Service DOD Presi- Service DOD | Presi- 

Fiscal year request | request dent’s || Fiscal year request | request | dent’s 
request | | request 


WO inesetiti etre $117 ( S022: th NAG B in es inwsccwnce $390 | $355 | $355 
ER ists mi tana 292 171 Rains ovals integer taba 366 | 307 | 307 
WR akicedaonabanad 481 (} GOO Fl ROO E wnt nctceeewnéein 372 | 372 372 
Reta nnenninmin sn 502 $484 BOO ROD oncnccnnniansike 546 | 350 350 
DW ricscdwtccnuscas 450 370 370 | | 








1 Not available. 


For fiscal year 1957 the Congress appropriated $410 million for 
Army research and development programs. No provision for funds 
for Project Jupiter was included in the Army portion of the budget 
amounting to $381 million, on the assumption that such funds would 
be provided either out of the emergency funds of OSD or from some 
other source, as had been the case in prior years. The original guide- 
lines dated April 20, 1955, issued by the OASD (R&D) provided that 
the initial Army research ‘and development budget estimates for fiscal 
year 1957, on the fiscal year 1955 direct cost basis, would not exceed 
$328 million. The guidelines made no mention of the Jupiter project. 
However, in the apportionment of the funds following the congres- 
sional appropriation, the OASD(Compt) advised the Assistant Secre- 
tary of the Army (FM) that of the amount available for obligation, 
$25 million was reserved for ballistic missile programs. This necessi- 
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tated revision of the budget program to either eliminate projects, or 
reduce the amounts originally allotted to projects, to make room for 
Project Jupiter. 

Similarly in the formulation of the budget estimate in support of 
the President’s request for fiscal year 1958 the Secretary of Defense 
directed that $17 million be held in reserve status. This necessitated 
the revision of the research and development program; and subse- 
quently, by OSD direction, the $17 million was applied to projects 
not originally provided for, including $13.8 million for Project Jupiter. 

The amounts of the DOD requests were based on joint reviews by 
OSD and the BOB. We were unable to determine the degree of in- 
fluence exercised by either group in making the decisions to reduce 
the amounts requested by the Army. 


Item 4. A statement of any budget limitations or restrictions imposed 
by the Department of the Army, the Department of Defense, the 
Bureau of the Budget or the President in connection with the making 
or the preparation of the appropriation requests covered by item 2 


In January of each calendar year the OCRD issues formal instruc- 
tions to the technical services for the preparation of a budget execu- 
tion plan for the next fiscal year, and the preparation of budget esti- 
mates for the fiscal year beginning 18 months later. These instructions 
are issued in anticipation of the receipt of _ are and requests for 
budget estimates issued 3 or 4 months later by OASD (R&D). These 
Army instructions specify the total amount it anticipates will be made 
available for budgeting by OASD (R&D). The instructions specify 
the portions of the total amount to which the technical services will 
conform their budget estimates. 

Upon receipt of the guidelines and request for budget estimates 
from OASD (R&D) which specify the maximum amounts of new 
obligation authority for which initial budget estimates may be sub- 
mitted, OCRD issues final instructions modified only to the extent 
that the OASD (R&D) guidelines differ from those anticipated in the 
January instructions. Except to give effect to these modifications the 
preparation of the budget estimates is completed at this time. Be- 
tween April and June the budget estimates are reviewed and an 
approved project listing and an official research and development 
program are prepared. The project listing and research and develop- 
ment program are used as the basis for the formulation of the budget 
justification to be used in support of the President’s budget. Instruc- 
tions for the preparation of this Army budget program are issued in 
June and July and the program is completed in August. In all in- 
stances the instructions continue the dollar amounts specified in the 
original implementing instructions issued in January. 

All of these instructions impose dollar ceilings within which the 
technical services must fit their programs. 

A list of directives and instructions covering the preparation of 
the fiscal year 1957 research and development budget estimates, 
issued by Army officials to implement those of OSD, follows. Copies 


of the Army directives and instructions are not appended for security 
reasons. 
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Document | Office of issue Distribution Purpose 
date | 
Jan. 24,1955 | OORD..-.-------. Technical services_._-- Instructions for preparation of re- 


search and development budget 

execution plan, fiscal year 1956, 

and budget estimates, fiscal year 

1957. 

Apr. 12,1955 | OCSA...-..... ..| Program directors.......; Assumptions and guidances for de- 
| veloping Army programs for fiscal 

year 1957. 
Approval of research and develop- 


| 


May 4, 1955 Army Research and De- | Memorandum for rec- 


velopment Review | ord; copies to program ment estimates for fiscal year 1957. 
| Board. | directors. 
June 29,1955 | The Adjutant General_.._| Departmentwide........| Guidance as to policies procedures, 
and timing of formulation of Army 
| budget for fiscal year 1957. 
July 20,1955 | OCRD-.------ | Technical services... | Instruction for formulating research 


| and development budget request 
for fiscal year 1957 for inclusion in 
| the President’s budget. 

Oct. 25,1955 |} Army C... : Program directors. - . | Provide control figures to be in- 
| | cluded in OSD-BOB submission 

| of fiscal year 1957 budget estimates. 
Nov. 7, 1955 |...-.do...---- a sees _..| Request submission of budget sched- 
ules for printing in the President’s 
| budget for fiscal year 1957. 





Jan. 23,1956.| OCRD---- ; | Technical services... | Instructions for the preparation of 
research and development budget 


execution plan fiscal year 1957 and 





budget estimates fiscal year 1958. 
May 3,1956 | Army C....--... ....---| Program directors.......| Instructions for the preparation and 
| | submission of support material to 
| apportionment requests and 
budget submissions. 


A similar series of instructions were issued at the same approximate 
time intervals in 1956 covering the preparation of the fiscal year 1958 
research and development budget estimates. 

The effects of the OSD and Army directives and instructions on the 
budget estimates prepared in conformity with them are discussed 
below. 

The OSD guidelines issued for the fiscal years 1953 to 1958 inclusive 
approved the new research and development obligational authority 
for which the Army could budget in the following amounts: 


{In millions] 


Amount 


Fiscal year j 
Defense De- 


Army partment- 
wide 
ace eek tions via ese eescdcacle eokdareed css iin bs oteaoain ile aio $470 $1, 624 
Bc kencdcnn aoc eie cicicoeeantnaskedsinececdswebeacknneseweate adeeb renee 490 | 1, 631 
I iil tech Reggina Soe chats Dracaena Sb tpse eins cai ata all as eaiincaae evinle 327.8 1, 212 
eee ees ea nee es a oe en cs Se ee ee ene eal 329. 1 1, 210 
oe ee he ts Soa leo cee ok cea os ee ee ie Eh ee ne 328 1,175 
De Fecbwtiinnccan cet rhoannth uthblonad>aakels catenin oheoaawaeepan akdentabe 362 1, 424 


The level of effort (dollarwise) dropped more than 25 percent in 
fiscal year 1955 below that in fiscal year 1954 both in the Army and 
Defense Department-wide. Guidelines setting forth the amounts of 
new research and development obligational authority for which the 
Army could submit budget requests, usually issued in April of each 
year for the budget year beginning 15 months later, were omitted for 
the budget year 1955. The Army, Navy, and Air Force submitted 
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budget estimates totaling approximately $1.3 billion, ~~ 20 percent 
less than the total authorized for the 1954 budget year. In December 
1953, the Assistant Secretary of Defense (R&D), in &@ memorandum 
to the Research and Development Policy Council stated that— 


* * * Discussions with the Assistant Secretary of Defense 

(Comptroller), representatives of the Bureau of the Budget, 

and members of the Research and Development Policy Coun- 

cil have indicated that such a total is incompatible with the 

overall objective of reducing Department of Defense expend- 

itures levels and that a number of actions should be initiated 

in the research and development area to insure conformance 

with that objective. 
The ceiling was reduced to $1.2 billion, a further reduction from the 
fiscal year 1954 level of 8 percent. 

Although the guidelines for the budget year 1954 set the DOD new 

obligation authority at $1.631 billion, the Congress appropriated 
$1.233 billion, a reduction of about 24 percent, indicating that the 


economy drive actually started in the fiscal year 1954. The following 
schedule indicates the trend: 


Appropriations 


{In millions] 











Army Navy Air Force All services 
| | 
Fiscal year Research Research Research | | Research 
Total and Total and | Total and | Total | and 
| develop- develop- develop- | develop- 
ment | ment ment | ment 
e e . — 
1953... _.| $13, 645 $440 | $13,228 | $498 | $22,328] $525 | $49,109] $1, 463 
1954. . aace-----| 12,949 345 9, 452 | 448 | 24,587 | 440 | 46, 988 1, 233 
eatin cicconataaes | 7,660 345 | 10,272 | 428 | 90,757 | 418 | 48, 689 1, 191 





The total funds appropriated for military functions of the three 
services are 3% percent less for fiscal year 1954 than they were for the 
fiscal year 1953. Total funds ine ‘luded for research and development 
were 16 percent less for the fiscal year 1954 than for the fiscal year 
1953. Total funds appropriated for research and development for 
the fiscal year 1953 and fiscal year 1954 were approximately 10 per- 
cent and 24 percent less than the total amounts of new obligation 
authority approved by OSD for the respective years. 

Total funds ap propriated for the military functions of the three 
services for fiscal year 1955 were approximately the same as for fiscal 
year 1953, whereas total research and development funds included 
in the fiscal year 1955 total appropriations were approximately 18 
percent less than the total amount for fiscal year 1953. 

The facts and figures enumerated to this sada were taken from 
(1) information furnished the committee, (2) OSD annual guidelines, 
and (3) Treasury statements of receipts, expenditures, and balances 
They evidence the following: 

(a) That the reduction in DOD expenditure levels did not 
materialize in fiscal year 1955 as indicated in the memorandum 
dated December 9, 1953, from the Assistant Secretary of Defense 
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to the Research and Development Policy Council. Actually they 
were increased to the fiscal year 1953 levels. 

(6) That, although the overall expenditure level for the fiscal 
year 1955 increased, the research and development expenditure 
level fell below that of both fiscal year 1953 and fiscal year 1954. 

(c) That without budget guidelines from OSD for fiscal. year 
1955 the 3 services submitted budget estimates totaling $1.3 
billion, a reduction of approximately 20 percent below the fiscal 
year 1954 approved amount. (Budget guidelines were issued by 
OSD on December 9, 1953, just prior to the submission by the 
services of budget justifications for submission to Congress.) 

(d) That the OSD decided to reduce the total to $1.2 billion, 
which had the ultimate effect of reducing the level below the fiscal 
year 1954 level, even though total funds appropriated for fiscal 
year 1955 were approximately $1.7 billion more than for fiscal 
year 1954. 

(e) That the OSD guidelines have held the services to a fixed 
dollar ceiling for research and development operations from year 
to year, and that, with rising costs over the years 1953 to 1958, 
this policy has had the effect of diminishing the level of effort. 
This is discussed in detail in section II, Office of Secretary of 
Defense. 

(f) That the policy of maintaining research and development 
operations within a fixed dollar ceiling has had the effect of de- 
ferring activities in project areas until room is found for them in 
some subsequent year program. 


Item 5. A statement of the amounts appropriated by Congress pursuant 


to the requests by the President set forth in item 8 


The amounts appropriated by the Congress pursuant to the requests 
by the President for fiscal year 1952 to fiscal year 1958 inclusive, are 
shown below: 


[In millions] 





Fiscal year 





| President’s Appropri- 
request ation 


ot ia LR he AE Ee le SIS, bs se Phe LM Loox rym eee 0 | $387 
hee Cs GEue scans Sea A cin SEE OSe. eat, MLS ake ee 450 440 
Ae ier EA Teal a te ig gee ERE Re Die tare rat aS 370 | 345 
is ol astealDaciiceedch cc chsa ntl is canes atc nian calms dn ka everson alana aia itera es ieetacgiu anid: ad | 355 | 345 
a i a a Ree ain TE Boal Loe 333 | 333 
Rae are eee gn ct ae S ra oan al tan eee eee 410 | 410 


A similar schedule follows eliminating the amounts of $26 million, 
$38 million, and $50 million (representing indirect costs) from the 
amounts shown for the fiscal years 1956, 1957, and 1958 to place these 
latter year amounts on comparable bases with the preceding years: 


{In millions] 


Fiscal year | Presidemt’s | Appropria- 
request tion 


pith bivi bead thewenbaddedavhiialawdaenhéneiebibekabsuliduatedesakamnek $439 | $387 
a ll ee vianei seater iusai AE di aten co eleld ics 450 | 440 
ees wteldctn wien cheat ba Was Kbokumstcceckdeaenep wun dan diated | 370 345 
ited ett ce etdthebachtpimbbhbiieiceses a ele eee a Rel al 355 345 
Se oils else ei betes sass th sidintinds Sano oleate ang a a igs ine earn ect oe 307 | 307 
SS eeal kbc ahascgtonoachasaitia iia elastin 1 i ivensgv iw enlace Oe RE ae ei cadie aio atin | 372 372 
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The fiscal year 1952 appropriation amount represents transfers 
from other Army appropriations to establish the ‘Research and 
development, Army” appropriation as authorized and directed by 
the Congress. The amounts shown for the subsequent fiscal years 
were appropriated directly by the Congress. The reductions in the 
amounts for the fiscal years 1954, 1955, and 1956 from the fiscal year 
1953 level were due primarily to economy measures instituted after 
the cessation of hostilities in Korea. There is presented below a 
schedule showing, for fiscal year 1954 through fiscal year 1958, the 
division of the amounts appropriated between direct research and 
development projects, facilities support, and other DOD activities: 


a | 
Fiscal year | Fiscal year | | Fiscal year iF iscal year | | Fiscal year 
1954 | 1955 | 1956 } 1957 1958 












Direct research and development program -.- 318. 5 | 319.0 | 281. 5 343 322. 4 
TORR AEIO SIE. oc odk ok bihdoaadosien (*) | (‘) | 26.0 | 38 49.6 
SF a CR ona cities eiantdekmonned 26. 5 26.0 | 25. 5 29 | 28.0 











Total appropriation................- 345.0 | 345. 0 333.0 | 410 | 400. 0 

















1 Installation support costs for fiscal year 1955 and prior years were included in ‘‘Maintenance and oper- 
ation’’ appropriations. 






Item 6. A statement of the amounts spent or obligated, showing the 
appropriation upon which such expenditure or obligation was 
based and showing whether or to what extent the work was per- 
formed by the Government, by educational institutions, by non- 
profit organizations other than educational institutions and by 
private contractors 

A schedule showing, for the fiscal years 1952 to 1958, the amounts 

of research and development funds obligated ‘and expended follows: 


{In millions] 











Fiscal year 
4 T .: | | | | | 
1952 | 1953 1954 1955 1956 | 1957 1958 Total 


saint ks SO $387 $440 | $345 | $345 | 





! | 
$333 | $410 $400 | ! $2, 660 














Appropriation 

REWIND occnckscckeuninabdabeanenke 27 13 | 3 | 1 | 19 | 23 39} 1125 

Unobligated balance brought for- | | a} 
WENGE Sac icceccushedactde ance 25 0 | 52 | 76 29 | 34 | hanks 
Total availability..._...._____- | 439 453 400 400 423} 462| 478 |..--.-.. 
Unobligated balance carried forward. 9 52 | 54 | 76 | 29 | 34 | 121 ova e 
Total obligations. -_ et 401 | 346 324 | 399 | 428 | 452 | 12,782 
MeO icine Cctistittes es tiadbaitaibe 139. 5 320 | 359 | 377 | 410 | 435 | 455 2, 496 

| | | 





1 Total appropriations ($2,660) plus transfers ($128) minus unobligated balance carried forward ($21) 
equals total obligations ($2,767). 


The appropriation for the fiscal year 1952 for research and develop- 
ment was an annual appropriation. No unobligated balances were 
carried forward into the fiscal year 1953 since the appropriation lapsed 
for obligation as of June 30, 1952. The appropriations for the subse- 
quent fiscal years were available ‘until expended; and at each year end 
unobligated balances were forwarded into the next fiscal year. 
The schedule shows (see footnote to schedule) that all but $21 
million of available funds for the entire period was or will be obligated 
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by June 30, 1958. The $21 million is the amount estimated to be 
carried forward into the fiscal year 1959. 

A schedule showing the amounts of the total obligations applicable 
to in-Government and non-Government organizations, by fiscal years, 


follows: 
{In millions} 









| 





Inside Profit Educa- | Nonprofit 
Fiscal year | Govern- organ- tional institu- Total 
| ment izations | institutions; tions 












oe | 









Mi eats inde clita aiaienealbeelntectstnee ania iniomenieiee i | 189. 1 DIED thiweniuwenin 36.0 401.0 
a ceisinn desist eieacaeincencadetincacasntbeicahinteemtnian eects 156. 4 DENG lenetbeosinnn 34.8 345. 0 
I hassassisinigseibnieibek as eceecinbochtetheieedasiiecihaaiblargineninctad 229. 4 | ee | 30.8 325. 0 
MDG oa kee miakanh emtaenSemsnw—nnareain 203.9 | 148.0 | $46. 2 | 4.9 403. 0 
PA ct etbancchiiibiahetseebdenesasge tons 215.9 | 171.9 | 45. 2 | 4.0 | 437.0 

ee ites ceerianins isan iain ne madeh ac danniek el 214.8 | 184.5 | 7.7 4.0 | 451.0 


| 






































The foregoing information was furnished by OSD but has not been 
verified by us at this time. The Army reports that the profit organi- 
zation figure for 1955 should be $131 million. The slight difference in 
totals between this and the preceding table arises from differences in 
the sources of information. We were unable to develop any informa- 
tion as to the extent to which the facilities in each of the four cate- 
gories were utilized within the limits of funds obligated. 


Item 7. A statement showing for each category under item 6 the percent- 
age expended for overhead and other administrative costs in the case 
of completed projects. In the case of uncompleted projects, and in 
other instances where such expenditures are not known, please state 
the percentage authorized or allocated for overhead and other admin- 
istrative costs 

The Department of the Army does not maintain its accounting rec- 
ords in such a manner that overhead and other administrative ex- 
penses can be readily indentified. Information furnished by the De- 
partment of the Army, unverified, shows, for the fiscal years 1956, 
1957, and 1958, the amounts of $52 million, $59 million, and $63 mil- 
lion, respectively, of research and development funds applicable to 
overhead and other administrative costs of operation and manage- 
ment of facilities, about 15 percent of research and development funds 
appropriated annually. The amounts applicable to prior years are 
not given. The percentage of overhead and administrative cost in- 
cluded in the obligations to profit organizations, educational institu- 
tions, and other nonprofit institutions (see schedule under item 6) are 
not known. 

There is a wide difference of opinion regarding the amounts which 
are properly attributable to research and deve lopme nt, for example, 
the Research and Development Branch, Budget Division, OASD 
(Compt.) prepared an unpublished report dated April 17, 1958, cover- 
ing “Activities supporting the research, development, test, and evalua- 
tion program in the Department of Defense.”’ This report contains 
the following estimates of funds programed for “research, develop- 
ment, test, and evaluation” in the fiscal years 1955, 1956, 1957, 1958, 
and 1959. ‘These estimates are said to be based on data submitted 
by the Department of the Army. 
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Amounts by fiscal years 


[In millions] 


Activity 1955 1956 1957 1958 1959 Total 














Direct obligations, research and develop- 
ment appropriations: 














BI i.nccadiecesb heiadisdsctnbn $7.7 $15.8 $10.7 $16.8 $15.9 $66. 9 
Ses site: se esipconssnsa clsnstapaenaiiartiaddala 68.0 11L.9 113. 2 128.0 169. 4 590. 5 
SN: an. dcthbinasabatnbonetniemuaiakdale -4 -4 -3 eS -3 1.5 
Gane niindcethccinentndacasssaeia 290. 2 275.4 303. 2 312.0 308. 1 1, 488. 9 
OR eictccvcnacitddentdddun 366. 3 | 403. 5 427.4 456. 9 493. 7 2, 147.8 
Supporting activities directly related to 
research and development: 
Military construction................- | 1.9 8.0 43.1 10.9 23.9 87.8 
Industrial facilities..................-  scinsinines occa shiniegiaiateaah iin eibinnigalintald BIE Beudecdiaba 12.1 
Military personnel...................- | 35.9 40.7 39.9 40. 2 41.3 198. 0 
Rs iiininsctitiinainnchiepacudioia 37.8 | 48.7 83.0 63. 2 65.2 297.9 
Items under development, test, and hat 
evaluation: 
PER anid do niccnnnindnpiccdsetcuses aa S sssacicgniewal edema te 59.9 33.0 92.9 
eS eee 168. 7 83.0 453.0 594.4 690. 7 1, 989. 8 
a cindecicciaacscam im ncisipninem intend 39. 7 165. 2 100. 0 269. 6 212. 2 786. 7 
DUCE cnc cecdciasrkeetincinaan 208. 4 248. 2 553.0 | 923. 9 | 935.9 2, 869. 4 
a 7 | 
RECAPITULATION 
bah | 
Research and development appropriations- $366. 3 | $403.5 | $427.4 $456.9 $493.7 | $2,147.8 
Supporting activities. ...................- 37.8 48.7 83.0 63. 2 65. 2 297.9 
Development test and evaluation.........- 208. 4 | 248. 2 553. 0 923. 9 935. 9 2, 869. 4 
"FOGR, ACU a ctdkkcsssdcans cabadidine 612. 5 | 700.4 | 1,063.4 1,444.0 | 1, 494.8 5, 315.1 
| 








The total amounts for “Supporting activities’”’ ($297.9) and “Devel- 
opment, test, and evaluation’ ($2,869.4) exceeds the total amount 
appropriated for direct research and development operations. These 
costs ($297.9 and $2,869.4) were paid from the following appropria- 
tions: 

Military construction, Army ($87.8) 
Military personnel, Army, and ($198.0) 
Procurement and production, Army ($2,881.5) 


The Army Director of Research and Development questions the 
validity of the amounts shown in the above recapitulation for develop- 
ment, test and evaluation. Commenting on these amounts in a 
letter dated July 3, 1958, to the chairman of the House Committee 
on Government Operations he states: 


This report indicates PEMA support of R&D to be $2.9 
billion for the period 1955 through 1959, based on OSD 
criteria which include all nonstandard (B) items. The 
inclusion of all nonstandardized (B) items under the category 
“Development, test and evaluation” is considered funda- 
mentally incorrect. Many items are programed as (B) items 
but by the time they are procured they are standardized, 
or about to be standardized. Only engineer-user test items 
should be included in this category. 


On this latter basis he states that the amounts of $553 million, 
$923.9 million, and $935.9 million, for the fiscal years 1957, 1958, and 
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1959, respectively, should be $265.9 million, $233.5 million, and $232.3 
million. 

Norr.—-Nonstandard (B) items are those items which have been 
or are being procured which have not been accepted as standard 
items. Army officials point out that major items are included in 
the amounts presented in the OSD schedules which are nonstandard 
only because the necessary official documentation had not been 
processed to make them standard items. 

In addition to the above identifiable program items, there are other 
activities of the DOD and the Army which provide significant support 
to the research and development programs the amounts of which 
cannot be readily identified. These items include, but are not 
limited to the following: 

(a) Departmental administrative costs. 

(6) Operating and maintenance costs of ships, aircraft, and 
troops used in conducting tests. 

(c) Pay and allowances of military personnel attached to 
regular military units used in conducting tests other than specific 
operational evaluation organizations. 

(d) Costs which are part of production contracts required for 
the further development of standardized items which must be 
adapted to other uses or improved in performance. 

(e) The regular military costs, associated with operational and 
training units, required in the ‘proc ess of phasing out obsolete 
weapons and phasing i in improved weapons, such as the change- 
over from propeller-driven aircraft to turbo-jet aircraft. 

(f) Costs provided for as part of the overhead allowance or as 
a percentage of cost under contracts for the procurement of 
standardized items 

These costs are not available, but that they are considerable is evi- 
denced by the fact that civil pay and travel costs of OCRD Army for 
fiscal year 1957 were in excess of $500,000, and military pay was 
considerably more. 

The ramification of research and development costs throughout the 
Army and Technical Service Headquarters is indicated by the fol- 
lowing list. 

United States Army Headquarters: 
Scientific Advisory Panel (part time). 
Director of Research and Development. 
Chief of Research and Development. 
Deputy Chief of Staff for Military Operations. 
Deputy Chief of Staff for Personnel. 
Office of the Comptroller of the Army. 
Materiel Requirements Review Panel. 
Research and Development Review Board. 
Technical Service Headquarters: 
Army Medical Service: 
Special Assistant for Nuclear Energy (part). 
Research and Development Division. 
Corps of Engineers: Research and Development Division. 
Transportation Corps: 
Executive for Research and Development. 
Transportation Board (part). 
Transportation Corps Advisory Panel (part). 
Technical Committee (part). 
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Technical Service Headquarters—Continued 
Chemical Corps: 
Deputy for Scientific Activities. 
Special Assistant to Chief Chemical Officer for Biological 
Warfare. 
Operation’s Research Group. 
Chemical Corps Patent Agency. 
Research and Development Division. 
Ordnance Corps: 
Assistant Chief of Ordnance for Research and Development. 
Research and Development Division. 
Quartermaster Corps: 
Office of Research and Development. 
Advisory Groups (part). 
Signal Corps: 
Technical Committee (part). 
Research and Development Advisory Council (part). 
Research and Development Division. 
CONARC: 
Chief of Combat Development. 
Assistant Chief of Staff Personnel. 


Item 8. A statement showing all directives and instructions written and 
oral, affecting appropriations and expenditures for fiscal years 19657, 
and 1958, having the effect of eliminating suspending, stretching 
out, reactivating, or speeding up the execution of basic research, 
applied research, development, or applications engineering projects 
and the use of funds therefor 

A list of directives and instructions issued by OSD affecting research 
and development budgets and operations of the Army, Navy, and Air 

Force is presented under item 8 in the OSD section of this report. 

The Secretary of Defense (Hon. Charles E. Wilson), on August 17, 

1957, issued a memorandum to the Secretaries of the Army, Navy, and 

Air Force directing that they make: 


* * * necessary revisions in the programs presently 
planned for funding under both ‘Research and develop- 
ment”? and “Procurement and production” appropriations. 
* * * to reduce support requirements under ‘Procurement 
and production” appropriations by a total amount not less 
than 10 percent of the fiscal year 1958 ‘“‘Research and devel- 
opment”’ appropriation for each departmeat, and such require- 
ments will then be funded under ‘“‘Research and development”’ 
appropriations. [Italic supplied.] 


The Secretary of the Army, on October 24, 1957, requested the 
Secretary of Defense (Hon. Neil H. McElroy), that the Army be re- 
lieved of the 10 percent reduction imposed by the August 17, 1957, 
memorandum. The Secretary of Defense, on October 28, 1957, 
granted this relief. 

The August 17 directive was in effect only 2 months, yet it delayed 
research and development operations extensively. Lieutenant Gen- 
eral Gavin in his testimony before the House Committee on Govern- 
ment Operations (p. 270 of published hearings, Research and Develop- 
ment, pt. 1) stated (1) That in the Quartermaster Corps the dates of 
completion on 69 contracts were delayed for periods ranging from 2 
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months to 1 year; (2) that in the engineer research and development 
program the awarding of contracts citing fiscal year 1958 funds, which 
would have resulted in expenditures in the first half of the fiscal year, 
was deferred from 3 to 6 months; and (3) that in the first 6 months of 
the fiscal year 1958 no contracts citing fiscal year 1958 funds were 
awarded in the ground mobility program. 

The OASD (R& D) on April 20, 1955, issued to the Secretaries of the 
Army, Navy, and Air Force, cuidelines for the preparation of the 
fiscal year 1957 research and development budget. There was 
nothing in these guidelines to indicate whether or not the budget 
ceiling for the Army was to include a provision for ballistic missiles. 
This was clarified by the Secretary of Defense in memorandum dated 
November 8, 1955, in which he stated that the dollar requirements 
for ballistic missiles would be separately justified. The initial budget 
request of $410 million which included a provision for indirect costs 
submitted by the Army to OSD, therefore, made no provision for 
ballistic missiles, and Army officials understood that fund require- 
ments for ballistic missiles would be provided from other sources. 
However, after Congress appropriated the funds and subsequent to 
the approval of the apportionment request by BOB, the Assistant 
Secretary of the Army (FM) was advised by OASD (COMPT) that 
$25 million of the amount available for obligation was reserved for 
fiscal year 1957 program in Ballistic Missile Committee. This 
necessitated a reprograming of the initial budget program which 
resulted in the deferral, modification, or cancellation of planned 
research and development activities. 

The OASD (R&D) on May 14, 1956, issued guidelines for planning 
the fiscal year 1958 research and development program to the Secre- 
taries of the Army, Navy, and Air Force. A ceiling of $362 million 
was set for the Army’s initial budget estimate; and the guidelines 
stated specifically that this amount was exclusive of ballistic missile 
requirements. The initial budget estimate submitted by the Army 
to OSD, and the budget request prepared subsequently for inclusion 
in the President’s budget, contained no provisions for ballistic missiles. 
Prior to the time that the Congress considered the Army research 
and development budget, the Army’s planned program had to be 
rescheduled. 

Each year emergency funds are appropriated to the Secretary of 
Defense to be allocated to the three services as the need for funds 
arise, to begin or continue important research and development 
projects “iia had not been provided for in the preparation of the 
annual budgets. The Secretary of Defense also has authority to 
transfer funds from other sources when emergency funds are ex- 
hausted. The three services have never received sufficient funds in 
any year from these sources, however, to conduct important research 
and dev elopment activities at proper levels of effort. 

For example, in fiscal year 1957, the Army requested $74.2 million 
of emergency funds but received only $9.6 million. This point is dis- 
cussed in more detail in part II, Office of Secretary of Defense. 

Under the preceding items of this report we have described the 
effects of restrictive directives and actions, by Army and OSD officials 
and by the BOB, on fiscal year budget. formulations. Superimposed 
on these restrictions are other restrictions arising in the apportion- 
ment, allocation, and obligation of funds. It has been the policy of 
the Chief, Budget Division of the Army, each year to request at the 
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beginning of the fiscal year an apportionment of the entire amount 
appropriated for research and development. The amount of this 
initial request or the amounts of subsequent reapportionment requests 
are modified by OSD or the BOB. The timing, nature, and amounts 
of these modifications have significant effects on the research and 
development operations. For example for fiscal year 1953 the follow- 
ing apportionment actions took place (the figures are cumulative): 











{In millions] 


Requested by | Approved by BOB 

















Date of apportionment be Le ‘ Reserva- 

| tions 

| Army | DOD | Date Amount 

| | | 
DOR TS A ek oo to oa $440. 0 | $440.0 | Aug. 8, 19521) $443. 0 | 0 
Sept. 29, 1953 Dctcts date be uauealiobte 448. 0 | 448.0 | Oct. 9, 1952 448.0 | 0 
Apr. 20, 1953 (DOD) Ake ae ae (2) 410.0 | Apr. 23, 1953 410.0 $40 
May 5, 1953................. ee 3 425. 5 425.4 | May 12,1953 | 425.5 25 
Pats & FE ctasdiinkckuhceahanise 4 428.0 | 428.0 | June 18, 1953 | 428.0 25 





















1 Anticipated reimbursements and transfers, $3,000,000. 

2 OSD processed this reapportionment schedule to reserve $40,000,000 for obligations it stated, to be 
incurred in subsequent years. The total available for apportionment was increased by $2,500,000 to include 
anticipated transfers for rest of year. 

* The Deputy Chief, Budget Division, Army, requested that $15,000,000 be restored to meet ‘‘essential 
commitments for efficient prosecution of fiscal year 1953-54 programs during remainder of the 4th quarter, 
fiscal year 1953.’”’ Planned obligations for the 4th quarter totaled $121,500,000, made up of: 


{In millions] 


Object class Planned | Adjusted 


Change 
(reserve) 








NE BET WENEEs te anacenndncnadenwiahshoesenadedetadiate 


CII i ainiie peek idieiglincecpndaachiasd eaten Gudiiadsidlaebéaeiatadeeaie ; ; 
SUP HUIS, MINSETIRES, CQUIDMIINE a onc ccckctcdcdccteiacedudsctuns 26. 5. 
| 2 






Other 





A vail: ble (unrese rved) 


Requirement for 4th quarter 


Initial reservation 


4 Additional transfer of funds. 


During fiscal year 1953 apportioned funds were allocated to the 
technical services quarterly. A schedule showing the proposed allo- 
cations of the initial apportionment request dated July 11, 1952, and 
the allocations per the final reapportionment dated June 1, 1953, 
follows: 








[In millions] 


Proposed ap- | Actual appor- Change 
Quarter portionments,| tiomments, (reserve), 
July 11, 1952 | June 1, 1953 | June 30, 1953 










eidadaoasin ‘incest a acti Tica alata ia ies eee $135 $135 | 0 


eso: inst scay ene dieniaeacspsatl ee 110 | 115 | +$5 
DY ire cccadisecetn sue scidian gcaei eases = ed 110 | 110 










Ee EE ee ee Ee 
Increased availability --_-- 








Total availability ....-- 
Total reimbursements and transfers. 
Unobligated appropriations. _- 


Fiscal year 1953 obligations ~~ siciacatiiaialinds deli taatie ae aes 401 401 





Unobligated balance to fiscal year 1954 
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The Army Deputy Chief, Budget Division, to justify his request, 
dated May 5, 1953, for the restoration of $15 million of reserved funds, 
stated: 


To curtail operations during the remaining 3 months of 
the fiscal year to the extent necessary to reduce the planned 
level of effort by approximately 30 percent poses a serious 
problem. The problem is further complicated by the fact 
that instructions to withdraw $28 million of the $40 million 
administrative reserve were not received until nearly the end 
of April. Obligations and commitments had proceeded for 
almost an entire month on the assumption that fourth quarter 
funds actually apportioned and allocated represented avail- 
able working balances for the remainder of the fiscal year. 

This request for reapportionment of $15 million of the $40 
million held in administrative reserve is based on minimum 
fund requirements for the fourth quarter of the fiscal year 
1953 necessary to prevent extensive cancellation of contracts 
already obligated, postponement of award of contracts in the 
final stages of negotiation, and the attendant disruption of 
the research and development program and damage to con- 
tractor relations which such unbusinesslike methods inevi- 
tably entail. 


There are appended (exhibits 2-A and 2—B) analyses and comments 
on apportionments, allocations, obligations, and reservations of funds 
for the fiscal years 1957 and 1958. The practice of reserving appro- 
priated funds for carryover into succeeding fiscal years continued 
through the fiscal year 1955. However, in every fiscal year through 
1958, funds were reserved in the initial approved apportionments. 
A schedule showing the amounts of the initial reservations and their 


status at June 30 follow 8: 
{In millions] 








Initial reservation 
Fiscal year ;  rrt—itis—‘OC Status, June | Balance released 
| 30 


Date Amount 











| 

} | 

Ti nindikeaactee 4 4 : Apr. 23, 1953 $40.0 $25.0 | Fiscal year 1954. 

an a a ‘ ia |} Aug. 31, 1953 210.0 | 35.0 Fiscal year 1955, 

RUNES ce sninconans biiare : } July 26, 1954 38.9 | 8.2 | Fiscal year 1956. 

ake. Sha ake aa | Aug. 2, 1955 34.5 0 | Dee. 29, 1955. 
Aug. 1, 1956 14.3 0 Oct. 2, 1956. 


Fie ee SA a Ss. ho __----.-.---.| Aug. 30, 1957 66. ; Dec. 9, 1957. 





The research and development appropriations were to remain 
available until expended. In every year except fiscal year 1956 the 
initial reservations were imposed by OSD. In fiscal year 1956 it 
was imposed by the BOB. The necessity for reserving funds which 
are to remain available until expended is questionable inasmuch as 
administrative and budgeting controls are available to handle such 
situations. Furthermore, the importance of maintaining research 
and development operations on a constant and maximum peak of 
productivity should transcend any need to hold up or divert funds 
necessary to maintain this peak. 
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An analysis of these reservations of funds indicate that they are 
imposed not to meet contingencies, but are imposed deliberately to 
reduce research and development expenditures below the level of the 
appropriated amounts. For cae a reservation of $66 million 
was made on August 30, 1957, which included $35.5 million covering 


the 10 percent expenditure limitation imposed by the Secretary of 
Defense. 
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Exuirir 2-A 


Department of the Army schedule of apportionments, allocations, and obligations, 
fiscal year 1957 


{In millions] 

















| 
Requested by— Approved by BOB 
Date of apportionment ae |_ stake 2 | Reser- 
} vation 
Army DOD Date | Amount 
' | 
June 1, 1956. need penn $434. 4 | $417.1 | Aug. 1,19561) 2 $417.1 | $14.3 
Aug. 24, 1956_ _- Sagatteriel -| 436. 5 | 431.0 | Oct. 2, 1956 3 424. 4 | 14,2 
Aug. 28, 1956 449. 2 | 448.7 |.....d0........| $487.1 | 1.5 
Oct. 12, 1956 : sual 441.5 441.5 | Oct. 22, 1956 46 B ty ica bos 
Dec. 7, 1956... ; | 449. 5 | 449.5 | Jan. 16, 1957! 449.5 |. ss 
Feb. 14, 1957_..- ites sts ad 449.9 | 449.9 | Feb. 27, 1957 | G6 Ui... 125... 
Mar. 15, 1957... eas ag 454. 9 | 454.9 | Mar. 26, 19571) M60 Foe ah ces 
A ee oS 456. 1 456.1 | Apr. 25, 19575] SRS 7.2. 23<<5008 
aay Mh, GF: W245.-.0> 55s; DO OEB Df asicinctncds iiead ae gerade Lid 3hi5i2655cbi tgs cbGneling 
| | 





1OASC (COMPT) advised the Assistant Secretary of the Army (FM) that $25,000,000 of the amount 
available for obligation has been reserved for fiscal year 1957 programs in Ballistic Missile Committee. (See 
attached copy of memorandum dated Aug. 9, 1956.) Reservation continued by memorandums dated 
Jan. 23, 1957, and Mar. 28, 1957. 

2 OSD imposed reservation of funds. 


3 Army request for reservation was adjusted to $12,700,000 by OSD, but was increased to $14,200,000 by 
BOB. 


4 Army request for reservation was removed by OSD but was increased to $1,500,000 by BOB. 

5 The difference between the amount apportioned by BOB and the amounts requested by Army and 
DOD represents the anticipated net transfers to the account. 

¢ Returned by OSD without approval. 


The amount of $471.2 million was apportioned, and of this amount 
$437 million was obligated. 

The unobligated balance carried into the fiscal year 1958 is composed 
of the following: 


Total available allocation__ 3 oe eae a : Ses 
Less obligations _ - ; < hoor spade eee elas Saat ies a 437. 0 
Unobligated balance carried forward__._..........._-_----- 34. 2 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., August 9, 1956. 
Memorandum for the Assistant Secretary of the Army (FM). 
Subject: Obligational authority for the account, ‘Research and 
development, Army.” 

Attached is the apportionment schedule (Standard Form 131), as 
approved by the Bureau of the Budget on August 1, 1956, for the 
account, ‘‘Research and development, Army.” 

Of the total amount available for obligation (line 8), $25 million 
has been reserved for fiscal year 1957 programs in Ballistic Missile 
Committee (OSD-BMC) actions approved to this date and shall, as 
heretofore directed by the Secretary of Defense, be available only 
for the fiscal year 1957 ballistic missile programs approved by OSD- 
BMC. Obligations authorized or created for fiscal year 1957 ballistic 
missile programs shall be within the program amounts approved by 
the OSD-BMC and the amounts made available for fiscal year 1957 
ballistic missile programs approved by OSD-BMC shall not be 
allocated or allotted for any other purpose. The amount stated 
above may be changed from time to time to reflect subsequent up- 
ward or downward program actions approved by OSD-BMC. 
Amounts available for other purposes or programs shall be adjusted 
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accordingly within 20 days after date of this memorandum or of any 
subsequent memorandums which may modify these amounts. Where 
such adjustments to other programs involve a major reprograming 
action as defined in Department of Defense Instruction 7250.5, 
request for clearance of the proposed major reprograming should be 
submitted to the Assistant Secretary of Defense (Comptroller) 
within 10 days after date of this memorandum and should be made 
effective within 5 days after clearance by the Assistant Secretary of 
Defense (Comptroller). The Assistant Secretary of Defense (Comp- 
troller) will be furnished documentary evidence of compliance with 
these instructions. The following will be considered documentary 
evidence of compliance: 

(a) Notification of the accounting records established pursuant to 
seo.zon XI of DOD Directive 7200.1 to reveal the status of the limita- 
tions for purposes of determining whether violations of section 3679, 
Revised Statutes occur, and 

(6) A statement that the limitation amount has been established 
as such in accounting records. 















W. J. McNeEt. 







Exursit 2—B 
Department of the Army schedule of apportionments, allocations, and obligations, 
fiscal year 1958 


{In millions] 



































| Requested by— Approved by BOB 
Date of apportionment Be | Reserva- 
| tions 
Army DOD | Date Amount 
Z : — | 
eo ainda ont $438.0 | $412. 5 | Aug. 30, 1957 1 $376. 1 $66. 3 
EE  cndhdchdhknaeunbaecnie 411.1 | 411.1 | Sept. 20, 19572 411.1 66.3 
SPObd eR oecntdcedaconc Phas either 474.2 | 22.7 | Oct. 31, 1957 3422.7 52.7 
RU 5A I 6c re a i cniateeniieinaaiben 458.2 461.7 | Nov. 29, 19574 461.7 16.0 
Nov. 25, 1957 = EE RE Pea ; ec i ee hola Raetanndatcncanaian deat iin edie Rc cnmeas 
Dec. 6, 1957 (DOD)...........-- Stead (5) 475.5 | Dee. 9, 1957 475.5 2 
Dec. 30, 1957___- eee a2 ate 2 478.4 480.6 | Jan. 10, 1958 480.6 | 0 
Jan. 29, 1058......- See ec catcs | 481.4 | 481.4 | Feb. 7, 1958 482.0 0 
Feb. 11, 1058....-.-- eet ie | 6 502.0 502.0 | Feb. 14, 1958 | 502.0 0 
oo ea hPa dace BOGE tidus datas bo cAcks a asad ea ceoo lak |------------ 
EE oe kG kien cc (7) eee Mm 512.1 0 
BD. BPR cninicccaseseee oa 513.6 513.6 | Apr. 16, 1958 519. 5 0 
May Be sehen esac eeescece § 540.7 eee | wcccecacesceces Joweeeccwe cen leoececeeecce 





1 OSD imposed reservation of $65,000,000 and BOB increased and approved reservation of $66,300,000. 
This includes 10-percent reduction amounting to $35,500,000 imposed by the Secretary of Defense in memo- 
randum dated Aug. 17, 1957. 

2 $35,000,000 apportioned for OSD-approved Jupiter program. 

3 Army requested that reservation be adjusted to $1,200,000. 

4 Includes apportionment of $35,500,000 rescinding the 10-percent reduction imposed by the Secretary of 
Defense and previously reserved in the $66,300,000. 

5 Revised by OSD. 

¢ DOD Supplemental Appropriation Act, fiscal year 1958, $20,000,000. 

1 Initiated by BOB to reflect transfer of $10,000,000 from emergency fund, 

8 Approval of OSD and BOB was not received as of May 16, 1958. 


NorTe.—See comments at close of schedule for fiscal year 1956, 
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DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF RESEARCH AND DEVELOPMENT, 
Washington, D. C., June 3, 1958. 
Memorandum for: Mr. Mohler. 
Subject: Development of the fiscal year 1956 budget. 


The following information relative to the development of the 
fiscal year 1956 Army research and development budget is provided 
in accordance with your verbal request: 

(a) The fiscal year 1956 program directive, dated February 1954, 
published by the Army Program Advisory Committee established the 
fiscal year 1956 Army research and development planning figure at 
$360 million. 

(6) The Army Research and Development Review Board on 
March 22, 1954, established a tentative ceiling for the fiscal year 1956 
Army research and development budget of $360 million. This 
amount was broken down by budget program and by operating 
agency. The operating agency amounts became the planning figure 
for each agency. 

(c) A memorandum from the Assistant Secretary of Defense 
(R&D), dated May 11, 1954, established the following control figures 
for the fiscal year 1956 research and development budget: 


(1) Army-___-- $329, 130, 000 
(2) Materials Advisory Board 120, 000 


(3) Armed Forces special weapons project 12, 250, 000 
(4) National Security Agency 13, 500, 000 
In addition to the above control figures the letter stated, ‘‘In the event 
of changes in the research and development budget and appropriation 
structure, or accounting procedures, this office in coordination with 
the Assistant Secretary of Defense (Comptroller) will make corre- 
sponding adjustments in the planning figures upon recommendation 
of the Department or agency concerned.” 

The budget submitted to the BAC was based upon the planning 
ites of $360 million established through program channels, plus 
comparative transfers. The budget totaled $366,634,000 for the Army; 
$29,228,000 for DOD agencies; making a total of $395,862,000. This 
amount was for direct obligations. The amount requested for appro- 
priation was $392,062,000. The difference of $3,800,000 was a result 
of a carryover of fiscal year 1955 AFSWP funds. 

3. In September 1954 the Army research and development budget 
was submitted to the Secretary of Defense. The amount remained 
at $366,634,000 as submitted to the BAC, 
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4. Office, Secretary of Defense’s action on the Army research and 
development budget was as follows: 


(a) Reduction to original OSD planning figure $329, 250, 000 
(b) Reduction due to DOD directed carryover of unobligated 
balances from fiscal year 1955 — 47, 678, 000 


(c) Net NOA for the Army before comparative transfers _ _ - ~~ --- 281, 572, 000 
(d) Plus comparative transfers for installation support costs for- 

merly funded under the ‘“‘Maintenance and operations’’ ap- 

ORRIN 3 ios neta eee oa ahanadis ka Sed wae + 26, 000, 000 


Total Army NOA requested from Congress__.-._--.-------- 307, 572, 000 
Total DOD agencies NOA requested + 25, 428, 000 

Total new obligational authority requested in fiscal year 1956 
appropriation 333, 000, 000 

(h) Plus unobligated funds from prior years carried into fiscal year 
1956 as directed by OSD___- +51, 478, 000 

(7) Minus estimated unobligated balance to be carried forward 
into fiscal year 1957- — 17, 000, 000 


(3) ote irae’ GnEWAGOOR. on. SSG ss obec ees 367, 478, 000 


5. Congress approved the budget as submitted by the President. 
The amount appropriated was $333 million, the amount approved 
for direct obligation was $367,478,000. 

6. Total funds available tor the Army research and development 
program for fiscal year 1956 were $355,250,000. This amount was 
made up of the following items: 

(a) New obligational authority $307, 572, 000 
(b) Reduction in fiscal year 1955 program brought forward to 

fiscal year 1956_ _- ee ier 30, 300, 000 
(c) Reduction in Ordnance Corps prior year obligations 9, 200, 000 
(d) Prior year research and development funds held in BOB re- 

serve 8, 200, 000 


(e) Total fund availability for Army research and development 
program _____- 355, 250, 000 

7. The Bureau of the Budget held in reserve $34.5 million of the 
$355,250,000. The original fiscal year 1956 research and develop- 
ment program apportionment was $321 million. In September 1955 
the Research and Development Review Board prepared a revised 
fiscal year 1956 research and development program of $321 million. 
In October 1955 the Bureau of the Budget released $12 million of the 
$34.5 million reserve. The balance of $22.5 million was released in 
several increments between October 1955 and about March of 1956, 
these funds were released to support projects recommended by the 
Technical Capabilities Panel. These projects were generally in the 
missile field. 

8. Some of the above information was based on the memory of 
personnel who were assigned to OCRD during the development of 
the fiscal year 1956 budget and cannot be supported by documentary 
evidence. 

JOHN R. Deane, Jr., 
Colonel, GS, Chief, Programs and Budget Division. 





SECTION IV. DEPARTMENT OF THE NAVY 


As stated in section IT of this report, the Department of the Navy 
does not classify its research and development programs and projects 
by basic research, applied research, and development categories. 
Research and development funding requirements are budgeted by 
Navy bureaus, and under each bureau by activities fend items). 
The bureaus are: 


1. Office of Naval Research (ONR). 

2. Bureau of Aeronautics (BUAIR). 

3. Bureau of Ships (BUSHIPS). 

4. Bureau of Ordnance (BUORD). 

5. Bureau of Medicine (BUMED). 

6. Bureau of Yards and Docks (BUDOCKS). 

7. Bureau of Supplies and Accounts (BUSANDA). 
8. Bureau of Personnel (BUPERS). 

9. Marine Corps (MARCORPS) 


_ activities (by end items) are: 
Aircraft and related equipment. 
Guided missiles and related equipment. 
Ships and small craft and related equipment. 
Combat and support vehicles and related equipment. 
Artillery and other weapons and related equipment. 
Ammunition and related equipment. 

7. Other equipment. 

8. Military sciences. 

9. Operation and management of facilities. 

There is presented as exhibit 1—A at the end of this section a sum- 
mary showing, for the fiscal years 1948 to 1958, the total amounts 
requested by the Navy, the Office of the S Secretary of Defense, the 
Bureau of the Budget, and the President. Comments on these 
requests are contained in the following items of this section. 

There is presented in exhibit 2 a brief outline of the manner in 
which the formulation of annual programs and budgets is accom- 
plished, together with a chronological listing of the documents issued 
by the various administrative authorities at the DOD and Head- 
quarters, United States Navy levels. These documents implement 
the actions to be taken at the various times and places. This infor- 
mation affords a better understanding of the nature, scope, and rami- 
fications of the budget formulation process. It is to be noted that 
the process is initiated in the Department of the Navy from 3 to 4 
months before the guidelines were issued by the Assistant Secretary 
of Defense (R&E) 


Item 1. A definition of their terms “basic research,” “applied research,” 
“development,” and “applications engineering” as used in respond- 
9 
ing to the following enumerated items 
The definitions requested in item 1 were furnished in letter dated 
January 24, 1958, to the chairman of the committee by the Deputy 
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our Whe 
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Secretary of Defense (Donald A. Quarles) in reply to his letters of 
November 14 and 21, 1957. These definitions are contained in this 
report under section II, Office of the Secretary of Defense. 


Item 2. The amounts requested in the preparation of the annual budgets 
and of supplemental and deficiency appropriation requests at each 
level vn the Department of the Navy for fiscal years 1950 to 1958 for 
each of the categories listed in question No. 1 showing the nature of 
the projects for which the requests were made 

The appropriation ‘Research and development, Navy’’ was not 
established until the fiscal year 1955. Prior to that time research and 
development fund requirements were provided for under the several 

Navy appropriations. The information requested by the committee 

for the fiscal years 1950 to 1958 is presented as exhibit 1-B. Most of 

the information contained in the exhibit for the fiscal year #955 and 
prior fiscal years was obtained from statistical references and are not 
fully documented in the Office of Naval Research where the schedule 

was prepared. Our review was confined to the fiscal years 1955 

through 1958, for which years direct appropriations were made for 

research and development. 
A schedule showing the amounts requested by the Navy for the 
fiscal years 1955 through 1958 is presented below. 


[In millions] 





| 
| Requested by— 


Fiscal year | 
Navy bureaus'| Headquarters 
Navy 2 





$432 
466 439 
561 ($545) | 579 ($563) 
773 = (761) 558 (536) 


1 See exhibit C. 
2 See exhibit A-1. 
3 Not furnished. 


Items 3 and 4 of exhibit 3 show the amounts applicable to the Navy 
Bureaus. 

There is presented in exhibit 4 an historical summary of the actions 
taken by the Navy bureaus, Navy Headquarters, OSD, BOB, and the 
President, in the presentation of the fiscal year 1957 budget estimates. 
The amounts shown in parentheses above are after eliminating $16 
million and $22 million made available in supplemental appropriations 
for fiscal year 1957 and fiscal year 1958 respectively and, therefore, 
not included in the original budget submissions. 
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The composition of the amounts in parentheses for fiscal year 1957 
is shown below. 


Millions 

The fiscal year 1957 research and development budget guidelines issued 

Apr. 20, 1955, by the Assistant Secretary of Defense directed that the 
initial budget estimate ‘‘* * * will not exceed”__........--.-------- $388. 0 
Pima portion of ANDB authorinstinin. o606 025 6c nn ete aeeaee 1.2 
Plus transfers authorised ... . ... ..nsnincsocesckcencnauadnneaeete aoe 1.0 
TOG. gon cciccwuce sce bsaee ede edeene eee 390. 2 

The guidelines directed that the cost of operation and maintenance of 
support facilities be estimated separately -_........-..------------- 45. 4 
TOU. ono eit n skccnebe cede eee 435. 6 
Additional requirements submitted by Bureaus_____.-....-.---------- 104. 7 
Pius cost of pay ihevreited .. 2i< cc ae aS ee ee 5. 6 
SO. sc actick inion See tae cane eben Sade 545. 9 
Less adjustment of project Betting... .- =... nee ee 5 
Totel submitted by Beresus.sscn vicki sae iskewe 1545. 4 


Navy Headquarters action: 











Elimination of additional requirements-_-_.............----------- —104. 7 
Reduction in request for pay increase. -_........-...------------ —4.8 
BOtel iin o6 - ands deka dietcedenn cae ode ene ane 109. 5 
"Total muninscied to! FIORE) Ss... wos ~ os cee tks oe cae 435. 9 
Supplemental action by Headquarters Navy: markup for lamp light and 
TCP (claimed). .6o002006 wd. a. Sea So 126. 8 
Total approved DY DC). . it, cp dece Sab cee 1 562. 7 
SS 
Subsequent actions: 
DOD: 
Reduction for lamp light and TCP (classified) -............--- — 83.8 
Indirect coste aciuetmenit..o6 ac... acnesnn dahusesessaeae dane —1.9 
RO) 5.5.05 s dk leh as ee eee 85. 7 
Prenident’s budget... wes. sets inn cusiadueeiwwiasdeene aes 477. 0 
Congresioneal a008. . . 6. os cescedecc cde cet wes bueeaneeoueee —1.0 
Appropriation. . 2.8... oboe oo ed Gee eeease Ji oe eae 476. 0 


1 Amounts in parentheses. 


The same general actions take place in each year’s budget process. 
The net result of the fiscal year 1957 actions shows that the amount 
appropriated ($476 million) covers the basic amount per the OSD 
guidelines ($435.6 million) plus an additional amount approved by 
DOD and BOB ($40.4 million) for lamp light and TCP. The increase 
of $40.4 million over the ceiling set in the fiscal year 1957 budget 
guidelines was the first authorized for direct appropriation for several 
years. 

The guidelines for the fiscal year 1958 set the same ceilings as for the 
fiscal year 1957. The total amount provided in the guidelines was 
$455 million (including indirect costs, lamp light and TCP, but 
exclusive of ballistic missiles) plus $2 million for other requirements, 
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a total of $457 million. Applying the fiscal year 1957 component 
ceiling gives the following result: 
In satis 


Ooms Reema ine eo edule Ree a ee $457. 
SEP IODUENRNRDS 258s Sas eS ls te ea AB ae rede 45. 4 
411.6 
RAIS INE RRR crac wt ay hia ccmbb ase eweeene ee 40. 4 
371.2 
pnt ree see. os Se A ee ee 2.0 
PPI S23 ee Sees ae tae cemeteen saomeee ee 369. 2 


This is $19 million less than the amount provided for the fiscal year 
1957. These figures are approximations for the fiscal year 1958, but 
they support the assertions by Navy officials that the research and 
development program for fiscal year 1958 is no better, if not worse 
than it was in the fiscal year 1957, and that the set policy of continuing 
research and development activities at the same level dollarwise 
still persists. 

The initial budget estimates for the fiscal year 1958 submitted by 
the Navy bureaus totaled $751 million. (See exhibit 3.) This 
total was reduced to $666 million at Navy Headquarters and the 
program for this amount was submitted by the Navy Assistant 
Secretary for Air to the Assistant Secretary of Defense for Research 
and Development, who concurred with it. Mr. Norton and Dr. 
Furnas then discussed the program with the Assistant Secretary of 
Defense (Comptroller). Mr. McNeil pointed out that such a research 
and development total could not be considered except in its relation 
to the overall Navy budget. Subsequently, within its total budget 
ceiling target established by higher authority, the Navy was able to 
submit a research and development budget totaling only $536 million. 
This total was reduced to $505 million by direction of the Secretary 
of Defense, and was the amount appropriated. The effect of these 
reductions and further reductions as the result of directives issued 
subsequent to the appropriation of the funds are discussed under 
item 8. 

It is evident from the foregoing discussion, that any attempts by 
the Navy officials to broaden the scope of the Navy’s research and 
development activities, to include projects which these officials 
believed important enough to inaugurate without delay, were re- 
peatedly rejected at the Sec retary “of Defense level. One of the 
primary functions of the Assistant Secretary of Defense for Research 
and Development is either directly or indirectly, to furnish advice 
and guidance to the Secretary of Defense on the research and develop- 
ment effort. The situations described here show indications that the 
Assistant Secretary of Defense (R. and E.) must think and recommend 
in terms of dollars imposed by the Assistant Secretary of Defense 
(Comptroller) if his efforts are to be recognized and considered. 


Item 3. Following through for each of the items requested in item 2, a 
statement of the amounts requested by the Department of Defense 
and by the President 

As stated under item 2, the Department of the Navy did not main- 
tain its records in such a manner prior to fiscal year 1956 as to make 
possible the furnishing of the information by the categories requested 

in the committee letter of November 14, 1957. 





| 
i 
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Exhibit 1—A sets out for the fiscal years of 1951 through 1958 the 
amounts requested by the Department of Defense and the President. 
The parenthetical figures for the fiscal years of 1951-55 on the schedule 
are not fully documented. However, the fiscal years of 1956-58 are 
completely supported and documented. A schedule showing the 
amounts requested by the Department of Defense (DOD) and pre- 


sented in the President’s budget follows. 


{Amounts in millions] 














(See exhibit 1—B.) 








| | Requested 
Fiscal year Appro- Requested | by Presi- | Difference 
priation | by DOD | dent (BOB| (+) or (—) 

| approved) 

| | 

BREE. 0 dia nuisingntns chd6 cnpenbsdi_diianiatdhtene tee aenadiceamdtainnel | ($190) (Qe niccodsitwte 
Tie na nanesdstccocsiemnbddadagethantiaagnncninetniddd ida (444) | (425) —$19 
FO ia inetd <ciadcsecdd encase nbluigihdbauddeesabuntademaenade (550) (498) —52 
BE CTO 6. sheik ccc gcaediecien ie naigdbaekpeeicadoemnal a | (516) (503) | —13 
BOOS (OWT. ons 3 cccld ceaisle ddatkcntdindcencdecnedsse SCaecausdcadal (426) | (437) | +11 
eS ee ee a ee 1 $428 (389) (BEEP isccccceperd= 
re intncnchannahesndnaghnbieniaaimsemipaaiatnantiaman 432 1 439 432 —7 
DOOR a kisi alccibidabet th CL last Osta 492 | 493 MU tzttect:. 
WD ienctvanéstesbacnciinmmmenameandsaateenst 527 | 527 ,  ) a 
1The amounts requested by DOD and included in the President’s budget for the fiscal years 1951 


through 1955 do not include a provision for indirect costs. 


This accounts for the excess of the amount 


appropriated for fisca] year 1955, when the changeover occurred and for some of the increase in 1956-58. 


Another table follows similar to the foregoing showing the corre- 


sponding amounts after making comparability 


indirect costs for 1955 through 195 


8. 














adjustments for 








Requested | 
Fiscal year | Appropria-| Requested | by Presi- | Difference 
tion by DOD ident (BOB} (+) or (—) 
ere 

UT eu inc casemate lds it a ne ($190) | CR cn ncentivation 
DOR onc chest n etd dicdnahtdcids tbe isch ules ed dee we (444) | (425)) —$19 
1953 sei tcc see ee asst netted tinge aap sta deetaecatiaaia a -} (550) | (498) —52 
NORA CT VENA). dee es a nk nee ee (516) (503) | —13 
100k CEMENOWEE) win. cicncccd pith nbtnnintixngaine tc a lial (426) (437) | +11 
SID a: Avs ce cvesessicivey W/-Bataeb rains tic olenipiinedbes ca lldsied in tee Soca a atin ete $389 (389) | CR Cnaciniceanente 
NBs nus i vccnenenkdd cada ee 389 396 | 389 | —7 
DOO sitnsinsinntninndiddiniabimndieiedintnaataaimaaeamina aes 449 450 re 
DU cide sicteses dzone 2xtaddactatee eee ae 484 484 | 6 Uo 











The amount shown as ——— and requested by the President 
for the fiscal year 1958 includes a supplemental appropriation and 


request of $22 ‘million. 


The reduction of $7 million by the Bureau of 


the Budget in the fiscal year 1956 represents patent work and other 
administrative items of indirect costs which were not considered proper 
DOD concurred in the action. 
Generally the amounts requested by the Department of Defense 


charges to research and development. 


were 


approved by the BOB and included in the President’s budget. 


It should be noted, however, that representatives of the Bureau of the 
3udget collaborated with OSD officials in the determinations as to 
what was to be included in the DOD request, so that, in effect, the 


request was the result of this joint effort. 


It cannot be determined the 


extent of the influence of either group on the actions taken at the OSD 


level. 
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Item 4. A statement of any budget limitations or restrictions imposed 
by the Department of the Navy the Department of Defense, the 
Bureau of the Budget or the President in connection with the making 
or the preparation of the appropriation requests covered by item 2 


From January until April in each year various organizational units 
at Navy Headquarters, such as the Office of the Assistant Chief of 
Naval Operations (General Planning), Office of Chief of Naval Opera- 
tions, Research and Development Review Board, Chief of Naval 
Research, and the Navy Research and Development Committee 
collaborate in the dev elopment and compilation of guidelines to be 
followed in the preparation of initial budget estimates, including lists 
of programs and projects to be funded. The official guidelines are 
issued to the bureaus, usually in April of each year, by the Assistant 
Secretary of the Navy (Air). The guidelines cite the overall dollar 
ceilings within which the initial budget estimates must be contained. 
The schedules of systems and projects to be budgeted show, in code, 
the bureaus having prime cognizance, and these bureaus prepare the 
initial budget estimates. This is the first restrictive document issued, 
and limits the total dollars to be budgeted, and the systems and proj- 
ects to be covered. The guidelines for the fiscal year 1958, for ex- 
ample, imposed a ceiling of $404 million exclusive of ballistic missiles 
for the basic naval program. These annual guidelines specify that 
the limitations on dollars, systems, and projects are imposed in antici- 
arty of guidelines to be furnished by the Assistant Secretary of 

efense (R & E). 

The cuidelines issued each year by the Assistant Secretary of 
Defense (R & E) follow, to a ‘great extent, a stereotyped pattern. 
That is why the three services (Army, Navy , and Air Force) can 
anticipate their contents, and why they can prepare their budget 
estimates in advance, with little, if any, need for revision or modifi- 
cation when the OSD guidelines are received. 

The following excerpts from the annual guidelines of OSD show the 
stereotyped nature of the instructions and the resultant fixation of 
policies to continue research and development operations from year 
to year at the same or lower levels dollarwise. 


Guidelines issued by ASD/R & D 


| | 
Date issued | Fiscal | Excerpt 
| year | 


Oct. 2,1951 | 1953 


“The initial fiscal year 1953 research and development budget estimates for the 
| Army, Navy, Air Force, * * * will indicate the highest priority projects which 
would be included in the following planning figures: 
Army: $470,000,000. 
Navy: $550,000,000. 
Air Force: $580,000,000.”’ 
Apr. 7,1952 | 1954 | “It should be assumed in formulating fiscal year 1954 budgets that appropriations 
for research and development in subsequent fiseal years will not be substantially 
higher than the planning figures shown * * * below for fiscal year 1954. 
| “The initial fiscal year 1954 research and development budgets for the Army, Navy, 
Air Force * * * will not exceed the following planning figures: 
Army: $490,000,000. 
Navy: $540,000,000. 
Air Force: $580,000,000.”’ 


We were informed that due to much confusion at the start of the 
fiscal year 1955 budget cycle (January to April 1953) no guidelines 
were issued by ASD/R & E. However, in December 1953 after the 
three services had submitted their budget estimates the Assistant 
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Secretary of Defense (R & E) advised the Research and Development 
Policy Council as follows: 


Date Fiscal Excerpt 
issued | year 



















Dec. 9,1953 | 1955 













“* * * budget estimates submitted by the Departments * * * contained requests 
for new obligational authority * * * totaling approximately $1.3 billion. * * * 
such a total is incompatible with the overall objective of reducing Department of 
Defense expenditure levels * * *. It will be our objective to reduce the * * * 
direct research and development expenditure to $1.2 billion * * *. 

“Based on the assumption that the fiscal year 1955 direct research and development 
appropriations will contain the same elements of cost which were included in fiscal 
year 1954, I am recommending the following * * * new obligational authority 
for fiscal year 1955: 

Army: $328 million. 
Navy: $392 million. 
Air Force: $428 million.” 

May 11,1954 | 1956 | “** * * there will not be any _—_ expenditure controls on research and develop- 

ment in fiscal year 1956. Following are the initial fiscal year 1956 planning 
figures * * °: 

Army: $329 million. 
Navy: $389 million. 
Air Force: $429 million. 
| “The planning figures apply to the same elements of direct and support costs of 
research and development as were included in the fiscal year 1955 budget estimates 

as submitted to the Congress.”’ 

“Tt should be assumed that the research and development effort in the Department 
of Defense will continue in fiscal year 1957 and subsequent years at a level of 
—-r? of approximately $1.2 billion (fiscal year 1955 direct cost category 

aS1s) . 
“The initial research and development budget estimates for fiscal year 1957 on the 
fiscal year 1955 direct cost basis will not exceed the following: 

Army: $328 million. 

Navy: $388 million. 

Air Force: $427 million.” 
May 14,1956 | 1958 | “For planning purposes it should be assumed that the research and development 

appropriations for fiscal year 1958, exclusive of ballistic-missile requirements, will 

be approximately the same as in fiscal year 1957 and will total $1,560 million. The 
initial planning figures for fiscal year 1958 * * * exclusive of ballistic missile 
| requirements are: 

Army: $362 million. 

Navy: $456 million. 

Air Force: $570 million.” 




























Apr. 20,1955 | 1957 






















The increase in fiscal year 1958 for each service over fiscal year 1957 
totals represent indirect costs which were separately estimated in 
fiscal year 1957, and which were included in direct research and 
development appropriations for the first time in fiscal year 1956. In 
fiscal year 1956 these indirect costs were approximately $26 million, 
$42.6 million, and $139 million for the Army, Navy, and Air Force, 
respectively. 

In the first half of fiscal year 1957, when the budget estimates to be 
presented in the President’s budget for the fiscal year 1958 were being 
formulated, the budget program had to be reprogramed because of 
a decision of the Secretary of Defense to reduce the amount to be 
presented in the President’s budget from $536 million to $505 million. 
The following schedule shows the effect of this change on the allocation 


of funds to the Bureau. 
{In millions] 









to OSD gramed 








| 

Bureau Submitted Repro- Change 
| 
| 









ONR. ae Seca sith asain eae cal f $57. 118 | $54. 663 | $2. 455 
Se es ce anit 4 ens pega d na eet 172. 811 | 165. 400 7.411 
BUSHIPS...- coed aking Sainte be ae 88. 177 84. 437 3. 740 
BUORD.-. . ? Sdlxbe eee 203. 026 | 186. 27 16. 748 
BUMED..... " ei bck casdtougeannasee 4. 681 | 4. 475 . 206 
BUDOCKS...-. aie = sa scald aah calesatlaatieies 3. 413 | 3. 249 . 164 


Pete ina weaweeen aes eo - 680 . 024 


A iniicn necocck nde conn keeanc ease ae .991 - 958 . 033 
DERM Aa sae ee SN RS 4. 860 .219 


DE TINE Denececiuicsdessenemenuanp ene siareepindarennl pasawe~euee 5. 079 
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The effect of the changes on the programs and projects conducted 
by the bureaus was to— 


Millions 

DROS te AIOE OE 1D GIN ois a oe ese deh eecewine dene $5. 955 
2.: eauee LunGing Of S MAjOr POSTAMS..... - 6... incon eek cc cee cess se 14. 171 
3. Reduce funding of support activities in 7 major program areas__----- 2. 498 
4. Reduce funding in 9 lesser program areas__.........--------------- 8. 376 
ns NOD tee Lr gad) oe eee SE Abe ew cew na 31. 000 


The specific items affected are known, but because of the classified 
nature of the activities they are not included in this report. 
Item 5. A statement of the amounts appropriated by Congress pursuant 
to the requests of the President set forth in item 3 
Exhibit A-2 sets out for the fiscal years of 1951 through 1958 the 
amounts requested in the President’s budget and the amounts appro- 
priated by Congress. A schedule showing these amounts follows: 


{In millions} 








Fiscal year President’s | Appropriated 











| 

budget | by Congress 

1 ' 
a a i Na a a ee $190 | 1 $325 
an a a ee cee | 425 | 425 
Ns oes Soh aetenene totes eae inka wddutiaewalwdtaen ss aumbae aaa ; 498 | 498 

503 | P 

Ps tae as Suess senses sauna ncudound acne ile keg ae ene alee i $437 1} 4304 
ee Se deklnastctinteees ida hiss Mepuniadhs pad phen cuca aeee nee 428 | 428 
NEE nee eee eee et ae eee eee eee 432 | 432 
ne Sn palatine te RSs ee oes 493 | 492 
Pete declined hice Se acs nina tenndebeblthdiacc hase amen vole Rien venee 527 | 527 


1 The amount shown as appropriated by Congress includes a supplemental appropriation of $135,000,000. 
The Korean crisis broke out at this time, which resulted in a tremendous increase in the military require- 
ments, including research and development. 

2 Truman. 

3 Kisenhower. 

4 In fiscal year 1954 research and development was budgeted for by bureaus, not by separate research and 
development appropriations as in succeeding years. In line with the economy reaction after the suspension 
of hostilities in Korea, the Congress cut research and development support by approximately 10 percent 
($43,000,000 of which BUAER was cut $18,000,000, BUORD was cut $14,000,000, ON R was cut $10,000,000, 
and the other bureaus were cut in small amounts making up the difference). 


Another table follows similar to the foregoing showing the corre- 
sponding amounts after making comparability adjustments for in- 
direct costs from the amounts for the fiscal years 1955-58: 


{In millions] 








Fiseal year President’s | Appropriated 





budget by Congress 
1951... $190 1 $325 
19062..... 425 425 
1963... | 498 498 

P if 2 503 |) 42 
1954... \ 3 437 |f 394 
1955... | 389 389 
1956... 389 | 389 
1957... | 449 | 448 
1958... 474 474 


1 The amount shown as appropriated by Congress includes a supplemental appropriation of $135,000,000. 
The Korean crisis broke out at this time, which resulted in a tremendous increase in the military require- 
ments, including research and development. 

2? Truman. 

3 EKisenhower. 

4 In fiscal year 1954 research and development was budgeted for by bureaus, not by separate research and 
development appropriations as in succeeding years. In line with the economy reaction after the suspension 
of hostilities in Korea, the Congress cut research and development support by approximately 10 percent 
($43,000,000 of which BUAER was cut $18,000,000, BUORD was cut $14,000,000, ON R was cut $10,000,000, 
and the other bureaus were cut in small amounts making up the difference). 





a 
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Item 6. A statement of the amounts spent or obligated, showing the 
appropriation upon which such expenditure or obligation was based 
and showing to what extent the work was performed by the Govern- 
ment, by educational institutions, by nonprofit organizations other 
than educational institutions and by private contractors 

Exhibit F shows the amounts spent or obligated during the fiscal 
years 1955 through 1958 by each bureau of the Navy Department, 
under the following types of activity, and percentages by activity: 


{In millions] 


Other Gov- | Universities| 
Year | Naval ernment and non- 

















Private | Total 
activity | activity profit or- industry | 
| ganizations 
— — — pe ee eee | ane 
ee ee | $171, 825 | $9, 674 $33, 642 $180, 274 $395, 415 
Pc cccaccginnedeeindnthineddieaiaieiie 43. 4 | 2.4 8.6 45.6 100 
POS. Kkdot sindkadcnnshbnigbanbaetandae |} $216, 085 | $8, 577 | $32, 162 $238, 710 $495, 534 
PGE... occ peach beeseoetes 43.6 | 1.7 6.5 | 48.2 100 
MUDD 2. addinéhatiev scsi dtm pmeoddoiameenmiaee $261, 484 $8, 656 | $31,570 | $236,197 $537, 907 
PONE sind ce csaiacd chcecte bse ekiaerees 48. 6 | 1.6 | 5.9 | 43.9 100 
TE ox as deep eeineechavasiginareredeisisinisietaawiainieinindieialaiaiaaal | 246, 952 $6, 112 | $33, 494 $262, 373 $548, 931 
PUPONG i scxtcitisiccécbicccblddgh ees aweds 45.0 | 6.1 47.8 100 





Percentagewise the fund distribution by activity is fairly uniform 
from year to year, private industry getting most of the funds except 
in fiscal year 1957. The distribution does not indicate any trend 
toward increasing emphasis on participation by private enterprises. 


Item 7. A statement showing for each category under item 6, the percent- 
age expended for overhead and other administrative costs in the case 
of completed projects. In the case of uncompleted projects, and in 
other instances where such expenditures are not known, please siate 
the percentages authorized or allocated for overhead and other ad- 
ministrative costs 

The Department of the Navy does not maintain its records in such 
a manner that overhead and other administrative expenses can be 
readily identified. Information furnished by the Department of the 
Navy shows for the fiscal years 1956, 1957, and 1958 the amounts of 
$43 million, $44 million, and $53 million, respectively, of research and 
development funds applicable to overhead and other administrative 
costs of operation and management of facilities, about 10 percent of 
research and development funds appropriated annually. The 
amounts applicable to prior years are not given. The percentage of 
overhead and administrative cost included in the obligations to profit 
organizations, educational institutions, and other nonprofit imstitu- 
tions are not known. 

There are many organizational units within the framework of the 
Departmer it of the Navy concerned wholly or in part with research 
and development operations, the costs of whose operations are paid 
out of milits ary personnel and maintenance and operations appropria- 
tions. 

Supporting activities directly related to research and development 
programs are not included in the research and development appropria- 
tions, but are included in other appropriations which provide the 
same general type of support for all military programs. These in- 
clude milits ary construction, industrial facilities, military personnel, 
development, test and evaluation items and so forth. 
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_ The funds programed for research, development, test and evalua- 
tion, paid out of appropriations other than research and development 
appropriation in the fiscal years 1955, 1956, 1957, 1958, and 1959 are 


estimated as follows: 
{In millions] 


| 
| Fiscal year 
| 
| 








1955 | 1956 1957 _ 1st | 1958 1958 | 1959 
Activities supporting research and development- ---- | $51.0 $106. 4 $130.0 $81. 4 4 | $81.9 
Development, test, and evaluation items . n=] 198. 1 325. 9 732. 8 785. 3 “1 861.1 








There is presented in Section I, p. 92, an unpublished statement 
dated April 17, 1958, of ‘‘Activities Supporting the Research, eee 
ment, Test, and Evaluation Pr ogram in the Department of Defense, 
prepared i in the Research and Development Branch, Budget Division, 
of the Office of the Assistant Secretary of Defense (Comptroller). 
This document gives a summary of the overall costs of research and 
development activities for the fiscal years 1955 through 1959 by serv- 
ices and consolidated by the following appropriation categories 

1. Supporting ac tivities: 
(a) Military c onstruction. 
(6) Industrial facilities. 
(c) Military personnel. 
Development, test, and evaluation. 
Direct research and development activities. 

The total estimated cost of the activities in the Department of the 

Navy for the fiscal years 1955 through 1959 are: 


[In millions} 














Fiscal years 
Category l | ] 
| Prelimi- 
| 1955 | 1956 | 1957 1958 inary esti- 
| imate, 1959 
| 
Research and development. ._-...........---.-------- | $395.4 $495.5 | $537.9 $526. 7 | $751.4 
Activities supporting research and development. ---. 51.2 106. 4 | 130. 0 81.4 | 81.9 
Development, test and evaluation ae and | | 
I cricictebiainnienigkiocgnwsieteincinainapettomies 198. 1 325. 9 732. 8 785. 3 861.1 
NR bh asaentasiienieeaectdantbpenennennnnstnentisa kil | 644.7 | 927.8 | 1,400.7 | 1,303.4 | 1,604.4 





The cost of development, test, and evaluation rose rapidly from 
$198.1 million in fiscal year 1955 to an estimated $861.1 million for 
fiscal year 1959, approximately 450 percent, while direct research and 
development activities increased less than 200 percent in the same 
period. Studies made by Navy personnel within the past 2 years 
revealed that one of the major reasons for this situation is the in- 
consistency in the funding arrangements in the area of development, 
production, and testing of new weapons systems. For example, 
certain de .velopme nt and moe kup phases are budgeted for under 
research and development appropriations by one bureau, and are 
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budgeted for under procurement and production appropriations b 
another bureau. Sometimes quantities determine under which 
appropriations the items are to be funded. That is, if the quantity is 
relatively small for high-cost items, the items will be procured with 
research and development funds. If the quantity is large, the items 
will be procured with procurement and production funds. Another 
possibility is indicated also, supporting the statements made to us by 
persons familiar with research and development activities, that the 
great upsurge in procurement and production costs is due to the 
failure to cut off activities on projects which should not have been 
allowed to get into the test hardware stage. 

The closing statement in the unpublished statement cited above 
supports our opinion that there are other substantial indirect costs 
of research and development programs which cannot be readily identi- 
fied and which are not included in the estimate furnished. 


Item 8. A statement showing all directives and instructions, written or 
oral, affecting appropriations and expenditures for fiscal years 1957 
and 1958, having the effect of eliminating, suspending, stretching out, 
reactivating, or speeding up the execution of basic research, applied 
research, development, or applications engineering projects and the 
use of funds therefor 

Under item 4 of this — reference is made to the guideline 
directives issued each year by the Assistant Secretary of Defense 
(R&E), and the restrictive e effec t they had on the research and develop- 
ment effort. The Assistant Sec retary of the Navy (Air) in a restricted 
memorandum dated August 30, 1956, to the Assistant Secretary of 
Defense (R&D) emphasized that research and development in the 
Navy cannot stand still or diminish in effort level, and that the 
so-called level budget, or constant dollar budget implicit in the base 
figures prescribed in the fiscal year 1958 cuide lines represents a pro- 
gram of diminishing effort. By diminishing effort he was referring to 
steadily rising operating costs. This memorandum accompanied his 
research and development program for fiscal year 1958 which was in 
an amount greatly in excess of the base figures prescribed in the 
fiscal year 1958 ‘guidelines. The ASN/Air was uttempting (un- 
successfully) to break through this level budget dollar barrier which 
has persisted since fiscal year 1951. 

Some time prior to August 24, 1956, the Chief of Naval Operations 
was informed (informally we are told) by the Office of the Secretary 
of Defense that additional moneys would have to be provided out of 
the fiscal year 1957 research and development appropriation to fund 
their ballistic missile programm. As a result by letters dated August 
24, 1956, August 27, 1956, and October 12, 1956, the Chief of Naval 
Operations directed that the funding of 22 research and development 
projects or areas be reduced in the total amount of $15 million to 
provide for the missile program. The general results of these direc- 
tives were: 

1. Cancellation of six projects or areas in whole or in part. 
2. Reduction in level of effort on 11 projects or areas. 
3. Deferring operations indefinitely on three projects. 
4. Delaying operations 1 year on 2 projects. 


29529—58—_—138 
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On August 17, 1957, the Secretary of Defense issued a memorandum 
to the Secretaries of the Army, Navy, and Air Force notifying them 
that the support of development, test and evaluation provided from 
procurement and production appropriations must be kept to a min- 
imum so that maximum funds may be utilized for material require- 
ments of the operating forces. He directed that adjustments would 
be made to the extent necessary to reduce support requirements under 

rocurement and production appropriations by a total amount not 
bas than 10 percent of the fiscal year 1958 research and development 
appropriation for each department, and such support requirements 
will then be funded under research and development appropriations. 

He directed that revised project listing for research and development 

appropriations be submitted showing separately the items trans- 

ferred. On October 9, 1957, the Deputy Chief of Naval Operations 
issued a memorandum to the Assistant Secretary of the Navy (Air) 
enclosing a list (classified) of fiscal year 1958 procurement and pro- 
duction items recommended for cancellation, or deferral, items to be 
funded from the research and development appropriation, and items 
of service equipment to be purchased with funds so released. This 
arrangement conformed substantially with the requirements of the 

Secretary of Defense. The ultimate effect on the research and devel- 

opment effort was to suspend activities, except for necessary in-house 

maintenance and operations. No fiscal year 1958 funds were allotted, 
nor was any new work undertaken. The directive was rescinded in 

October 1957 and all reservations or other restrictions of research and 

development funds were removed. Information is being developed 

to determine the extent of the slippage and the cost. The significant 
point here is that the research and development effort did suffer, 
whether or not the initial directive was warranted. 

Other directives or instructions of the Secretary of Defense affecting 
the research and development effort are enumerated below: 

Date Nature 

May 22, 1957_ Secretary of Defense reduced overall planned obligations by $150 
million. Implementation by the Secretary of the Navy re- 
sulted in a reduction of $12 million in planned research and 
development obligations. This restriction was removed on 
June 25, 1957. This action delayed obligation of funds and 
created an unnecessary additional administrative workload. 

July 2, 1957... DOD regulation issued requiring specific approval by Secretary 
of Defense of each project or contract prior to obligation of 
funds. Sec NAV implemented this directive. On July 26, 
1957, DOD exempted part of this obligational restriction. 
Subsequently the remainder of the restrictions were removed. 
These actions increased administrative workloads and delayed 
the obligation of funds. 

Aug. 17, 1957. To insure the availability of funds to implement the 10 percent 
restriction on procurement and production funds the Bureau 
of the Budget held $58.5 million of research and development 
funds in reserve, and the Navy Comptroller reserved an addi- 
tional $50.5. 

Oct. 28, 1957__ Secretary of Defense letter of August 17, 1957, was canceled and 
the funds reserved were released. 
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Exuisit 1-B 
Question No. 3 


DEPARTMENT OF THE Navy 


Research and development appropriations 


Fiscal years 





Sake me: Fh} | 
| i a I tk end | | | 
1951 | 1952 | 1953 | | | 1955 | 1956 | 1957 | 1958 
| Truman | Eisen- | | | 
hower | 
NOA: | | 
Service request: | 
Direct _- ee hiipahithant 1 (264)| (664); (913) (567) (432)' 416 | 2499 | 3604 
IN Raise tin td tan hice cise siete 50 46 | 57 
Total. | | 466 | 545 751 
Navy request to DOD: | 
Direct. . 1 (264); 664 445 561 (498)| (427)| 389 | 2517 3 481 
Indirect ‘ a . 50 46 | 55 
Total. nat 439 563 | 536 
DOD request to BOB: | 
Direct _- ; 1 (190)| (444)! (550) (516) (426)| (389); 389 | 449 474 
ee eye 50 44 | 53 
Total atc aud cate 439 493 527 
President’s budget: 
Direct -_- = 1 (190); (425); 498 503 (437); (389); 389 449 474 
Indirect 4. _- lei 43 44 53 
Total 432 493 527 
Congressional ap propriation 
Dire ct (325 (425)! (498) (394)| (389); 389 448 474 
Indirect 4 . (39 43 44 53 
Total 428 432 492 527 
Carryover, direct 4 (2) 44 19 23 
Transfers, direct 71 (24 (9) 13 42 50 22 
Apportionments: 
Service request 396) (453) 498) (405)| 441 518 561 572 
DOD recommendation (396) | (453)! (498) (405) 441 518 554 568 
BOB final action 396)! (453); (498) (405), 441 518 554 568 
Obligations: 
Direct 381 453 443 367 356 448 492 503 
Indirect : 7 5 46 40 48 46 46 
Total 413 396 496 538 549 
Expenditures: 
Direct — 271 380 443) 431 415 402 477 527 
Indirect 4. _. ‘ 40 48 46 46 
Total ls y 455 450 523 573 


1 Excludes 1951 supplemental of 135.0. 

2 Excludes 1957 supplements : of 16.0 

3 Excludes 1958 supplemental of 22.2 

4 Indirect—Accounting adjustments. 

§ Balancing figure for comparable purposes. 


Note.—Parenthetical figures are from statistical references and are not documented in ONR. 
Exuisir 2 


DEPARTMENT OF THE NAvy—ForRMULATION OF ANNUAL PROGRAMS 
.ND BuDGETS 


The total research and development planned effort of the Depart- 
ment of the Navy for a given year is prepared and submitted in two 
separate but related documents. The first of the two documents is 
the Navy research and development program which consists of a 
consolidated listing of all planned research and development projects. 
This document is submitted to the Assistant Secretary of Defense 


(Research and Engineering) in such format and with such content 
as is prescribed by him. 
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The second of the two documents is the Navy research and develop- 
ment budget. It is a financial, rather than a technical document, 
prepared for submission through the Assistant Secretary of Defense 
(Comptroller) and the Bureau of the Budget for inclusion in the 
President’s budget to the Congress of the United States. It is pre- 
pared in a format and with content prescribed by these groups. 

The procedure for the preparation, submission, and review of these 
documents is as follows: 


GUIDELINES 


Annually, on the basis of available information, the Chief of Naval 
Operations and the Commandant of the Marine Corps as appropriate 
review the status and progress of the Navy research and development 
program toward the fulfillment of operational requirements for the 
purpose of developing guidelines for the preparation of the Navy 
research and development progiam. Concurrently, the Chief of 
Naval Research advises the Chief of Naval Operations and the Com- 
mandant of the Marine Corps on the technical aspects of the Navy 
research and development program. The proposed guidelines and 
recommendations prepared by the Chief of Naval Operations and the 
Commandant of the Marine Corps, are submitted to the Assistant 
Secretary of the Navy (Air) via (1) Chief of Naval Research for attach- 
ment of technical recommendations and (2) the Navy Research and 
Development Committee for review and recommendation. The 
consolidated guidelines as approved by the Assistant Secretary of 
the Navy (Air) issues to the bureaus, Head uarters, Marine Corps, 
and Office of Naval Research for seine in preparing their por- 
tions of the Navy research and development program. 


PROGRAM FORMULATION AND REVIEW 


On = basis of the guidelines approved by the Assistant Secretary 
of the Navy (Air), the bureaus, Headquatters, Marine Corps, and 
Office of Naval Research prepare their portions of the Navy research 
and development program as prescribed annually by separate instruc- 
tions as to format from Office of Naval Research. The individual 
programs are forwarded to the Chief of Naval Research for consolida- 
tion and summarization and for distribution to the members of the 
Navy Research and Development Committee, the Office of the Chief 
of Naval Operations and the Headquarters, Marine Cor ps, for review. 
The consolidated program is reviewed by the Chief of Naval Opera- 
tions and Commandant of the Marine Corps; concurrently, the Chief 
of Naval Research prepares technical recommendations keeping the 
Chief of Naval Operations and the Commandant of the Marine Corps 
advised. All formal recommendations resulting from the review by 
the Chief of Naval Operations, the Commandant of the Marine Corps, 
and the Chief of Naval Research, are submitted via the Navy Research 
and Development Committee to the Assistant Secretary of the Navy 
(Air) for final review and approval. 


29529—-58—_—14 
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BUDGET FORMULATION 


Under normal circumstances, the annual budget of the Navy is 
prepared concurrently with the preparation of the Navy research and 
development program and is submitted to the Comptroller of the Navy 
prior to final approval of the Navy research and development program. 
The annual budget for the appropriation ‘‘Research and development, 
Navy,” is based on the approved guidelines for the Navy research 
and development program and will reflect the dollar levels included in 
the Navy research and development program at that time. Detailed 
instructions for the pre paration and submission of the annual budget 
for the Appropriation ‘‘Research and development, Navy,’ are issued 
by the Office of the Navy Comptroller and the Office of Naval Research 
annually. 

A chronological listing of the individual steps in the program 
formulation and review follows: 
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Typical schedule for the preparation and review of the Navy research and development 
program for the fiscal years 


Date! Action 

Feb. 15.__..____. CND submits, via CNR consolidated CND-CNC proposed 
guidelines for planning of the fiscal year Navy research and 
development program to NRDC for review and recommenda- 
tion to ASN (Air). 

Mar. 1- _... ASN (Air) approves and issues official Navy guidelines for the 
fiscal year Navy research and development program. 

Mar. 3- _. CNR issues instructions to the bureaus and Headquarters, 


Marine Corps, for the preparation of the proposed fiscal 
year Navy research and development program. 

May 1_____.... Bureaus and Headquarters, Marine Corps, submit research 
and development project listing to CNR for consolidation. 

May 8-_-- ._. CNR submits consolidated project listing to the members of 

NRDC, to OPNAV, and Headquarters, Marine Corps, for 
review. 

May 14_-_-- DOD issue guidelines for research and development program 
and for preparation of fiscal years budget estimates. 

May Sto July 13. CNO and CMC conduct review of proposed fiscal year Navy 
research and development program for compliance with 
operational requirements. CNR conducts technical review 
of proposed fiscal year Navy research and development 
program keeping CNO and CMC advised. 


July 15_........ CNO, CMC, and CNR submit recommendation to NRDC. 

July 29_......_.. NRDC completes review for compliance with guidelines and 
submits recommendation for fiscal year Navy research and 
development program to ASN (Air). 

FONG. DO sis taecescatl ASN (Air) approves and promulgates the official fiscal year 
Navy research and development program. 

Aug. 2___.._._... CNR issues instructions to the bureaus and headquarters, 


Marine Corps, for the formal preparation of the approved 
fiscal year Navy research and development program together 
with special data required by ASN (Air). 


Bie. 56. «dee Bureaus and headquarters, Marine Corps, submit final project 
listing to CNR for consolidation. 
Aug. 20___..... CNR submits final consolidation research and development 


project listing to ASN (Air). 
eee ASN (Air) submits fiscal year Navy research and development 
program to ASD (R&E). 
1 a CNR forwards technical backup data to ASN (Air) for sub- 
mission to ASD (R&E). 


Sept. 2--- 


MOY: Losec wads ASD (R&E) submits recommendation on the DOD research 
and development program for fiscal year to Secretary of 
Defense. 

Jan, 1........___ CNR issues instructions for the preparation of project listings 


conforming to the amounts budgeted for research and 
development in the President’s budget. 

Jan. 10__.__..__. Bureaus and Headquarters, Marine Corps, submit project 
listings conforming to President’s budget to CNR for 
consolidation. 


June 30___...._. SECDEF issues tentative schedule for programed obligations 
for fiscal year based on Jan. 15 listings. 

July 30__- _.. CNR issues instructions for report of fiscal year Navy research 
and development obligations actually incurred and planned 
obligation of unobligated fiscal year carryover. 

Wa: 8 cae . Fiseal year project listing submitted to ASD (R&E) including 
a current fiscal year listing. 

Oct. 1.......... CNR submits report of actual obligations for fiscal year, and 


planned obligations of unobligated fiscal year carryover to 
ASN (Air) for submission to ASD (R&E). 

‘ . Based on prior fiscal year column of subsequent fiscal year 
project listings, ASD (R&E) issues official year schedule of 
programed obligations. 


Oct. 19... 


1 The calendar set forth above represents the basic time sequence for preparation and review of Navy 
research and development program and budget. 
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SECTION V. DEPARTMENT OF THE AIR FORCE 


INTRODUCTION 


The United States Air Force was established as an independent 
department under the provisions of the National Security Act of 1947. 
Prior to the passage of this act, the Air Force mission was an integral 
part of the overall Army mission. 

The first appropriations made directly for the Air Force were in 
the fiscal year 1950, including the first Air Force research and develop- 
ment appropriation. 

The Air Research and Development Command (ARDC) which 
conducts practically all research and development activities, was 
established in April 1951. Other Air Force organizations conducting 
these activities on a very minor scale are: 

Air University (AU) (established September 1946). 
Alaskan Air Command (AAC) (established prior to creation 
of Air Force). 

Within the ARDC organization are nine major research, develop- 
ment, and test centers; the Office of Scientific Research; ARDC 
European office, Brussels, Belgium; Armed Services Technical Infor- 
mation Agency (ASTTA); and the Air Force Ballistic Missile Division. 

The primary functions of the Air Force are defined in Department 
of Defense Directive No. 5100.1, ‘‘Functions of the Armed Forces 
and the Joint Chiefs of Staff’ dated March 16, 1954. These primary 
functions are carried out by 18 major commands, including the 
ARDC. 

The mission of the ARDC is to attain and maintain qualitative 
superiority in Air Force weapon systems, equipment, and material. 
The ARDC conducts or supervises scientific and technical studies 
required for the accomplishment of Air Force missions assigned to 
the various commands. ARDC seeks new basic knowledge from 
which improved aeronautical equipment, materiel, weapons, and 
techniques can be developed. It undertakes the development and 
recommends the adoption of new and improved devices and systems 
for the conduct and support of air warfare, including complete weapon 
systems, techniques, and procedures applic able to Air Force purposes. 

The ARDC conducts its programs in its own facilities and through 
contracts with industry, universities, and other organizations. Exclu- 
sive of the testing phase, the ARDC conducts the greater part of its 
research and development program through contractual arrange- 
ments. The Air Force Office of Scientific Research plans, formulates, 
and manages a basic and exploratory research program aimed at new 
scientific knowledge, the application of which may lead to significant 
new concepts of air warfare. 
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To carry out these missions or objectives, the program structure of 
ARDC is organized into three parts: 

(a) The operational program consisting of the development of— 

. Strategic air warfare weapon systems, 

. Air defense warfare weapons systems, 

Tactical air warfare weapons systems, and 

Support systems. ; s 

. Operational support comprising individual items not 
identifiable as components of weapons or support 
systems. 

(b) The technical program, which includes all research and 
development effort to increase technical capability for 
future developments to meet new or anticipated operational 
requirements. This program is divided into— __ 

1. Technical support or the development of equipments 
to assist in the advancement of the state of the art. 

2. Technical development or exploration of knowledge 
(basic research) as applied to the attainment of an 
experimentally demonstrated capability, and 

3. Basic research 

(c) The center operations program which provides for the opera- 
tion, maintenance, and management of the Air Force re- 
search, development, and test facilities. 

This program structure is provided for and explained in detail in 
Air Force Regulation No. 80-9 dated August 8, 1957. 

This introductory information is presented to enable the reader to 
understand better the findings and comments in this report pertaining 
to our review and analysis of information submitted as requested by 
the House Government Operations Committee by letters dated 
November 13 and 21, 1957, from the Committee to the Secretary of 
the Air Force. 

Our comments and findings are discussed under each of the items 
of information requested by the committee. 


— 


Or Co bo 


Item 1. A definition of the terms, ‘‘basic research,” “applied research,” 
“development,” and “applications engineering” as used in respond- 
ing to the following enumerated items 

The definitions were furnished by the Secretary of Defense on 

January 24, 1958, and, as stated in his memorandum to the chairman 

of the committee, they applied to the Army, Navy, and Air Force. 

These definitions are included in the section of this report covering 

the Office of the Secretary of Defense, and need not be repeated here. 


Item 2. The amounts requesied in the preparation of the annucl budgets 
and of supplemental and deficiency appropriation requests at each 
level is the Department of the Air Force for fiscal years 1950 through 
1958 for each of the categories listed in item 1, showing the nature 
of the projects for which the requests were made 

On December 20, 1957, the Assistant Secretary of the Air Force 
submitted a “Summary of Information” in reply to the committee 
request. In his reply, he stated: 

The Air Force cannot supply the specific information requested above inasmuch 
as requests for appropriations are categorized within the fiscal structure of the 

Air Force and the latter presents the amounts requested within the prescribed 


Department of Defense budget structure. Therefore, this is on an end item 
category basis rather than a level of effort type of program. 
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The prescribed Department of Defense budget structure includes 
the following categories or end items: 


Program 

Code No. Title 
i snesictitages ass aoa Aircraft and Related Equipment. 
eaten aeke Guided Missiles and Related Equipment. 
OOP. eissit wasuls Ammunition and Related Equipment. 
ae Other Equipment. 
os sc dus kent Military Science. 
NU ages hth SNe Operation and Maintenance. 


An example of the relationships between these fiscal categories and 
management controls for Air Force research and development are 
shown in the following schedule applicable to fiscal year 1959: 


| Budget structure 

















Management structur 670: 690: 
610: 620: 660: Other 680: Opera- 
| Aircraft | Missiles Ammuni-| equip- | Military | tion and 
} tion ment science | manage- 
| ment 
200: Gtratenic air................. sebeeel x x Ssesbadebs Rs debhon as | x aeaeced 
200: Air defense__..........-- heaton oh eadclad tee Peecaeaanet aa ce x | x a 
300: Tactical air__............-- jae, | ie.4 ee Reis 3 pty eae ‘ 
400: Support system____............------ Rees ae! Bk ie No Ss =D ok “ 
500: Operational support__-..---. Be oe ethane cacida x x | x [-nane-s 
600: Technical support ___.---- | ae itis aed epee x a tis hia 
700: Technical development - -- ----| x x x x a Rebempaide " 
800: | 
SE EEA Jcusgmaedoe tines sada he talircaphgerasaig hates ania x sie 
Center operations___..-.-. piited Aadbe naka team i aes ghee hae ae |----=-> | x 
! ' 


Source: Abstracted from the Department of the Air Force Budget Justification Book for the Appropria- 
tion, Research and Development, for Fiscal Year 1959. 


The management structure categories 100 to 500 inclusive are the 
“operational program’’ described on page 198. Categories 600 to 800 
inclusive are the “technical program” described on page 198. Cate- 
gory 690 is the ‘‘center operation program’’ described on page 198. 

A schedule showing the amounts of the Air Force requests for 
research and development programs for the fiscal years 1951 to 1958 


inclusive, follows: 
[Amounts as furnished in millions] 


' 


Fiscal year By Air By OSD Difference ! 


Force 

$348. 4 $298 $50.0 
713.9 641 73.0 
677.7 580 97.7 

25 

642.8 { com } 100.0 
611.3 483 128.0 
431.0 431 0 
627.9 628 0 
858.0 858 0 





1 The differences represent comparability adjustments for indirect and overhead costs of support facilities 
(not included in the figures supplied by OSD) which were paid froin the Air Force ‘Operation and mainte- 
nance”’ and “Procurement other than aircraft’? appropriations during the fiscal years 1951 through 1955. 
Hence the figures furnished by the Air Force give a more accurate picture of the year-to-year trend. 

3 Truman. 

3 Eisenhower. 





RESEARCH AND DEVELOPMENT 199 


Beginning with the fiscal year 1956 the amounts for indirect and 
overhead costs of support facilities were included in the Air Force 
budgets for and paid from “Research and development” appropria- 
tions. For the fiscal year 1956 Congress appropriated $570 million. 
The difference of $139 million represents indirect and overhead costs of 
support facilities which were included in the Air Force request after 
submission to OSD. 

The Air Force could not furnish, within the limits of available time, 
program structure information covering the development of the 
amounts requested for the fiscal years 1951 to 1956, inclusive. A 
schedule follows showing the amounts developed at the various Air 
Force levels, and the vaabed amounts of new obligational authority 


approved by the Assistant Secretary of Defense (R&E), for the fiscal 
years 1957 and 1958. 
[Amount in millions] 


Source of action Fiscal year | Fiscal year 
1957 1958 





Air Force Deputy Chief of Staff for Development issued calls for budget esti- 

mates to the 4 commands (ARDC, AU, AAC, and APGC) in February 

1955 and 1956 setting ceilings.......____.______-- be ee eaten $570 $610 
Assistant Secretary of Defense (R&E) issued in April or May 1955 and 1956, 

guidelines me pte amounts of new obligational authority for which the 


Bat POR I ind 55 on dc ccdesenenadarechindisencsaedehddaien- 570 | 576 
Commands submitted budget estimates in July 1955 and 1956, covering: 

(a) Estimated amounts required to do what they believed should be done. 715 1, 534 

ep. RO RPRIn NI i 6605s cmnqucns sagttecbdneqhbudintaabid incl 635 575 

Ai POG ON CUBE 8 oo ote csc cccen ns. cpeeet sooesentonase aaa 628 1 858 








1 This amount includes increments of 10 and 15 percent increase as authorized to the OSD guideline ceiling 
of $570,000,000. 


Explanations of the changes at each level follow. 


FISCAL YEAR 1957 


The ceiling ($570 million) specified in the calls for estimates by the 
Deputy Chief of Staff for Development was the amount which it 
was believed, would be approved by the Assistant Secretary of De- 
fense for Research and Development (ASD) (R&E) in his guidelines 
to be issued a few months later. 

The Assistant Secretary of Defense (R&E) issued on April 20, 1955, 
Fiscal Year 1957 Research and Development Budget Guidelines, in 
which he authorized the following: 


Amount 
(in millions 


For initial budget estimates for direct research and development costs... $427 
For estimated indirect and overhead costs of support facilities based on 
Bacal your 1960 COG: 66 ooincccnndoewenuetuaen sb aenidteuwsa ee 139 


For other acUvity saggte: © og osc. coecnawa tandem edwnsaeeeoun 4 


570 
‘The commands were permitted to submit two estimates, one ($715 
million) covering a research and development program which they 
believed should be conducted, and the other ($635 million) covering 
the directed submission. The commands were permitted to submit 
the requirements estimate of $715 million on the chance that more 
funds would be made available than the amount authorized in the 
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guidelines. A schedule showing by management structure, the com- 
position and changes in these amounts, follows: 


{In millions] 





| 























Submission 
Budget esti- Directed 
Management structure mate re- submission 
quirements To OSD OsD 

toBOB 
NNN oo gh0 ose . ccnvccoadsneanaccdeanee $39 ($17) $22 (+$63) $85 (—$12) $73 
Air defense system. .-._...-...-.- im aplanpeshecesimule 28 = =(3) 25 (+1) 26 (—2) 24 
Tactical air system_..-.-.---- abate Cana 4 (3) 1 (+83) 4 4 
Supporting system- -----_- seat 7 (4) 3 (+4) 7 (-3) 4 
Operational support--.---- 15 15 (+11) 26 (—2) 24 
Technical development 303 (48) 255 (—80) 175 (+1) 176 
Research. -- - i aces chee baths trai Sateen Gea aeaile ahaae 40 (5) 35 (—2) 33 33 
Center operations....--.-..-.-- Soannxanie aac 279 279 + (—7) 72 272 
eg ee Te eee 715 (80)| 635 (—7)| 628 (—18) 610 











The amounts in parentheses represent (1) the changes between esti- 
mated requirements and directed submission (total change $80 mil- 
lion), (2) the changes between directed submission and the amounts 
submitted to OSD (net change $7 million), and (3) changes made by 
OSD ($18 million). The reduction ($80 million) in technical develop- 
ment between the directed submission and the Air Force submission 
to OSD is offset by increases in operational program systems, par- 
ticularly the strategic air system. The purpose of this change by 
Headquarters, United States Air Force, was to make more funds cok 
able for projects under the operational program systems which funds 
had not been provided for by the commands; and since these funds 
could not be added to the Air Force budget estimate submitted to 
OSD, the technical development program was reduced accordingly. 

The increase in the command submissions ($635 million) over the 
approved ceiling ($570 million) represents estimated increased cost 
($65 million) of operation and maintenance of support facilities. 

A comparison of amounts authorized in the ASD/R&E guidelines 
and the corresponding amounts presented by OSD to BOB follows: 














Classification | ASD/R&E | President’s | Difference 
guidelines | budget 
ee ———_——_—— - — Dentin — 
| 
For research and development contractual program--_-_..-.-----| $334 | $334 | 0 
For other OSD directed activity support--- | 4 | 4 | 0 
For operation and management of research and development | a . 
and test centers... -- chit pbseh en kieumanaseedimatet 232 | 272 | +$40 
— neal er 
WO tientnbkiceidonecokinteaaabemwnakenindcunne | 570 | 610 | 40 
| 


| 





The amount specified in the ASD/R&E guidelines for direct pro- 
gram operations ($427 million) includes both the cost of research and 
development under contract ($334 million) and the direct support 
costs of research and development ($93 million). This latter amount 
is included under the $232 million shown above for operations and 
management of research and development and test centers. 


FISCAL YEAR 1958 


The ceiling ($610 million) specified in the calls for estimates by the 
Deputy Chief of Staff for Development was the amount which, it was 
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believed, would be approved by the Assistant Secretary of Defense 
(R&E) in his guidelines to be issued a few months later. 

The Assistant Secretary of Defense (R&E), issued on May 14, 1956, 
“Guidelines for Planning the Fiscal Year 1958 Research and Develop- 
ment Program,” in which he authorized the following: 


Amount in 

millions 
For initial budget estimates for direct research and development costs_... $570 
For other OSD directed activity support... ......................-... 5 
6 ey! ae ee ee 575 


The commands were permitted to submit 2 estimates, one ($1,534 
million) covering a research and development program, which they 
believed should be conducted; and the other ($575 million) program 
covering the directed submission excluding ballistic missiles. A 
schedule showing, by management structure, the composition and 
changes in these amounts follows: 


Command budget estimates 


{In millions] 








| Directed submission Submission 
== ae Se ae) ae 
Recommended | 
Managemeiut structure | level Not in- Including | 
cluding ballistic Air Force, OSD to 
| ballistic | missiles toOSD | BOB 
| missiles 
| i 
‘ oe oa 
Strategic air system --- $348 ($264) $84 $84 (+$3. 5) $135 $87. 5 
Air defense system / — 106 ( 103) 3 | 2 ( +2.0) 40 | 30.0 
Tactical air system -_- 5 adil 25 ( 24) 1 | 9 ( —7.5) 16 | 1.5 
RNR ios. osc se ks 125 ( 113)| 12 | 5 (+17.0) 39 | 22.0 
Goeratnnmer support. ....5...<22...cs-s«5 | 31 ( 7)} 24 22 ( —7.0) 26 | 15.0 
Tech development... -_................... 403 ( 270) 133 | 133 (+23.0)! 174 | 156.0 
IONS os deena ces ccaginwed nano 49 ( 15) 34 32 ( —6.0) 40 26. 0 
Center operations. .-.....--- sakateRabaaid 447 ( 163)| 284; 341 (—18.0)} 388 | 323. 0 
iin aie docuaencestosws _....-| 1,534 ( 959)| 575 | 654 ( +7.0) 858 | 661.0 
| | 





The amounts in parentheses represent (1) the changes between 
estimated requirements and the directed submission (total change 
$959 million), and (2) the changes between the directed submission 
and the amounts submitted by OSD to BOB (net change $7 million). 
The directed submission ($575 million) did not provide for ballistic 
missiles. The ASD/R&E in his guidelines provided that the initial 
budget estimate amount could be increased by an amount authorized 
by the Special Assistant to the Secretary of Defense for Ballistic 
Missiles for research and development on ballistic missiles. The Air 
Force submitted the amount of $83 million for ballistic missiles. The 
guidelines also provided for the submission of 10 and 15 percent incre- 
ments, which would include projects of lesser priority than those in- 
cluded in the $575 million. Pursuant to this authority the Air Force 
submitted a request totaling $858 million. Therefore, the ballistic 
missile total of $83 million, the 2 increments of lesser priority projects 
of $143 million and accounting and other adjustments of $57 million 
account for the net change of $283 million between the total directed 
submission (not including ballistic missiles) and the Air Force sub- 
mission to OSD. 
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The following schedule shows for fiscal year 1958 the application of 
the amount requested for ballistic missiles research and development 
to the operational and technical program systems and to the center 
operations. It shows also, for comparison, the corresponding amounts 
as presented in the President’s budget. 


[In millions] 





























| | 
Directed | Request in- | President's 
Title | submission | Difference [cluding ballis-! budget 
| tic missiles | 
Systems: | 
CO ee en $84 | 0 $84 $88 
edn b ike dpknennansennnwas 3 $25 28 30 
EE Ov checltd didnt becdnanavsidanvned 1 | 8 9 ] 
I Ec niacin tetell 12 (-—7) 5 22 
Operational support... . ......-<00<5<--0052 24 (—2) 22 15 
ES. s0bknckcdsuntcnasabbbanaeoagouts 124 24 148 156 
Technical: a ey ji —— ~ P 
re ck ee aineed ne mempinseaeenin 0 | 0 0 | 0 
NG So, caccncacedneicnncsenaadesncen 133 0 133 | 156 
Siete acces inciresngssalemmanaiene aadia 34 (—2)| 32 | 26 
I iiiiiinisinnndiducnnencsiiaatnin 167 (—2) 165 | 182 
Operation and management..........-..-.----- 284 57 341 323 
siti nitiibniinmenincbtbunesecketaetan oa 875° a 79 654 one "661 





The increase in the amount approved by OSD for the fiscal year 1958 
over the amount approved for the fiscal year 1957 ($51 million) repre- 
sents an increase in estimated center operation and management costs. 

The ASD/R&E guidelines for the fiscal vear 1958 authorized an 
initial budget estimate in the amount of $570 million exclusive of an 
amount for ballistic missiles. This amount was commensurate with 
the amount provided in fiscal year 1957. A comparison of this 
authorized amount with the corresponding amount included in the 
President’s budget for fiscal year 1958 shows: 


{In millions] 





| | 
Classification | ASD/R& E | Ballistic | Total | President’s | Difference 
| — line missiles budget | 


For research and development contractual | 








al a $334 | $39 | $373 | $333 | —$40 
For operation and management of research | | 
and development and test centers-_- -- 236 | 40 276 | 323 | +47 
For other OSD directed activity support Dee wadeey 5 | 5 | 0 
iid pekttan ceed tn nslbnlaiduepiiaiasadsniiie 575 | 79 654 661 | 7 
I 


It has been the practice of the Office of the Secretary of Defense 
to maintain a relatively constant dollar level for direct research and 
development. The guidelines issued each year by the ASD/R&E 
carried out this practice. As a result of this practice, the Air Force 
was able to allocate for contractual research and development for the 
fiscal years 1957 and 1958, $334 and $333 million respectively. The 
difference between the appropriated funds and the funds allocated 
for contractual research and development in these 2 years covered 
increased operation and management costs of support facilities and 
ballistic missile costs. Command officials submitted budget esti- 
mates for the research and development contractual program for 
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these 2 fiscal years totaling $436 million and $1,087 million, respec- 
tively If these requested amounts are justified, then it is clear that 
the research and development program is being seriously hampered 
because of this established practice. 

The only supplemental appropriations made by the Congress for 
research and development were $115 million in fiscal year 1951 and 
$30 million in fiscal year 1958. The supplemental in fiscal year 1958 
was to cover the cost of a ballistic missile project transferred from 
the Army for which funds had not been provided by the Army. It 
is significant that the supplemental appropriations were made coin- 
cident with the Korean war and the launching of the Russian sputnik. 


Item 3. Following through for each of the items requested in item 2, a 
statement of the amounts requested by the Department of Defense 
and by the President. 

A schedule of the amounts requested by the Department of De- 
fense and by the President for Air Force research and development 
operations for the fiscal years 1951 to 1958, inclusive, follows: 








[In millions} 
Amounts requested by— 
nee ____| Request by 
Fiscal year Air Force 
Department | President 
of Defense 
Wk ic bccdarovedideiicdnssaniatnebabina eae nenen $298 $298 1 $348 
i iibiatcstnns6sch endachensieoidh'aestbbasirsesaete hemscaepineittntnuichintiaalaaaaaamee aaa ae 425 425 ‘714 
Wh cnoccccnhvisidbbichthdiadpdasbabcsbehbideiinmbdd eile : = : = 1 678 
7 7 
1964... ----------- 220-20 nn one enn nnn nn ee nn nen ee nen en ene enee { 3475 8475 } 643 
Ti h-ksiuicnideinaieditiies toad Gtatanienviccdteininaditestbininmieaaastaiededtepabiiaidadinidl ahead 431 431 1611 
Diiitencitnbenddinandttaibatnannipeaadin odds dtm ita, 570 570 570 
i ic cciesiatinyies citithcnitildielbaibandtancDi a eicectpned dotting tana Mica 610 610 628 
Wis cctndtiiGcidnnnabedinliahi nesontedcintintewaniennincalaaeaadaba be call 661 661 858 


1 The amounts indicated as requested by the Air Force for fiscal year 1951 through fiscal year 1955 include 
comparability adjustments from other Air Force appropriations. 

2 Truman budget. 

3 Eisenhower budget. 


Another table follows similar to the foregoing showing the corre- 
sponding amounts after making the comparability adjustments for 
indirect costs for the fiscal years 1951 through 1958. 


{In millions] 


Amounts requested by— 
Request by 





| 
' 
Fiscal year | Air Force 

Department | President | 
of Defense | 

$208 | $298 | $298 

425 425 | 641 

525 525 580 
1 §37 1 §37 | 

2475 2475 |} O68 

431 | 431 | 483 

3 431 | 3431 | 2431 

3 471 | 3 471 | 8 489 

3 §22 | 8 §22 | $719 





1 Truman budget. 

2 Eisenhower budget. 

3’ The amounts requested for 1956-58 are reduced by $139,000,000, representing account adjustments for 
indirect costs to make the amount for these fiscal years comparable with the amounts for prior years. 


29529—58——15 
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The amount requested by the Department of Defense was the same 
each year as the amount requested by the President. The amounts 
requested by the Department of Defense were based, however, on 
joint reviews of OSD and the Bureau of the Budget of budget requests 
submitted by the Air Force. We cannot determine the degree of 
influence exerted by either office in changing or modifying the Air 
Force submissions. The extent of the changes made is apparent by 
comparison in the foregoing schedule of the DOD and President's 
requests with the amounts requested by the Air Force. The cutbacks 
in all but the fiscal years 1951 and 1956 were substantial. These 
cutbacks are more significant when it is realized that the amounts 
reduced were OSD directed ceiling submissions and not Air Force 
requirements. In the fiscal year 1956 the Air Force was directed to 
submit a budget request in the same amount as was approved by 
OSD and the BOB for the prior fiscal year ($431 million for direct 
research and development program, plus $139 million for indirect 
research and development support). 

Explanations for the increases in the amounts approved for the 
fiscal years 1957 and 1958 are contained in the discussions under 
item 2. 

An analysis of the amounts approved for the fiscal years 1955 
through 1958 accentuates the fixed practice of OSD and BOB of 
maintaining direct research and development programs at a fixed 
funding level except for unusual situations, such as increased emphasis 
on ballistic missiles, wherein additional funds had to be provided. 

The following schedule makes this situation more apparent. 


| 
| 











Indirect | 
Fiscal year | ASD/R&E | research and Total Air Force OSD and 
guidelines | development | request | BOBrequest 
costs | 
sites pe cones ladcen date $431 | $139 | $570 | $611 $431 
__ eee cami cea 429 | 139 | 568 | 570 | 570 
I tale basins cochehvescd shaw acgasied eaten da : 427 | 139 | 566 | 628 | 610 


eras eases cath Sinclar isc 1 570 0 570 | 858 661 


1 Includes $139 million for operation and maintenance of support facilities. 


For fiscal years 1955 through 1958 the amounts requested by OSD 
and the President were appropriated. The amount for indirect 
research and development support in the fiscal year 1955 was included 
in the “Operation and maintenance” and “Procurement other than 
aircraft’? appropriations, and is included here to put the fiscal year 
1955 amounts on a basis comparable with the other fiscal years. The 
amounts approved in the ASD/R&E guidelines for the fiscal years 
1956 and 1957 did not srovide for indirect operation and maintenance 
cost of facilities. These indirect costs were to be in addition to these 
amounts. The amount approved for the fiscal year 1958 included a 
provision for indirect costs. The areas in which the cutbacks were 
made in the fiscal year 1955 are not known, but the amounts requested 
by OSD and BOB are comparable to the amounts provided in the 
guidelines for this year. The increase in the amount requested by 
OSD and BOB for the fiscal year 1957 represents an estimated increase 
in operation and maintenance costs of facilities. For the fiscal year 
1958 the increase is a combination of increased facilities operation and 
maintenance costs and a stepped-up ballistic missile program. See 
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the discussion under item 2 for further details covering these last 2 
fiscal years. 

The following schedule shows the changes made in the formal 
submissions of the Air Force in the Office of the Secretary of Defense. 
The reasons for the reductions made by the ASD/R&E are explained 
under item 2. The increases by the ASD/Comptroller represent 
amounts provided in the ASD/R&E guidelines for work to be per- 


formed for other agencies. 
{In millions] 


Fiscal year amount 


Title 
| 1957 1958 
Panel cubbetietian: Oe Dit FOG inn chosen nnnidebesetidbieskbonceeheeennah $628 $858 
pe ae Dg See ee ee | 605 655 
eee eee eee ene ee eee ee 610 661 
NE TE SII 55.0 d aa hie xc conn boneeetaeeenne nan adnan aatiegiaae 610 661 
President’s budget_..........----- ee is ttle Superbad ies einai 610 661 





Item 4. A statement of any budget limitations or restrictions imposed by 
the Department of the Air Force, the Department of Defense, the 
Bureau of the Budget or the President in connection with the making 
or the preparation of the appropriation requests covered by item 2 

The scope of direct research and development program operations 

by the Army, Navy, and Air Force is limited by dollar ceilings im- 

posed annually by the Assistant Secretary of Defense for Research 

and Engineering (ASD/R&E) with the concurrence of the Assistant 

Secretary of Defense (Comptroller), and the approval of the Secre- 

tary of Defense. These ceilings are contained in guidelines for the 

formulation of budget estimates, issued by the ASD/R&E. A 

schedule follows showing for the fiscal years 1953 to 1958 inclusive 

the dates these guidelines were issued to each service, the fiscal year 
covered, and the dollar ceiling imposed for the Air Force. 


{In millions] 








| | 
Date of issue Fiscal | Ceiling Facilities Total 

year | | costs indirect 

| 

| 
CG Di WU aiciiccncccnaswencbtilinicsdteandpenlliaa | 1953 | $580 $98 | $678 
A pril 1952 sic cio i Saaeliceg ea daihesativy aeie Gate eign ee 1954 580 | 100 680 
Dec. 9, 1953_ - - veeatkcnnehedline- deatonGaaael 1955 431 | 129 560 
May 11, 1954 higtskstehhincs dato ake 429 | 139 568 
Apr. 20, 1955_..--- diesel sone eee saan wn } 1957 | 427 | 139 566 
May 4, 1956 naveccccneeccncecesenseccncenenswas| 1000 | RE seasack ant Sadek 570 





Inehades $139 million for indirect costs. 


These annual amounts cover the direct costs of research and develop- 
ment conducted under contracts and at research and development and 
test centers. Until the fiscal year 1956 the indirect or overhead cost 
of operation and maintenance of these facilities was paid from the 
appropriations ‘Operation and maintenance” and “Procurement other 
than aircraft.”” Beginning with the fiscal year 1956 these indirect 
costs, at the suggestion of the House Subcommittee on Appropriations, 
were budgeted for and included in the amounts appropriated for 
“Research and development.” 
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The foregoing schedule shows that with or without the inclusion of 
= costs the dollar ceiling remained the same for the last 4 years 
shown. 

The reduction of $149 million in the ceiling for the fiscal year 1955 
from the preceding fiscal year ceiling was the result of economy meas- 
= instituted by the President upon the cessation of hostilities in 

orea. 

The extent of the influence of the Bureau of the Budget and the 
President on the decisions made in the Office of the Secretary of De- 
fense is discussed in section II of this report, which covers our review 
of research and development budget activities in that Office. 

No limitations or restrictions were imposed by the Air Force other 
than the issuance of instructions for the formulation of budget esti- 
mates in conformity with the ASD/R&E guidelines. These instruc- 
tions are issued before the ASD/R&E guidelines are received to save 
time. This procedure is feasible since the guidelines follow the same 
pattern from year to year. 


Item 5. A statement of the amounts appropriated by Congress pursuant 
to the requests by the President set forth in item 3 


The amounts appropriated for research and development and the 
amounts requested by the President for the fiscal years 1951 to 1958 
inclusive, are presented in the followmg schedule. 


[Amount in millions] 





Fiscal year President’s Appro- 
budget priated 
I diciced Ti osm a fase tedden ales schtick ag ile 
a at hac Bk ethan rich atic oan s~ otk ieee denies 425 
1053... 525 
a cs aera lair 440 
NG Rds Kabawnaddnesenen 418 
a cI apart nian 570 
1957_- 710 
1958. . 661 





Another table follows similar to the foregoing showing the corre- 
sponding amounts after making a comparability adjustment for indi- 
rect costs for the fiscal years 1956, 1957, and 1958. 


[Amount in millions} 








Fiscal year President’s Appro- 
budget priated 
is Kcr doar ; SR ee rer ee pr $298 $298 
i veines shh atiotics e svineicaeece eases 425 425 
ic cabanas ce saailic ican : eae we ‘ ee 525 525 
CR its cndawetnincn keen a sith iochhatiiiagh nuioun ‘ 475 440 
a — aedaale ‘ dacena tts ‘ 431 418 
aaa ae we : aia icine aie thidrioinn teeta 1 431 1431 
RE : 1 471 ! 671 
Ps boscowt< 


| 1 §22 522 


1 Excludes $139 million for indirect costs. 


The Congress reduced the amounts requested by the President for 
the fiscal years 1954 and 1955 in conjunction with a governmentwide 
economy drive following the cessation of hostilities in Korea. 
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No specific purpose other than to expedite the Air Force program 
was deanna by the Congress for which the additional $100 million 
appropriated for the fiscal year 1957 was to be used. None of the 
$100 million was made available until the second half of the fiscal 
year. In January 1957, $80 million was apportioned. The remain- 
ing $20 million was held in reserve until the next fiscal year. Under 
item 2 of this report, we stated that the Air Force Commands sub- 
mitted a proposed program totaling $715 million which subsequently 
in the budget process was reduced to $610 million in the President’s 
budget. The effect of the increase of $100 million was to restore 
almost entirely the original program plan. The result was that, 
inasmuch as the appropriation was passed on July 2, 1956, the Air 
Force was able to sata on its annual program at the original 
proposed level, and no delays were experienced because the extra 
$100 million was not made available in the first 6 months of the 
fiscal year. 


Item 6. A statement of the amounts spent or obligated showing the 
appropriation upon which such expenditure or obligation was based 
and showing whether or to what extent the work was performed by 
the Government, by educational institutions, by nonprofit organi- 
zations, other than educational institutions, and by private contractors 


A schedule follows showing, for the fiscal years 1955 through 1958, 
the estimated amounts of obligations applicable to work performed or 
services and material procured: 

(a) Under industrial contracts. 

(6) By educational and nonprofit institutions. 
(c) Center operations and management. 

(d) By other Government agencies. 


Obligations 


{In millions] 
|Fiscal year 1955|Fiscal year 1956| Fiscal year 1957) F cal year 1968} ‘Total 
| 


Work performed by— | 
—_ 


| 


Amount! Pr |amount| P&- |aAmount| Pe: 


er- t Per- 
cent | cent cent 


P 
| cent |Amount) pont 














| 
Industrial contractors. -.- $346 59 $311 53 $340 | $320 ty 53 
Educational and non- | 
» profit institutions. -__-_- 58 10 64 ll 60 9 70 10 10 
Military services.....--- 166 | 28 192 | 33 254| 38 249| 37 34 
ther Government | 
agencies.............-- | 19| 3 2| 3 17| 3] a7} 4 3 
WOM < ctacdsck | 589 | 100 587 | 100 671 | 100 | 666 | 100 100 








The information in the schedule was compiled from documents 
supporting the President’s budget requests. The amounts are based 
on financial data available at the time the budget information was 
compiled. The schedule shows that for the 4-year period an average of 
43 percent of the obligations applied to center operations and manage- 
ment, an average of 44 percent to industrial contracts, and an average 
of 13 percent to all others. While this shows that an average of 57 

ercent of the obligations apply to work performed outside the 
Fipvemasest-<penaaill facilities, the percentage of obligations appli- 
cable to Government-operated facilities is increasing with correspond- 
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ing percentage decreases in the other combined areas. The following 
table shows this trend. 


Percent 


Area 
Fiscal year | Fiscal year 
1955 1958 


Center operations and management. -............-...-.......-------.-..--.- 33 45 
I: = is sna sn bbhbhinbankdbnbiglaaneeunanaphennh cman dededaicen 54 38 
ich ceibectes dabdcds pannchasinee beth weedeat SrbauGihinebaeuaciel 13 14 

DR ntensary= ntusnndasapginwcnscdine bes neem Gaeeweree tae eapaagne mice 100 100 


We were informed that this trend was due to the fact that the funds 
available for research and development have not increased in the 
same proportion as the increase in center operation and management 
costs, therefore necessitating the shifting of funds from contractual 
research and development to the operation and management area. 


Item 7. A statement showing for each category under item 6, the percentage 
expended for overhead and other administrative costs in the case of 
completed projects. In the case of uncompleted projects and in 
other instances where such expenditures are not known, please state 
the percentage authorized or allocated for overhead and other ad- 
ministrative costs 

The Assistant Secretary of the Air Force for Financial Management, 
in his reply dated December 20, 1957, to the request of the chairman, 

House Committee on Government Operations, stated that: 


* * * the Air Force does not apply its overhead and other 
administrative costs to specific technical projects. The 
overhead and administrative costs of research and develop- 
ment are contained in budget program 690 (operation and 
management of Air Force installations), which outlines the 
complete overhead and administrative costs for the entire 
‘Research and development” appropriation. No attempt is 
made in the management of the research and development 
program to apportion these funds back to the specific techni- 
cal projects, and it would be impossible to relate these costs 
as requested. 


Until the fiscal year 1956 the indirect costs of operating and manag- 
ing these Air Force facilities, where research and development and test 
activities were conducted, were paid from appropriations other than 
the “Research and development” appropriation. Beginning with the 
fiscal year 1956 these costs were budgeted for and paid from the 
“Research and development” appropriation. The budget program 
690 until fiscal year 1956 contained only direct research and develop- 
ment operating costs. Beginning with the fiscal year 1956 it con- 
tained both direct and indirect costs. Statistics furnished by the 
Assistant Secretary in his reply contains the following information: 

Indirect costs paid from appropriations other than the research and 
development appropriations for the fiscal years: 


Millions 
EE acc mags once pean lee Sees ee eS ee eee 6 oO a hocins «oes $50. 8 
De fone ral? LE le ae ep te tk. oa ease ee Seta eee aoa ee ad 73. 0 
Peete ose) LIS. Le OL. Bh Pe O28, Je ea EE 2 Oe 97.7 
a ii ics nil in eh hain ink it i sis Sn le I se ee ee eee 100. 0 








eS —S ee SSS ie 
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Indirect costs budgeted for and included in the ‘Research and 
development”’ appropriation for the fiscal year 1956, $139,000,000. 

For the fiscal years 1957 and 1958, the amounts requested in the 
President’s budget for budget program 690 were $272 million and 
$323 million, respectively. Included in these amounts are indirect 
costs in excess of the $139 million provided for the fiscal year 1956. 
The Air Force budget has not segregated the direct from the indirect 
costs for these last 2 fiscal years. 

No information is available covering overhead and other adminis- 
trative costs in the case of projects under contracts with industry, 
educational, and nonprofit institutions. 

Funds appropriated for research and development operations in- 
cluding overhead and administrative costs do not encompass all costs 
applicable to the research and development effort. They do not 
include: 

1. Supporting activities directly related to the research and develop- 
ment effort such as: 

(a) Military construction. 
(6) Industrial facilities. 
(c) Military personnel. 

2. Items under development, test, and evaluation paid from pro- 
curement and production funds. 

These other costs are identifiable under the appropriations from 
which they are paid. 

In addition there are activities in the Office of the Secretary of 
Defense and the Air Force which provide significant support to the 
research and development programs the cost of which support cannot 
be readily identified. These activities include, but are not limited to: 

1. Departmental administrative costs. 

2. Operating and maintenance of aircraft and troop units used 
in conducting tests. 

3. Pay and allowances of military personnel attached to units 
conducting tests. 

4. Modification or changeover costs. 

5. Costs of operational and training units connected with the 
phasing in or out of weapons. 

6. Overhead allowance or percentage of cost under contracts 
for procurement of standardized items. 

A schedule taken from an unpublished report dated April 17, 1958, 
compiled by the Research and Development Branch of the Budget 
Division, Office of the Assistant Secretary of Defense (Comptroller), 
showing the estimated amounts of the identifiable Air Force costs 
for the fiscal year 1955 through 1959 follows: 


[Amounts in millions] 





Fiscal years 
Category 


Research and development 
ceppemns activities: 








filitary construction iii adeth ntenaedleniatataonaae 109.3 98.5 208. 6 115.7 133.8 
Industrial facilities __- aisonedbvikiedacmumeewen 45.2 88.1 98. 1 55.0 54.6 
Military personnel allan ; rere 100. 8 103. 8 113.3 109.3 109.0 

Development, test, and evaluation (procurement 
Cg | ee eee salt ----| 1,419.9 1, 256. 0 1, 518.1 1, 582.0 1, 389. 5 
TE ink ian ssdiaaeniiimaiaj eta tebeinnths intimal 2, 263. 1 | 2,186.4 | 2,624.2) 2,554.3 2,414.9 
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The research and development appropriations comprise approxi- 
mately one-quarter of the total fundsin each year. The same situation 
exists in the Air Force and for the same general reasons as are discussed 
under item 7 in the Navy section of this report, with respect to the 
lines of demarcation that determine when research and development 
costs are to be paid from research and development appropriations, and 
when they will be paid from procurement and production appropria- 
tions. 


Item 8. A statement showing all directives and instructions, written and 
oral, affecting appropriations and expenditures for fiscal years 1957 
and 1958, having the effect of eliminating, suspending, stretching out, 
reactivating or speeding up the execution of basic research, applied 
research, development or applications engineering projects and the 
use of funds therefor 

The Assistant Secretary of the Air Force for Financial Management 
in his reply dated December 20, 1957, to the request of the chairman, 

House Committee on Government Operations, cites three memo- 

randums of instructions issued by the Office of the Secretary of 

Defense which had the effect of suspending, stretching out, and 

eliminating research and development activities in the fiscal year 1958. 

The first memorandum, dated June 28, 1957, directed that— 


no actions be taken to increase the scope of programs, 
undertake new programs or new increments of present pro- 
grams unless the use of funds for such purposes had been 
specifically approved by OSD. 


The second memorandum issued August 13, 1957, placed an overall 
expenditure ceiling of $17.9 billion on the Air Force. This limit was 
raised to $18.3 on October 28, 1957, and remained at that level for 
the rest of the year. 

The third memorandum issued August 17, 1957, directed a revision 
in the planned program for funding under the research and develop- 
ment appropriation to the extent necessary to reduce support require- 
ments under the procurement and production appropriation by a total 
amount of not less than 10 percent of the fiscal year 1958 research 
and development appropriation. These requirements were to be 
funded under the research and development appropriation. This 
directive was rescinded on October 28, 1957. 

In its reply to the committee, the Air Force has not indicated the 
effect of each directive on the research and development program. It 
cites the cumulative effect as follows: 

1. Effort contracts were reduced in an amount of 5 percent, and 
2. The entire research and development program, of necessity, 
was restricted in order to operate within the expenditure target. 

The relationship between the expenditure ceiling ($18.3 billion) 
imposed by the August 13, 1957, memorandum and appropriated 
funds is shown in the following comparison. 
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June 80, 1957 
{In billions} 
Unliqui- Unobli- Unex- New obli- | Total ex- = 
Appropriations dated obli-| gated bal- nded gational | pend avail- 
gation ance ance authority ability 
Research and development. .- $0.4 $0.1 $0.5 $0.7 $1.2 7 
BE CRS sad Sj ceictouincstinis 12.0 5.4 17.2 17.0 34.4 17.7 
We itidtsnnenteemadad 12.4 5.5 17.7 17.7 35.6 18.4 


The June 30, 1957, information was compiled from the certified 
report of the Air Force prepared as required under the provisions 
of section 1311, Public Law 663, dated August 1954. 

The net effect of the expenditure ceiling was to slow the rate of 
obligations during the first 6 months of the fiscal year and the termin- 
ation of 254 contracts in September and October of 1957. Only 79 
of these contracts had been reinstated as of May 9, 1958, the date 
the list was furnished. At the present time, we are developing addi- 
tional information on these contracts which will be covered in a sup- 
plemental report. 

A schedule showing apportionment status of research and develop- 
ment funds at the beginning and end of the fiscal years 1953 through 


1958 follows: 
{In millions] 


Beginning of fiscal year End of ao year reserved 
y— 





reserved by— 
Fiscal year 
OosD BOB OsD BOB 
ink 566d i oived ces suncntinstadd tele en deed 0 Oe isiss-hbbidod $9 
ee Rindnciitnunecescncocesstcdscekéacdbasddigetalsbladanerael 4) > ain aaa 49 
Wee cid ddcautioemssgeaviccssitebububidedensbbncaaipudepsseetk Pe Meh cewedbedsec’ 23 
1956. It ditinivg dp nrninbmen 0 
Se ctckbbenstnudtninndunhsknnne aeeneoeaaeeeee $51 100 1 $49 20 
a ee LIS a ee Pe hcicnanetanweas 710 


1 Apportioned to Air Force but earmarked for support of ballistic missile program. 
1 As of May 6, 1958, fiscal year not yet over. 


The initial apportionment request for the fiscal year 1953 showed 
the amounts requested by quarters, and the Bureau of the Budget 
approved the request on the basis of the quarterly apportionments. 
The Air Force, therefore, was limited in each quarter to the allocation 
of funds shown as apportioned for each quarter. This had the effect 
of reserving the availability of funds throughout the year. This 
method of apportionment was not suitable to the funding requirements 
for the research and development program. In subsequent years, 
therefore, the policy was changed to apportion all available funds, 
without regard to quarters, in the initial apportionment request. The 
schedule shows, however, that the Bureau of the Budget still reserved 
substantial amounts in the initial requests, and that in some cases, 


part of these reserves were carried forward into the succeeding fiscal 
years. 
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In the fiscal year 1957, the Assistant Secretary of Defense (Comp- 
troller) earmarked $49 million, in addition to the amount reserved by 
the Bureau of the Budget, for the stated purpose of providing funds 
for ballistic-missile programs under the Ballistic Missile Committee. 
In his directive the Comptroller stated that the amount reserved: 


* * * may be changed (by him) from time to time to reflect 
upward or downward program actions approved by OSD- 
BMC. Amounts available for other purposes on programs 
shall be adjusted accordingly within 20 days after date of this 
memorandum, or of any subsequent memorandum which may 
modify these amounts. [Italic supplied.] 


The directive accompanied the initial apportionment request which 
was approved by the Bureau of the Budget on August 1, 1956. This 
was long after the fiscal year 1957 budget estimates and financial plans 
had been formulated. Only $34 million had been provided in the 
budget request for ballistic missiles. No emergency funds of the 
Secretary of Defense were provided to make up the difference, nor 
was any of the $100 million of additional appropriated funds made 
available. It was necessary, therefore, to reprogram from direct 
research project activities to provide for the additional $15 million 
($49 million less $34 million). 

The records show that at each fiscal year end the amount of un- 
obligated balances carried forward into the succeeding fiscal year is 
in excess of reservations still in force by the Bureau of the Budget. 
Furthermore, research and development funds are available until 
expended. The policy of making such reservations, therefore, is 
questionable. Again, the fact that the quarterly apportionment pro- 
cedure was discontinued after the fiscal year 1953 lends additional 
support to the conclusion that in the field of research and development 
funding, limitations should not be used to restrict the expenditure of 
funds actually appropriated. 








ADDITIONAL VIEWS OF HON. CLARE E. HOFFMAN 


Here again, as so often in previous reports of the subcommittees 
and their parent committee, the House Committee on Government 
Operations, appears the irresistible inclination to make Democratic 
political propaganda and, far worse and more reprehensible, to use 
for that purpose Federal dollars allocated to a House committee to 
carry on what have been asserted to be necessary and worthwhile 
investigations. 

It is regrettable that the effectiveness of this report has been im- 
paired by injection of a political note. Several sly attempts have 
been made by the majority to make Democratic propaganda out of 
an issue that should be free of politics—attempts craftily concealed in 
the bulk of a report so voluminous that minority members did not 
discover them in the short time they had to peruse the report before 
it was hastily voted out by the Democrat-controlled committee. 

As justifying the conclusion that the Democratic control of the 
committee was being used to make political hay at public expense, 
permit me to quote language carried in the report as originally written: 


While some progress has undoubtedly been made in our 
development of modern weapons, it must be remembered that 
we are in deadly competition with an implacable foe. In 
this context, this report shows that the President and the 
Secretary of Defense have been seriously deficient in secur- 
ing the military research and development our security re- 
quires. The funds requested for research and development 
have been allowed to fall seriously at the very time costs have 
risen sharply and weapons become more and more complex. 
The result is that day by day we continue to lose ground. 
When funds have been appropriated, all sorts of roadblocks 
have been thrown up to slow down, to impede, and even to 
prevent entirely their use. At the same time, organizational 
units, procedures, and controls have been multiplied and 
complicated so that research activities have become en- 
meshed in a web of redtape that threatens to stifle the initi- 
ative and imagination of the men we must count on for our 
scientific advancement. 


_ When this sly political maneuver of the staff was called to the atten- 
tion of the subcommittee, it was agreed that the paragraph would be 
rewritten. I quote (report, p. 2): 


While some progress has undoubtedly been made in our 
development of modern weapons, it must be remembered 
that we are in deadly competition with an implacable foe. 
In this context, this report shows that the funds requested 
by executive officials for military research and development 
have been allowed to fall seriously at the very time costs 
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have risen sharply and weapons have become more and more 
complex. The result is that day by day we have continued 
to lag behind. When funds have been appropriated their 
use has been slowed down, impeded, and at times they have 
been unexpended. At the same time, organizational units, 
procedures, and controls have been multiplied and compli- 
cated so that research activities have become enmeshed in 
a web of redtape that threatens to stifle the initiative and 
imagination of the men we must count on for our scientific 
advancement. 


However, other parts of the report would convey the picture of 
“responsible executive officials” with full knowledge of ‘our deadly 
competition with an implacable foe,” deliberately undermining our 
national defense. Such statements as the following can be subject to 
no other interpretation (report, p. 7): 


Despite the recognized need for steady and adequate 
research and development budgets, the knowledge in top 
executive circles of the rapid advancement of Soviet tech- 
nology, the serious drop in the purchasing power of the 
dollar with respect to research and development, and the 
enlarged demands of the increasingly complex modern 
weapons, the responsible executive officials have, through 
reduced budget requests and the withholding of appro- 
priated funds, caused a serious lag in our Nation’s military 
research and development and have repeatedly disrutped 
those programs that have been planned and put into effect. 
(Italics supplied.] 

These severe cuts in research and development occurred 
during a period when responsible executive officials knew we 
needed it most (report, p. 31). [Italics supplied.] 


The identity of the chief culprits in this alleged willful aiding and 
abetting of the enemy is clearly revealed in the following passage 
(report, p. 32): 


The record shows beyond doubt that the reduced actual 
dollar figures were the results of guidelines issued to the 
services by the Office of the Secretary of Defense and other 
restrictive actions in the process of formulating the Presi- 
dent’s budget requests. * * * The guidelines follow in- 
structions formulated by the President and transmitted by 
the Bureau of the Budget. * * * 


Lest anyone mistakenly gain the impression that such “foolish 
imprudence”’ (report, p. 40) can be attributed to the previous admin- 
istration, the report in discussing the missile R&D program seeks to 
convey the impression that several years have been lost in catching 
up with the fiscal year 1953 level of the program— 

the program the new administration had cut so drastically for 
fiscal years 1954, 1955, and 1956 (report, p. 33). [Italic 
supplied.] 


Nor is this purported shortsightedness limited to Republican 
administrators. The report also would have us believe that the 
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latest Republican Congress, the 83d, lacked the vision of other Con- 
gresses which (report, p. 31)— 


* * * generally appropriated what has been requested 


for military research and development. 
The report states that the 83d Congress (report. p. 31)— 


* * * in appropriation bills enacted in 1953 and 1954 cut 
every military research and development appropriation 
request. 


Besides carelessly playing politics with national defense, the major- 
ity further reveals its fearlessness in charging about in the jurisdic- 
tional areas of the legislative committees—which might well be left 
to those committees. 

The undersigned trusts that the administration will give the 
| recommendations and conclusions of the majority such consideration 
| as they deserve and then only in the light of the reactions of the com- 
| mittees primarily concerned with matters of appropriations and 
national defense. 

Finally, it is hoped that, in response to recommendation (8) the 
President will not choose to be merely a tool in the hands of the 
military when it comes to defense planning. The language of the 
conclusion, which is repeated on page 34, is as follows (report, p. 7): 


Public opinion and Congress must insist that the President 
authorize the Department of Defense to fund and carry out 
the type and size of military research and development 
program those directly charged with our military affairs 
believe is necessary for the security of our Nation. 


It should be noted that the committee report extends through only 
the first 53 pages of the pamphlet. The remainder of the 214 pages 
is a staff study which the writer has neither the time nor inclination 
to read, let alone comment upon. 

It makes apparent the justification for the suspicion some have long 
entertained, i. e., that committee staffs have quite frequently “blown 
themselves up’’ with the assumption that the staff and not the com- 
mittee, is the investigatory body. 

Ciare E. Horrman. 

We concur in the foregoing views: 

GEORGE MEADER. 
GLENARD P. Lipscoms. 
Witiram E. MInsHaA.t. 
Epwin H. May, JR. 
Fiorence P. Dwyer. 








ADDITIONAL VIEWS OF HON. GLENARD P. LIPSCOMB 


With the wisdom of hindsight, the subcommittee has been in a 
position to analyze certain fiscal and budgetary determinations of 
the administration with regard to their apparent effect on the research 
and development program in the Department of Defense. 

The subcommittee began its series of hearings on the subject 
shortly after the first of the year. Since that time, additional hearings 
have been held and studies have been made by a staff augmented for 
the purpose and which has had— 


* * * valuable assistance given to it by * * * employees 
of the General Accounting a e and the Library of Con- 
gress * * * (report, pp. 2-3 


From the wealth of background ea thus developed, one could 
reasonably expect the subcommittee to make constructive and timely 
recommendations in an important field. Regrettably, they have 
chosen to stultify those recommendations with partisan comparisons. 

The subcommittee’s apparent motivation, thus manifested, makes 
me regret the lack of opportunity provided to evaluate its conclusions 
against the background of a review of the facts available to the 
subcommittee. 

However, since the majority has chosen to make comparisons, I’m 
sure it will not question the appropriateness of including in my 
statement of additional views the following release from the office of 
Congressman Gerald R. Ford, Jr., of Michigan, issued December 11, 
1957. The discussion contained therein seems particularly pertinent 
in the light of the perspective chosen by the majority. Congressman 
Ford is a member of the Defense Panel of the Appropriations Com- 
mittee and speaks authoritatively in the field of the matter at hand: 


“The Truman administration cancellation in June of 1947 
of the only United States intercontinental ballistic missile 
contract for the design and construction of a test vehicle 
prevented our Nation from having an operational ICBM by 
1953,”’ Representative Gerald R. Ford, Republican of 
Michigan, stated following a review of the House appro- 
priation hearings and a study of Defense Department infor- 
mation. 

President Truman ordered the impounding of $75 million 
of vital research and development funds in fiscal 1947 that 
resulted in the entire elimination of work on long-range 
supersonic guided missile types. In April 1946 an initial 
research and development contract for the design and con- 
struction of an ICBM test vehicle had been awarded to Con- 
vair which is the contractor for the current ICBM Atlas. 
Approximately 14 months later this important contract was 
canceled as a consequence of the impounding of research and 
development funds by President Truman. Senator Stuart 
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Symington, Democrat of Missouri, one of the critics of the 
missile program today, at that time was Assistant Secretary 
of the Army for Air. He also served as Secretary of the Air 
Force from September 18, 1947, to April 26, 1950. 

This ICBM contract was not renewed with Convair until 
January 1951, after the start of the Korean war, and then 
only on a limited or study basis. According to Congressman 
Ford, “if the original ICBM program had been pushed instead 
of canceled for a 3-year period, the United States would have 
had an operational ICBM by 1953.” 

President Eisenhower on February 19, 1947, then Chief of 
Staff for the War Department, in testifying before the 
subcommittee of the House Committee on Appropriations 
said the following: 

“In the field of guided missiles, electronics and supersonic 
aircraft, we have no more than scratched the surface of 
possibilities which we must explore in order to keep abreast 
of the rest of the world. Neglect to do so could bring our 
country to ruin and defeat in an appallingly few hours. 
Those of us who were in Europe in the black days when Hitler 
was making his last desperate gamble with the V—1 and V-2, 
know how close to success that gamble came. Yet those 
weapons, terrible and effective as they were, were child’s 
toys in comparison with those which can be produce red.”’ 

Despite this strong testimony by General Eisenhower in 
early 1947 as to the need to explore guided missiles, the 
Truman administration impounded funds Congress had 
previously appropriated for research and development. 

It is also pertinent to point out that in the same testimony 
before the committee General Eisenhower said: 

“But there does exist, most emphatically, the necessity 
for a practical, farsighted, well-balanced, and forceful 
program for research and development. This program must 
be planned and operated on a « ontinuing basis with authoriza- 
tions available over a period of 4 or 5 years, if nee essary, SO 
that the most economical results can be obtained.’ 

Representative Ford said: 

“Tt is obvious from the subsequent cancellation of the 
Convair ICBM contract, only 14 months after its initiation, 
that the Truman administration was acting contrary to 
Kisenhower’s military advice for the effective handling of 
research and development programs for modern weapons.’ 

In additon Maj. Gen. H. S. Aurand, Director of Research 
and Development for the War Department, in the hearings 
on the military budget for fiscal year 1948 said on February 
18, 1947, only a few months before the cancellation of this 
important ICBM contract by the Truman administration: 

“To continue with the subject of funds required tor research 
and development, we would like to repeat that, as an example 
the V-2 indicates, this is a very expensive undertaking. But, 
in addition, for efficient operation of research and develop- 
ment activity, it is essential that there be long-range con- 
tinuity of effort. As you gentlemen realize, the accomplish- 
ment of long-range research objectives cannot be attained by 
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a series of disconnected hand-to-mouth efforts. There is no 
scientific supermarket where one can drop in and casully pur- 
chase a new can of radar today and a pound of counter- 
measure tomorrow. Our ability to operate successfully is 
therefore dependent not only on the actual amount of funds 
in our hands at any given time, but also on the stability of 
our future.”’ 

Despite General Aurand’s warning, the Truman adminis- 
tration after the initiation of an ICBM contract in April of 
1946 canceled the same contract in the summer of 1947. The 
contract was not renewed until January of 1951. According 
to Congressman Ford, “this break in continuity in the fund- 
ing of our research and development work on the ICBM by 
the Truman administration resulted in the United States 
failure to have the long-range supersonic missiles ahead of 
the Soviet Union.” 

On March 6, 1947, Maj. Gen. C. E. LeMay, then Assistant 
Chief of Air Staff Research and Development, testified before 
the Military Establishment Appropriations Subcommittee of 
the House of Representatives that ‘‘When the $75 million 
cut came it was the straw that broke the camel’s back. It 
meant a cut of 20 to 30 percent.” 

This withholding of research and development funds and 
the subsequent cancellation of the ICBM contract with 
Convair by the Truman administration was made despite 
the emphatic statements of then General Eisenhower, Gen- 
Aurand, and General LeMay that continuity in military 


research and development was vital in the new weapon field, 
including missiles. 


GGLENARD P. Lipscoms. 
We concur in the foregoing views: 

CLARE E. HorrmMan. 

GEORGE MEADER. 

Witu1aAmM E. MINSBALL. 
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Washington, D.C. 

Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the committee’s thirty-third re- 
port to the 85th Congress. The committee’s report is based on a 
study made by its Legal and Monetary Affairs Subcommittee. 

Wituim L. Dawson, Chairman. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTY-THIRD REPORT 


SUBMITTED BY THE LEGAL AND MONETARY AFFAIRS 
SUBCOMMITTEE 


On August 6, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled 
‘“Ralse and Misleading Advertising (Weight Reducing Remedies).”’ 

After consideration of the report as submitted by the subcommit- 
tee, upon motion made and seconded, the report was approved and 
adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


I. INTRODUCTION 


In the second of a series of hearings on the extent and effectiveness 
of enforcement actions by Federal agencies in the field of false and 
misleading advertising, the subcommittee concentrated its attention 
on claims advertised for weight-reducing remedies. Earlier hearings 
of the subcommittee related to Government activity with respect to 
claims advertised for filter-tip cigarettes. 


II. THe Propuem 


The slender figure, for many of us, is a very elusive goal—and this 
notwithstanding the emphasis that has been placed on the svelte 
silhouette by the world of fashion and by our physicians. Wide 
publicity given to the higher incidence of heart trouble, high blood 
pressure, diabetes, and higher mortality rates among the overweight 
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has focused tremendous public interest on weight-reducing drugs and 
preparations. 

Because of this widespread interest, weight-reducing remedies 
provide a lucrative area of operations for unscrupulous advertisers. 
As one subcommittee witness noted, this is undoubtedly why the 
advertising of so-called obesity remedies or weight-reducing products 
is an area fraught with deception and outright fraud. 

As veteran enforcement official, William C. O’Brien of the Post 
Office Department, so aptly expressed it: 


Fat people want magic, simple, easy, comfortable means to 
lose weight and who can blame the m? Gu ss. generation in 
my e xpe rience feels the same way. Each generation finds 
swindlers operating schemes to deceive ro defraud them. 


Weight-reducing nostrums are big business. It is estimated that 
they account for a gross income of more than $100 million annually. 

These alleged weight-reducing remedies through extravagant and 
false claims made in advertisements in the daily and periodical press, 
on television and radio and via the mails, usually promise an unsus- 
pecting public virtual automatic weight reduction by way of state- 
ments such as ‘‘No diet reducing” or “Eat plenty and reduce,” or 
similar claims. Candy wafers, machines, appetite satients, and 
appetite-curbing drugs are some of the means which unscrupulous 
hucksters of the lose-weight cult use to lure us to an earthly dead rized 
Valhalla. 

The subcommittee’s interest centered principally upon advertising 
of appetite depressant drugs, although other of the alleged slimming 
products were also the subject of discussion. 

The Food and Drug Administration, the Post Office Department 
and the Federal Trade Commission are the Federal agencies charged 
within their respective statutory spheres with protecting the public 
from being bilked through fraudulent advertising. 

The effectiveness of the execution of their statutory missions was 
the primary area of the subcommittee’s interest. 


Ill. Hearings 


Following extensive staff study, the subcommittee held hearings on 
August 2, 6, 7, and 8, 1957. 

Federal officials charged with enforcement responsibilities in the 
field of false and misleading advertising and a representative of the 
National Better Business Bureau (NBBB) were heard. 

In order to obtain a more technical literacy of the problem of weight 
reducing, the subcommittee also received testimony from 2 physicians 
with broad experience in treatment and clinical testing in the field of 
obesity, and from 1 Government medical officer. 

Witnesses heard by the subcommittee were as follows (in order of 
their appearance): 

S. William Kalb, M. D., Newark, N. J. 

Miss Maye Russ, director, food, drug and cosmetic division, National 
Better Business Bureau, New York, N. Y. 

Leon S. Hirsh, M. D., Cincinnati, Ohio. 

Hon. Abe McGregor Goff, General Counsel, Post Office Department, 
accompanied by William C. O’Brien, Assistant General Counsel, 
Fraud and Mailability Division; W. F. Callahan, Chief of the Mail 
Fraud Investigations Division, Bureau of the Chief Postal Inspector. 
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Hon. George P. Larrick, Commission of Food and Drugs, Food and 
Drug Administration, Department of Health, Education, and Wel- 
fare, accompanied by Peter Farrago, M. D., Deputy Medical 
Direc ‘tor, Food and Drug Administration. 

Hon. Sigurd Anderson, Commissioner, Federal Trade Commission, 
accompanied by Hon. Edward T. Tait, Commissioner; Earl Kintner, 
General Counsel; Thomas P. Baxter, Chief, Division of Manage- 
ment aud Organization; and Harry Babcock, Director, Bureau of 
Investigation. 

During hearings held on dentifrice advertising on July 18, 1958, 
Hon. John W. Gw ynne, Chairman, Federal Trade Commission, 
“briefed” the subcommittee as to Commission activity in the field 
of alleged weight-reducing preparations since the 1957 hearings. 


IV. Mepicat TEesTIMOoNy 
A. WEIGHT REDUCTION—IN GENERAL 


All of the medical experts in their appearances before the sub- 
committee testified that the primary method of weight reduction is 
caloric reduction—to weigh less, eat less. 'The Commissioner of Food 
and Drugs said, ‘“‘to reduce weight, you have to push yourself away 
from the table.” While in some cases, gh are used as appetite 
depressants, the drugs are an adjuvant— “crutch’—to be taken in 
connection with the primary method—diet. 

The non-Government medical experts contend that weight-reducing 
drugs should be taken, only under the supervision of a physician. 

Dr. Kalb furnished statistical data based on his ‘own experience” 
in some 6,000 cases to indicate the dangers of self-medication in 
weight reduction. The condition of all patients with organic defi- 
ciencies included in this study, he said, could be aggravated by un- 
supervised diets: 

Seventy-two percent of all people who are at least 10 per- 
cent or more overweight are anemic * * * If you put them 
on a diet you have to watch out for this anemia * * *, 

Kighteen percent have diabetes—and there are thousands 
of people in this country with unsuspected diabetes who don’t 
even know they have it * * *. They could develop acidosis 
on unsupervised diets * * *, 

Twenty-two percent have heart disease in some form or 
another * * * you don’t know what the muscle of your 
heart is doing, unless you’re checked by a doctor * * *, 

Thirty-seven percent have some form of nervous or psy- 
chogenic disturbance. It is one of the reasons they go 
nibbling * * *. 

Seven percent have gall-bladder disease * * *. They go 
ona high*fat diet or some other type of diet or they drink a 
lot of coffee or they eat a lot of fresh bread or have butter 
and things of that sort or have a dish of ice cream and they 
develop some stones or something else or increase the size of 
the gall bladder * * *. 


However, FDA witnesses insisted that in dosages permitted for over- 
the-counter sale, we ight-reducing drugs are safe, provided the package 


rarning (“Don’t use if you have heart or thyroid trouble, etc.’’) state- 
ments are adhered to. 
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When the subcommittee called Commissioner Larrick’s attention 
to the almost microscopically small print of these “‘warning”’ state- 
ments, he said: 


As a result of this inquiry this morning, my attention has 
been called rather forcefully to the smallness of type that is 
being used on some labels. We shall make it our purpose to 
make a special project, not only on this particular product 
but on the whole field of the relative conspicuousness with 
which warning statements are given. I want to thank the 
committee for bringing that to our attention. 


Although Commissioner Larrick contended that FDA cannot 
prescribe the size of the type embodying the warning statement, he also 
stated: 


the law is that information required by the statute shall be 
printed in type relatively conspicuous compered with other 
print on the label. 


B. PHENYLPROPANALOMINE HYDROCHLORIDE 


Phenylpropanalomine hydrochloride (propadrine) is currently ad- 
vertised as the ‘“‘new wonder drug” recently released by the United 
States Government.” It is the principal ingredient of many of the 
alleged ‘‘no diet’? reducing advertised nostrums now being widely 
marketed over the counter and much less widely through the mails. 

Drs. Kalb and Hirsh who used the drug some 20 years ago, and 
Government witnesses, agreed that propadrine is neither “a new 
drug’”’ nor “‘a wonder drug.’’ Both Drs. Kalb and Hirsh said they long 
ago abandoned its use because it did not have the desired effects. 

Dr. Peter Farago, Deputy Medical Director of the Food and Drug 
Administration, stated that because of prior usage, principally in the 
treatment of hay fever and other allergies and as an adjunct to diet 
in obesity treatment in 1937 and 1938 in 50-milligram dosages, propa- 
drine is not considered a new drug. If it were, the manufacturers 
would have been required to present comprehensive data on its use 
and prove it is safe to Food and Drug Administration prior to public 
sale—but not being a new drug, it can be marketed without prior FDA 
clearance in 25-milligram dosages, which is considered safe for over- 
the-counter sale (nonprescription) by Food and Drug Administration. 
(See infra, p. 13.) 

C. SPECIFIC PRODUCTS 


Drs. Kalb and Hirsh were asked to comment on the advertised 
claims of specific products (examples of which, including television 
commercials, were exhibited at the hearings) when contrasted with 
literature accompanying the packaged product. 

. REGIMEN | (a product of Drug Research Comp.) advertises 
NO-DIET REDUCING (see reproduced advertisement on opposite 
page): 

Dr. Kaus. For example, right here they cite a bibliog- 
raphy on obesity by Dr. Hirsh, and they have one by Dr. 
Cutting and Dr. Lesser, and in ‘all of these articles you will 
find that the treatment of the patients who had used these 
particular drugs as an adjunct, were all placed on diets. 





4 Complaint issued by FTC against Drug Research Corp. and its advertising agency on June 24, 1958. 











No diet, no special eating, no giving up the kinds of food 
you like to eat—yet new wonder drug acts directly on 
the cause of your overweight—It’s safe . . . automatic 





Yes, it's here at last! After rs of 
intensive medica] research, hospital 
tests, doctor use and clinical studies, 
We can now release it for the first 
time —the amazing new safe, ap- 
poet. remarkably quick-acting NO- 


Dealthy, now you can lose up to 50, 
60, even 70 pounds without ever being 
hungry... without torturing your- 
self with cruel diets... even with- 
out giving up your favorite foods! 





Guezies New 
onder Drug 
Tablet For Fat 
Peopie, acts 
through the 
bleed stream 
directly on the 


eause of your . y 

week — OR YOU PAY NOTHING. 
overweight. ) Yes, this amazing NO-DIET miracle 
reducing drug for fat people MUST work for -yeu — 
@B YOU PAY NOTHING! 


WHY IT MUST WORK FOR YOU — 
NO MATTER WHAT YOU HAVE TRIED 


Wiere are reasons, unquestionable facts straight from 
the shoulder. Unless you have a Super Will Power 
. . « Jove to torture yourself . . . hate the sight of 
food . . . have a nurse or dietician available to you at 
all times . ... YOU CAN NEVER REDUCE TO 
YOUR SATISFACTION with the ordinary reducing 
methods you are famNiar with. If you have used them 

urself, you know from personal experience that this 
Cs sad but bitter fact. You know how difficult, even 
imp ssible it is to reduce with just fad diets, hunger 
etrik +, laxatives, exercise, steam baths, massage . 
@o-ce led reducing candies, cookies, chewing gum, 

woers and bulk-producing pills. They did nothing 
ut try to give you some moral support while you 
tort ired* yourself, exerted ail your will wer or 
stared until you could no longer stand it. You used 
the:s methods because that's al] there was available 
to ou unless you went to see your doctor. 

(a the other hand, doctors avoid most of these 
@ificult or ineffective reducing plana. They prescribed 
@rugs for reducing . . . such a8 amphetamines or thy- 
roid which could be used only under close medica) 
supervision. They worked where evervihing else failed 

. « Ugly fat just melted away! But unfortunately 
because of the harmful aide effects they were only 
available with @ doctor's prescription. Doctors felt 
they were on the right track with these drugs because 
@f the fantastic resulta, Now thew had to develop or 
Giscover a drua that had a similar action but 
without the harmful side effects. A drug that was 
gafe enough for all normally healthy fat people to 
take without constant supervision . . . without the 
peed of a doctor's prearrintion. Research specialists, 
Medical techniciena worked for years to dis- 
over such @ drug. And they finally were successful 

. . but to be abrolutely sute it would work safely 
they had Jeading hospitais, clinica and individual 
Goctors test it and prove it for years, When the fina) 

uits came in, they knew they had truly e WON- 

ER DRUG FOR FAT PEOPLE. 


3-WAY ACTION FAAKES IT EASIER 
AND PASTER THAN EVER BEFORE 
TO LOSE UP TO 40, 50, EVEN 70 POUNDS 
know all 


Brine baste of 


food or 

iat ek do not irritate your stomach. 
IMEN TA 

Qahiet and just as easy to take. They work on an 


peers 4 t these 


of weight loss: 
i They suppress your appetite by acting directly 
a ou continue to eat 


on the Le 
aclicaice won fama ou torareatul youre) 
ove rse 
al between meals or raid the ice-boz. = 
2 They ore your to lose weight automati. 


day, 


than 8 min 
traveling ‘ a ae 


fas we’ i a TO eat It feels 
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YOU MUST REDUCE UP TO 6 POUNDS IN 3 DAYS...UP TO 
10 POUNDS THE FIRST WEEK...OR YOU PAY NOTHING! 








so natural. No more need for Super Will Power . 


no suffering pangs of self-denial . . . no struggle 
with self-control! You continue to eat the same deli- 
cious foods you alwavs enioved but with this amazine 
difference ., . BEFORE YOU'RE HALF THROUGH 
you can ea( no more. You, feel full and completely 
satisfied. You feel well and cheerful, full of pep and 
vitality. You'll find the REGIMEN TABLET plan 
makes it easy to do without fattening foods, practi- 
cally no effort at all to cut down on fat-producing 
calories. You'll hardly realize that you are actually 
reducing, but your scale, your mirror and the aston- 
ishment of your friends will prove it. Yes, vou will 
lose pound after pound in days—faster and easier 
than you ever thought possible. 


WHAT NEW SAFE 
REGIMEN TABLETS MEAN TO YOU 


Here is new hope at last—new hope for you if you are 
one of the thousands who tried everything to reduce 
and gave up in despair... if you are among the 
many who suffered disappointment with old fashioned’ 
pills and capsules, fad diets, powders, massage 
exercise, cookies, chewing gum and candies, flush-out 
ills—all the “‘promises’’ that failed and did nothe 

a for you! 

Now, with complete confidence in their safety and 
effectiveness you can take REGIMEN TABLETS— 
&@ combination of wonder druzs never before avail- 
able except perhaps in «s doctor's prescription. But 
now this formula has been made so safe, so sure 
that no prescription is needed. Im doctors’ tests it 
has been proved effective and harmless to lungs, kid- 
meys, liver and other vital organs. Anv normally 
healthy person may take REGIMEN TABLETS with 
comyp.ete assurance of their purity and safety. 


You owe it to yourself to start the REGIMEN 
TABLETS way today. Rid yourself of dangerous 
excess weight if want to jive longer with less 
chance of heart disease, di es, high blood pres- 
sure, arthritis, rheumatism, even cancer. Yes, you 
owe it to your health, to your appearance, to your 
job, to your loved ones, to your future—to start re- 
ducing this sure, safe way, teday! 


PROVE IT TO YOURSELF WITH A PULL 
MONTY BACK GUARANTEE! 





Pull 10-day supply only $300 


ater eae Ay 


GET IT AT 


enty $500 








Use either size package of REGIMEN TABLETS entirely at our 
risk! This completely different, brand new combination of ingre- 
Gienta MUST work better than anything you have ever used, with 
the following guarantee: If at any time while using REGIMEN 
TABLETS you are ever hungry...if the REGIMEN TABLET 
plan doegn’t help you lose up to 6 pounds in three days... if you 
don't reduce up to 10 pounds the first seven days... if you don't 
feel and look better... if you don't agree with us that REGIMEN 
TABLETS low-calorie way is the easiest. fastest. and best way 
to reduce you have ever tried, don't keep it. RETURN IT. Return 
the package and receive your money back immediately. No ques- 
tions eked. The REGIMEN TABLET plan Must work or you 
pay nothing 





YOU EAT WHAT THE FAMILY 
EATS ... WHEN THEY EAT! 


No dieting. No starving. No unappetizing foods. No food restriea 
tions. You can sit down to breakfast. lunch or dinner and eat 
pormally with the rest of the family, enjoy every mouthful ef de- 
licious food... but with this amazing exception. Before you're 
half way through you can eat no more. You feel full, completely 
satisfied, never hungry. REGIMEN TABLETS Take The Place 
Of Super Will Power, Sacrifice And Strain. Because you eat less. 
your weight comes down from the very first day. Pounds and 
inches disappear day after day. 


MEDICAL PROOF 


THE NEW WONDER DRUGS ARE BEST 


REGIMEN TABLETS contain 3 active drugs necessary 
to perform the 3 most important functions of reduci: 
Each drug was tested doctors in leading hospita 
and clinics for safety effectiveness, THE RESULTS 
WERE 8O AMAZINGLY BUCCESSFUL THAT THEY 
WERE PUBLISHED IN LEADING MEDICAL JOUR- 
NALS 0 that other doctors could become acquainted 
Wita these astounding discoveries. This is proof you 
can rely upon 


ATTENTION ALL DOCTORS 


@ gehen i the Cree, comienes in REINER Zae. 
erred to Dart ogra 
Dublislied clinical reports: a4 


&. Controlling Appetite in Obesity—L. 8. Hirsh. The 
Journal of Medicine 20:84-85, April 1939. 


8. The Treatment of Obesity—W. ©. Cutting. Journal 
Clinics! Endocrinology 3:85-—-1043. 


B. Oberity—M. A. Lesser, Drug & Cosmetic Industry St 
—190—1045. a = 


4 New & Non-Official Remedies — Published: under 
oe and supervision of the on Pharmacy 
Chomistry of AALA. 811 


edical SS 337—July 1086. 


1 is of tica—Goodman & 
Ea 1008 — 


5. Obes! 
Carviins 


6. Phermaco' 
Gilman, 846—2nd 


REGIMEN TABLETS 


another fine product of the Research Corporation, 
manufacturers of Sustamin 2-12 for the relief of Arthritis- 
Rheumatism pains. 
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Yet here they have “No Diet Reducing.” They cite the 
bibliography which refers to the use of the drug but don’t say 
that there was a diet used with the drug [propadrine] * * * 

* * * You see it says ““No Diet Reducing.” Inside of 
the package it says ‘‘to weigh less, eat less * * *” 

“To weigh less, you must eat less. To reduce you must 
restrict your caloric intake. The Regimen plan is based on 
curtailing the amount of food you consume” * * * 

* * * Yet on their headline they don’t say that. * * * 

Such statements as ““No Diet Reducing Wonder Drug” are 
a deliberate falsehood, in my opinion. The chemical is 
marketed in 25 milligram tablets, and a dose of 25 milligrams 
taken 3 times daily as recommended, would exercise NO 
appetite depressant effect of significance for the great vast 
majority of persons. There is no such thing as ‘No Diet 
Reducing” as advertised by these promoters. Actually it is 
the caloric content of the food that is important. Not the 
diet or a specific food. Any reducing program must be 
based upon limitation of the caloric intake. 


With respect to the Regimen ad claims—‘‘Amazing New Wonder 
Drug Tablet for Fat People, Works Through the Blood Stream, 
directly on the Cause of Your Overweight’”—Dr. Hirsh said that 
‘“‘the action of the sympathomimetics is not in the blood stream. No 
drug in that class acts in the blood stream.” 

Dr. Hirsh, one of whose articles has been cited in Regimen ads 
as proof of the effectiveness of propadrine, stated that nothing in 
his article supported Regimen’s advertised claims except that he 
reported on some 5 or 6 cases in which propadrine had been used in a 
75-milligram tablet, 3 times a day by people on controlled diets 
“very different from, and a far cry from, unlimited, uncontrolled 
over-the-counter sale.”’ 

Dr. Hirsh concluded: 


I do not endorse these worthless and dangerous products 
and consider their promotion for over-the-counter sale to be 
a deliberate attempt to exploit for profit, the unfortunate 
persons who are afflicted with the disease termed “obesity.”’ 


2. R. D. X. (a product of Pharmaceuticals, Inc.) which advertises 
“LOSE UGLY FAT, YET EAT PLENTY” and which uses on its 
nationally televised program a thinning silhouette of the lady literally 
cramming herself with food: 


Dr. Kaus. R. D. X. is a tablet, and it tastes very good, 
too. * * * This preparation has been on the market ever 
since I was a little boy in one form or another. * * * You 
used to go into the drugstore, the candy store, mostly 
drugstores, I think, and buy a malted milk tablet. * * * 
Well, that is practically what this is. This is a tablet made 
from skim milk with a little lemon juice added to it. Now 
if you think skim milk and lemon juice are going to help you 
lose weight by taking a tablet, go ahead and take it, but I 
can tell you that the people who are overweight, they eat 
a bottle like that in a day. It never stops their appetite 
any more than smoking stops the appetite of a fat woman. 
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Some of the fattest patients I have smoke 2 and 3 pack- 
ages of cigarettes a day. That is the way it is with these 
things a 

They cobble these things in between meals, taste it. 
You'll like it. It won’t kill your appetite. It will never do 
them any harm and it certainly won’t help them reduce in 
weight * * *. 

I would certainly clamp down on their advertising because 
it is misleading and it is not true. It does not produce 
weight loss. 

No, there is nothing harmful about it. You can even give 
it to nursing mothers, but you see, there is a diet in here 
[enclosed in ‘the package]. * * * a thousand-calorie diet* * *. 

Now of course you lose weight on that. If you weigh 
about 150 or more pounds and you follow this diet, you will 
lose weight whether you take the tablets or whether you 
don’t take the tablets. 


AYDS (a product of the Carlay division, Campagna Corp., see 
p. 10) which advertises, “I found AYDS and recaptured my 
figure”’ 


Dr. Kaus. I did some work on AYDS some time ago and 
I can tell you about AYDS. These are caramels. * * * Re- 
gardless of what formula is on here, the vitamins and minerals 
are just added on there as a come-on. * * * 

It doesn’t mean anything. It has no therapeutic value. 
But the other ingredients that you see here like syrup, sweet 
condensed milk, oleo and vegetable oil, soy flour, powdered 
egg yolk, salt and so on and so forth, you will find a similar 
formula in Hershey’s chocolate so it won’t make any differ- 
ence. 

The only difference between this and Hershey’s—we did 
that experiment—was that Hershey’s used sugar, regular 
cane sugar in theirs and these people use saccharin. Maybe 
they use sucryl, I don’t know, or perhaps they use saccharin. 
But in order to offset the taste, to make it more palatable, 
they use a little more cream in this candy, so calorie for 
calorie this caramel is just about 4, 5 or 6 calories more than 
the ordinary caramel that you buy on the stands. * * * 

This candy did not come out originally for reducing. 
But like everything else, they would like to get on the 
bandwagon just the same as these other products. This 
came out originally for diabetics. 

For diabetics it is all right, it doesn’t make any difference 
about calories because a doctor can regulate the calories so 
that they can take these * * * but when we talk about 
weight reducing, then it is a fallacy. * * * 

The idea is that if you take those you don’t have to eat. 
You know it is like the alcoholic. If he can get enough 
drink in him he won’t want to eat. If you chew this box of 
candies up you may not feel like eating, but most of my 
patients who are very, very heavy could sit and eat that 
while watching a television program. It wouldn’t faze 
them at all. 
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4. SLIM MINT (“the delightful aid to appetite control,’ made by 


the Thompson Medical Co.) which advertises ‘“Take Off Pounds and 
Inches, REDUCE.” 


Dr. Kaus. This is SLUIM-MINT chewing gum. This has 
the methyl cellulose in it * * *. 

Now the average dose of methyl cellulose in order to really 
produce the bulkiness in the intestinal tract is a heaping 
tablespoonful, not just a small amount, if you think this 
contains a heaping tablespoonful in this chiclet I’d like to 
see where they put it. You can take this whole box and you 
wouldn’t have a heaping tablespoonful of methyl cellulose in 
there, so certainly the only thing this will do is give you a 
couple of cavities in your teeth but that is about all. * * * 


V. ENFORCEMENT BY FEDERAL AGENCIES 


A. STATUTORY ENFORCEMENT AUTHORITY ON FALSE AND MISLEADING 
ADVERTISING 


1. Food and Drug Administration 


Commissioner Larrick explained his agency’s functions under the 
Food, Drug and Cosmetic Act (52 Stat. 1040; 21 U. S. C. sec. 301 et 
seq.) as follows: 


Under this act, a food or a drug is deemed to be mis- 
branded if its labeling is false or misleading in any particular. 
Labeling is defined as “all labels and other written, printed, 
or graphic matter (1) upon any article or any of its con- 
tainers or wrappers, or (2) accompanying such article.” 

Corrective measures provided for by the act include seizure 
of offending merchandise, as well as criminal and injunctive 
proceedings against the responsible parties. 

While there are many articles and programs currently 
offered for unsupervised use by the public as aids in weight 
reduction, those subject to regulation by the Food and Drug 
Administration may be broadly categorized into three 
groups. These are: 

1. Articles containing sweetening agents to be ingested 
before mealtime. ‘These are represented as being effective 
in dulling the appetite, and thereby decreasing the desire for 
food. 

2. Articles containing noncaloric bulking agents. Pro- 
moters of these claim that these substances swell up in the 
stomach, thereby producing a sensation of ‘‘fullness,”’ with a 
resultant loss of appetite and reduction in food intake. 

3. Articles containing sympathomimetic drugs which effect 
the nervous system in such manner as to reduce the desire for 
food. 

Some preparations contain mixtures of the ingredients 
referred to above. Many contain added vitamins and 
minerals intended to offset the loss of these food factors 
when the user follows a restricted diet. 


The Food and Drug Administration is not empowered to conduct 
proceedings under the Administrative Procedure Act, as are the 
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FTC and the Post Office Department. As Commissioner Larrick 
noted— 


Our law provides for injunction. We have the power of 
seizure and criminal prosecution but all of these actions must 
be brought through the United States district attorney * * * 
Anybody who doesn’t agree with us has a right to a trial by 
jury. 
Under interagency agreements, FDA also renders technical and 
professional advice to the Post Office Department and the FTC. 


2. Post Office Department 


In outlining the statutory authority of the Post Office Department, 
its General Counsel, Mr. Goff, told the subcommittee 


The Federal statutes concerning mail fraud are both crimi- 
nal and administrative. The criminal statute is title 18, 
United States Code, section 1341 [cases under this section 
are handled by the Department of Justice]. The administra- 
tive statute upon which the Post Office Department bases its 
action is title 39, United States Code, section 259. 


Section 259 provides that— 


The Postmaster General may, upon evidence satisfactory 
to him [now delegated to the General Counsel] * * * that 
any person or company is conducting any other scheme or 
device for obtaining money or property of any kind through 
the mails by means of false or fraudulent pretenses, represen- 
tations, or promises * * * [Italics supplied} 


bar such person or company from receiving mail. 

Following an administrative hearing the record and findings of the 
hearing examiner are submitted to the General Counsel (as the dele- 
gate of the Postmaster General) for decision. As Mr. Goff explained: 


If I find that the respondent is violating title 39, United 
States Code, section 259, an order is issued at the same time 
of the decision, directing the postmaster at the address of 
the 1 -espondent, to return to the sender all mail addressed to 
the respondent and mark it “Fraudulent.” This prevents 
the fraudulent operator from receiving any orders of mer- 
chandise or remittances of money for merchandise previously 
sent. An operator who relies on the United States mails as 
his sole customer contact is thus effectively put out of 
business. 


It should be emphasized that the Post Office Department, in order 
to prove its case, must prove not only that the advertising is false but 
also the fraudulent intent of the advertiser. 

There is a division of jurisdiction with respect to mail frauds 
enforcement. As previously indicated, the act of 1890 (39 U.S. C., 
sec. 259) which is derived from the act of June 8, 1872, vests jurisdic 
tion in the Post Office Department only with respect to solicitation 
of money and property through the mails. (According to postal 
officials, there have been no amendments to this statute since the 
date of its original enactment.) Where fraudulent advertising by 
mail does not involve such solicitation, jurisdiction lies with the 
Federal Trade Commission. 
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This division of jurisdiction could very well lead to a situation best 
demonstrated by the following exchange during the subcommittee’s 
hearings: 

Mr. Buarnix. * * * Mr. Goff, let us say this ““No Diet 
Reducing” advertisement is reproduced or printed on your 
throwaway handbill type. It is distributed as third-class 
mail to occupants in the neighborhood. 

* * * Let us say that you have declared this product to 
beafraud. You prohibit the sale or solicitation of this prod- 
uct through the mails. Yet, the firm can print these leaflets 
and have them delivered by the letter carriers of the Post 
Office Department to every boxholder in every community, 
urging the boxholder to purchase the product at their local 
drugstore, could they not? 

Mr. Gorr. That is right; yes. 


While in the example cited by Chairman Blatnik, the Federal Trade 
Commission would be able to assert jurisdiction under section 12 of 
the FTC Act (15 U.S. C. 52), notwithstanding its prior enforcement 
action, the Post Office Department would be powerless. Mr. O’Brien, 


the Assistant General Counsel, charged with prosecuting mail frauds, 
noted: 


Section 1341 of title 18 is the Criminal Code section which 
deals with the use of the mails to defraud and to paraphrase 
it, it is this. 

Whoever having devised any scheme or artifice to defraud 
deposits or causes to be deposited in the mail any newspaper, 
letter, postal card, package or what not, is deemed to have 
violated the statute and may be fined or imprisoned or both. 

So that the use of the advertisement, as the chairman 
suggests, leaves them open to criminal prosecution. 


However, as was also pointed out, proof necessary to secure a crim- 
inal conviction—guilt beyond a reasonable doubt—is much more 
difficult to sustain than the burden of proof in an administrative pro- 
ceeding—a preponderance of the evidence. As a result, there is little 
criminal prosecution in the field of false and misleading advertising. 

There is also another related void in existing legislation. Where the 
Post Office Department obtains a fraud order or an affidavit of dis- 
continuance (as it did in the case of Regimen) the same objectionable 
advertising can be continued in newspapers, periodicals, and on the 
air to “push” over-the-counter sale. Because there is no money 
solicitation in such advertising the Post Office would be deprived of 
jurisdiction which then lies with the FTC. 

8. Federal Trade Commission 


In explaining the statutory authority of his agency, Federal Trade 
Commissioner Anderson said: 

Prior to 1936 all corrective action was based on section 5 
of the Federal Trade Commission Act which provided: 
“That unfair methods of competition in commerce are 
hereby declared unlawful * * *.” 

In 1936 Congress amended section 5 to include “unfair or 
deceptive acts or practices in commerce,” thus condemning 












FALSE AND 





MISLEADING ADVERTISING 


not only unfair methods of competition among competitors 
but also unfair and deceptive acts or practices affecting the 
general public. Also, sections 12, 13, 14, and 15 were added. 

Section 12 conferred more of the Federal Government’s 
authority under the commerce clause on the Commission 
where advertisements of food, drugs, devices, or cosmetics 
are involved, providing that the Commission may proceed 
(1) where a false advertisement is disseminated through the 
United States mails, or in commerce by any means, where 
those advertisements are likely to induce, directly or indi- 
rectly, the purchase of a food, drug, device or cosmetic, or 
(2) to disseminate an advertisement by any means for ‘the 
purpose of inducing or which is likely to induce, directly or 
indirectly, the pure chase in commerce of foods, drugs, devices 
and cosmetics. 


Section 13 authorizes the Commission to obtain a temporary injunc- 
tion, where a party (or parties) is engaged in or is about to engage in 
practices in violation of section 12 and where it is shown that issuance 
of such injunction would be in ‘‘the interest of the public.” 

Section 14 provides criminal penalties (fine and/or sentence) for 
violation of section 12 (a) if the prescribed or customary use of the 
commodity falsely advertised may be injurious to health. 

Section 15 defines terms used in sections 12, 13, and 14. Thus, 
section 15 (a) defines “false advertisement”’ as- 


an advertisement, other than labeling, which is misleading 
in a material respect; and in determining whether any 
advertisement is misleading, there shall be taken into account 
(among other things) not only representations made or 
suggested by statement, word, design, device, sound, or any 
combination thereof, but also the extent to which the 
advertisement fails to reveal facts material in the light of 
such representations or material with respect to consequences 
which may result from the use of the commodity to which 
the advertisement relates under the conditions prescribed in 
said advertisement, or under such conditions as are customary 
or usual. 


Unlike the Post Office Department the burden of proof required to 
be sustained by the FTC in their administrative proceedings is only 
that the advertisement be misleading in a material respect; in addition, 
as noted previously, the Post Office must prove fraudulent intent. 





B. ENFORCEMENT ACTIONS 





One company, the Carlay Co., seems to have been the David that 
has virtually slain 2 of the 3 Government enforcement Goliaths. 
Only the Post Office Department apparently has vigorously pursued 
its goal to bar misleading advertising despite adverse decisions against 
FTC and FDA in cases each had brought against the company. It 
previously had been successful in its action against the same company. 

In narrating the facts and describing FTC inhibition as a result of 


the decision in its case against the Carlay Co., Commissioner Anderson 
told the subcommittee: 


The next significant case involving alleged weight reducers 
is the case against Carlay Co. decided by the United States 
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Court of Appeals, Seventh Circuit, in February 1946 (153 F. 
2d 493), setting aside a Commission order (39 FTC 357). It 
has largely dictated Commission action in the field of reducing 
products involving the principle of appetite depression. 
[Italics supplied.] 

Advertisements of the Carlay Co. featured AYDS candy 
reducing plan as being easy, effective in reducing as much as 
10 pounds i in 5 days and 42 pounds i in 60 days, and as involv- 
ing no starvation diet. Emphasis was on the eating of AYDS 

candy and its appetite-depressant effects, mention being 
tint specifically of curbing the craving for rich fattening 
foods, but there were references to the AYDS plan and 1 aux- 
iliary ‘of this plan, the lemon juice recipe, was referred to but 
at no place in the advertisement was it stated that 1 of 3 diets 
was to be employed. This was first learned after the 
customer bought and opened the package of AYDS candy. 

The Commissioner found that these advertisements recom- 
mended the use of AYDS candy and plan for the reduction of 
excess weight and represented that such reduction was 
effected without the necessity of restricting the diet; that 
the eating of this candy or any sweet shortly before meals 
might, to some extent, curb the appetite but that this 
effect was only temporary and that the desire for food would 
soon return. The Commission further found that unless 
the food intake was voluntarily restrained (which is very 
difficult for overweight persons), and the restrictive diet 
adhered to, the effort to reduce weight would fail; that 
any reduction in weight from this plan resulted from ad- 
herence to the restrictive diets prescribed by Carlay and 
not the candy; that one following the diets would, irrespec- 
tive of use of the candy, lose weight; that eating of the 
candy alone would prove ineffective, and that the failure 
to reveal that diets of a restrictive nature were involved, in 
light of affirmative claims made therein, was deceptive and 
rendered such advertisements false. 

The Commission’s order required Carlay to cease repre- 
senting in advertisements that use of AYDS candy and plan 
would reduce weight without the necessity of restricting the 
diet, that reducing weight by use of the candy and plan was 
easy, or representing that the candy and plan would remove 
or aid in the removal of excess weight from the body unless 
such advertisements “disclose clearly and conspicuously 
that the plan involved adherence to a restricted diet and that 
such adherence is essential to weight reduction.” 

The Circuit Court of Appeals set aside the Commission’s 
order in its entirety, holding that the evidence in the case 
showed AYDS candy would depress the appetite sufficiently 
to reduce weight; that references to the plan in the adver- 
tisements was adequate disclosure of the fact diets were 
involved; and that the plan was easy, this word being mere 
puffing or dealer’s talk on which no charge of misrepre- 
sentation can be based. 

This decision is authority for the position that appetite 
depressants bring about reduction of food intake without con- 
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The decision in its case against the Carlay Co. seems also to have 


successfully atrophied the FDA. Witness the following testimony 
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scious effort, which makes it easy for the overweight person to 
eat less, and that only slight disclosure of the diet provisions that 
accompany such a promotion plan need be made in the ad- 
vertisements. [Italics supplied.] 

This decision has been employed as a model for others 
engaged in like enterprise. 

Another point of the Carlay case is worthy of notice: 
Obviously, the court was strongly influenced by the fact 
that some of the experts who testified for Carlay had made 
some clinical observation on 122 persons and one of the 
experts used it on himself, in all of which reductions in 
weight resulted, whereas the Commission had conducted no 
clinical tests. The need for tests with the specific product 
in question to carry the burden of proof is becoming increas- 
ingly apparent. Shortage of funds for test purposes and 
limited personnel on the Commission’s scientific staff have 
prevented the Commission from carrying on the clinical 
observations necessary for successful dealing with the pri- 
mary reducing claims made for alleged appetite depressants. 

While we have dealt effectively with other types of prod- 
ucts advertised as weight reducers, such as electrical devices, 
laxatives and exercisers, our regulation of the products sold 
as appetite depressants since the Carlay case has been 
limited largely to claims implying that the product itself has 
an effect on metabolism (burns up fat), claims of weight 
loss in definite and predetermined amounts, or special claims 
such as official Government eee of the product. 


from Commissioner Larrick: 


We had the first of two major court reversals which have 
made present regulation of this problem difficult. That 
decision involved the seizure of a product known as Ayds 
Candy. Our libel alleged that the weight-reducing claims 
made in the labeling were false and misleading. 

* * * The Federal Judge handling the Food and Drug 
Administration’s case against the Ayds Candy labelit ng 
decided that the outcome of the Federal Trade Commission’s 
case was conclusive, therefore he held that the Avds Candy 
preparation was not misbranded as alleged. * * * 

Because of the adverse decisions in the Ayds Candy and 
the Vita-Minerals [involving similar claims for another candy 
appetite satient] cases, where it was held that an article a h 
has some effect on curbing the appetite may properly be 
represented to the public as an effective aid for achieving 
weight reduction, the Food and Drug Administration was 


forced to conclude that regulatory action in this field must be 


very carefully selected and that it would not be feasible to bring 
cases where the labeling claims were of a qualified nature. It 
was further concluded that in order to support such a case 
effectively, it would be necessary to conduct consumer surveys 
to ascertain the impact of the labeling statements on the mind 
of the prospective purchaser and that it would also be necessary 
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to conduct clinical trials to determine by unbiased scientific 
experiments whether or not the particular article is actually 
effective for achieving weight reduction. [Italics supplied.] 
Such consumer surveys and clinical tests are costly and time 
consuming and the need for them has acted as a further bar 
to regulatory action in this field. 

For a time our work in this area, and the field of economic 
cheats generally was reduced to a minimum because of the 
need for us to devote our resources to violations having more 
of an impact on the general health and welfare of the con- 
suming public; however, we have allocated time and funds 
to this problem again, and are preparing to proceed against 
the promoters of an article falsely represented for weight 
reduction. 


On September 16, 1940, the Post Office Department obtained an 
affidavit of discontinuance against the Carlay Co.—6 years prior to 
the setbacks received by the FTC and FDA. 

With respect to products that use propadrine (phenylpropanalomine 
hydrochloride) FTC Commissioner Anderson said: 


In more recent times a third type of alleged weight-reduc- 
ing preparations has appeared employing the drug phenylpro- 
panalomine. This drug is closely related to benzedrine and 
dexedrine prescribed by physicians for appetite-depressant 
purposes. New and Non-Official Remedies, a publication of 
the Council on Pharmacy and Chemistry of the American 
Medical Association, summarizing the actions and uses of 
various drugs, recommends a dose of phenylpropanalomine 
which is not very much larger than that supplied in some of 
of the advertised products. This publication also recognizes 
use of this drug as an adjunct for controlling the appetite in 
the dietary management of obesity. * * * Almost all these 
alleged depressants, if not all that have come to our atten- 
tion, irrespective of the substances relied upon as a depres- 
sant, introduce a restrictive diet into the plan, as did Carlay. 


Commissioner Larrick also cited enforcement difficulties caused by 
the statements in AMA’s New and Non-Official Remedies (NNR) on 
propadrine. 

NNR refers to propadrine as an adjunct to diet in the treatment of 
obesity. Adult dosages recommended are 50 milligrams 2 to 3 times 
daily—available on prescription only—rather than 25-milligram 
tablets (taken 3 times daily) permitted for over-the-counter sale. 

It is difficult to understand why the NNR comment should cause 
enforcement paralysis when there is such a marked disparity in dosage 
and when the over-the-counter products advertise in the bold type 
(see opposite p. 5) that theirs is a ‘“‘no-diet’’ reducing remedy— 
whereas the purchaser is enjoined to adhere to a diet in literature 
accompanying the package. 

Interestingly enough, Food and Drug Administration, in one of its 
published bulletins (FDA) Information Letter 337 dated, January 28, 
1957) states that: 


We entertain reservations with regard to the validity of 
the claims for appetite depressant advanced for phenylpro- 
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panalomine hydrochloride, in view of the absence of sup- 
ports of appetite depression associated with its rather ex- 
tensive use in treating allergic disorders, its slight central 
stimulating effects, and paucity of carefully controlled studies 
demonstrating efficacy in this regard. 


The record of the Post Office in preventing use of mail solicitation 
of these products is eloquent proof that neither the position of NNR 
nor the Carlay decisions is a deterrent to enforcement. In effect, the 
FTC acknowledged the effectiveness of the Post Office Department in 
their testimony before the subcommittee as follows: 


The Commission has not proceeded very far where the 
product associated with the reducing scheme involved the 
drug phenylpropanolamine, the most recent product relied 
upon as a depressant, because of the fact the Post Office Depart- 
ment had become active in that field before these products came to 
our attention. It is the Commission’s policy not to duplicate 
the expense and efforts of other agencies of the Government 
and thus require businessmen to respond to an additional 
action against them where another agency appears to be effec- 
tively dealing with the same violation. ‘This situation ob- 
tained in the cases of Wonder Drug Corp. (Regimen), Alle- 
ghany Pharmacal Corp. (Hungrex), and Fisk Research, Inc. 
(N.-D.-17). I am advised Post Office Department has 
recently accepted stipulations from these concerns whereby 
they agreed to discontinue the use of the mails for sales of 
their products. I note that Wonder Drug is now advertising 
Regimen for over-the-counter business, and this leaves the 
problem with the Commission for our law covers all their sales 
in commerce. Our Bureau of Investigation has entered the 
matter for immediate investigation. [Italics supplied.] 


The most aggressive and most effective Federal enforcement action 
against false and misleading advertising in the weight-reducing field 
has been taken by the Post Office Department—and this, despite a 
statute that imposes a much greater burden of proof (see supra, p. 
10) on the Government. 

Until March 1958 FTC, since fiscal year 1955, had proceeded against 
only 1 company in the weight-reducing field (a laxative advertised as 
a weight reducer). However, since March, some 8 months subsequent 
to the 1957 hearings of the subcommittee, 5 companies have been pro- 
ceeded against by the Commission. Two of the products involved, 
Hungrex and Regimen, had been barred from using the mails by the 
Post Office Department in mid-July 1957. During the same period 
(since fiscal year 1955), the Post Office Department has proceeded 
against over 40 companies, and with a “‘tougher’’ statute has disposed 
of virtually all these by mail fraud orders or affidavits of discontin- 
uance. These cases encompass all types of alleged weight reducers 
including drug products containing propadrine. 

With obvious relish for the job at hand, and a modest but under- 
standable pride in the record of his Department in barring the mails 


to fraudulent users, the General Counsel of the Post Office Department 
told the subcommittee: 


No other country in the world begins to approach our 
national use of direct selling by mail. The public has 
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amazing confidence in products so advertised, and it is part 
of my job to try to see that this confidence is not misplaced. 
It is a protection not only to the public but to the legitimate 
operator. By effective enforcement of postal fraud statutes 
in suppressing postal frauds, we can save the public great 
sums of money and, in the case of medical frauds, prevent 
substantial injury to health. 

The quacks with their nostrums, the miracle makers who 
can bring new sexual vigor to old men, grow hair or make it 
“permanently” vanish, develop the bust, cure every ill from 
cancer to hemorrhoids, produce pills to make skinny people 
fat or fat people skinny, persist in their efforts, but we believe 
we have made the going rougher. 


The vigor of this expression by the Post Office Department is re- 
flected in its zest and achievement in enforcement. In contrast, FTC 
testimony evidences a decadent attitude toward enforcement reflected 
in the statement that ‘it really takes a person who is gullible to 
believe many of these ads.”’ 

The NBBB witness, Miss Russ, urged— 


greater use be made of criminal prosecution by the Depart- 
ment of Justice against the promoters who repeatedly use 
fraudulent mail order advertising to exploit the public. 
We believe that vigorous criminal prosecution might have the 
deterrent effect which routine postal fraud orders apparently 
do not have on such offenders. 


In response to questioning concerning the lack of criminal prosecu- 
tion even as to recurrent offenders, postal enforcement officials cited 
difficulties of proof—guilt beyond a reasonable doubt—as the obstacle. 
(See supra, p. 9.) 

VI. ADMINISTRATION 


A. DELAY 


The National Better Business Bureau representative, noting the 
time lag in the Federal enforcement process, said: 


One of the most serious deterrents to effectively combating 
false advertising is the length of time presently consumed 
before corrective action is taken, both in the investigation 
of cases prior to taking initial formal action, and then in 
carrying the cases through to final decisions. Months and 
sometimes years elapse before a deceptive practice is stopped. 
We believe that the governmental agencies having jurisdic- 
tion over the regulation of national advertising should be 
strengthened so as to be able to act more expeditiously in 
curbing questionable and particularly fraudulent advertising. 


The Post Office Department has a reasonably laudable overall 
record in expeditiously handling fraud cases: 


Post Office Department—average time schedule on cases 


Elapsed time from— Days 
Receipt of complaint to assignment for investigation___.___________- 1.0 
Institution of investigation to docketing__________- ccm mh oskd..:5 Jee 
Docketing to administrative hearing....._................-----_- 44.3 


Hearing to decision __- 
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The FTC’s record in this regard is far from satisfactor Y and is 
a 


unfortunate evidence of its ineffectiveness in the field of false and 
misleading advertising: 


Federal Trade Commission 








1957 


1955 1956 
(10 months) 


Median time schedule 





[Months eae Day: ane Days 
Receipt of complaint to assignment for investigation. ..____- (2) i 


Initiation of investigation to issuance of complaint____...__- rT  (S “12 20 
Issuance of complaint to initial decision....................- 4 5 4 2 PD Samnnon 
IE NEE 00 OF EU) CRI a oo ecnrericndenscduncwcsannce 3 6 1 15 1 15 














1 Median figures are not available. Reading at random from a list of cases, 1 FTC official testified con- 
cerning this category as follows: 143, 4, 19, 317, 17, 44, 12, 44, 32, 91, 36, 104, 280, 22, 23, 182, 27, 62, 86, 718, 209 
16, 253, 29, 18, 57, 37, 16, 122, and 15 days. 


To overcome the time lag in FTC enforcement, the NBBB witness 
suggested: 


We believe it would be helpful in controlling quackery in 
medical advertising if the Federal Trade Commission could 
make greater use of its injunctive powers. Such action 
might serve the public interest in curbing the use of false 
advertising of drugs, devices, or cosmetics in those cases 
where the Commission has data sufficient to justify a 
district court in stopping the advertising pending trial. 
The public is not now adequately protected from exploita- 
tion by the “hit-and-run” type of promoter, if the Com- 
mission follows its normal time-consuming procedures 
in conducting a routine investigation of the promoter who 
times his advertising to make a killing before the Commis- 
sion or any other governmental agency can stop him. 


Although praising the Post Office Department for its effectiveness, 
the NBBB witness noted the consequences of delay in its enforcement 
action: 


The Post Office Department is the most effective agency of 
Government in combating fraudulent advertising of products 
marketed by mail order. But again, its effe .ctiveness is often 
impaired by the time required to carry a case through from 
initial investigation to the issuance of a fraud order. 

This delay, which may extend to a year or more, makes 
it possible for unscrupulous mail-order advertisers to blanket 
the country with advertising containing false or fraudulent 
claims concerning their products, with the knowledge that 
they may perhaps be able to sell hundreds of thousands of 
dollars worth of merchandise before the Post Office will be in 
a position to take corrective action. In fact, by the time the 
Post Office issues a fraud complaint, many firms have ex- 
hausted the market for the particular product being pro- 
moted. They are then quite willing to enter into affidavits 
of discontinuance, agreeing to go out of business rather than 
defend the action. “Frequently, in contemptuous disregard 
of the law enforcement agencies and the public interest, 
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they have already launched a similar false advertising 
campaign for another product, or the same product under 
another name, or may do so within a matter of days or 
weeks. And so the pattern continues. 

In some instances, unscrupulous advertisers adopt delaying 
tactics to prevent issuance of a fraud order for several months 
to a year or more, during which time they are able to continue 
to advertise their products in such media as will accept their 
copy. If enough media reject their advertising, they pur- 
chase mailing lists and conduct extensive direct mail cam- 
paigns. Another dodge may be to get retail outlets to stock 
the product and advertise it over their own name. With 
sales now taking place over the counter instead of through 
the mails, the promotion is thus removed from the jurisdic- 
tion of the Post Office Department. 


B. PERSONNEL AND BUDGETARY SHORTAGES 


Other difficulties cited by FTC officials as preventing more effective 
enforcement were shortages of funds and personnel: 


Shortage of funds for test purposes and limited personnel 
on the Commission’s scientific staff have prevented the 
Commission from carrying on the clinical observations 
necessary for successful dealing with the primary reducing 
claims made for alleged appetite depressants. 

In fiscal year 1957 funds allocated to the Division of 
Scientific Opinions, Bureau of Investigation, provided for 
§} positions and $57,500 for personal services, $2,000 for 
tests at the Food and Drug Administration, and $2,000 for 
medical witnesses. In addition, there was allo: ated to the 
Bureau the sum of $12,700 for purchase of exhibits and 
testing of any and all commodities necessary including medi- 
cines, therapeutic devices, wool, fur, flammable fabrics, ete. 

For fiscal year 1958 the Commission requested an addi- 
tional $10,000 to provide for one additional medical officer, 
$10,000 for clinical testing of drug products, and $13,500 for 
other testing at scientific laboratories. These funds were 
not provided in the appropriation bill for fiseal 1958. 

The allocation for 1958 provides no increase for personal 
services or medical witnesses. It does provide, however, 
the sum of $20,000 for the purchase of exhibits and testing 
of any and all products deemed necessary, including tests 
at the Food and Drug Administration. This represents an 
increase of $5,300 over 1957 which was accomplished by 
transferring funds previously utilized for other purposes. 

KTC Commissioner Anderson characterized the shortages plight of 
the Commission, as follows: 


To perform our duties in connection with all antimonopoly 
and antideceptive acts and practices, we have a force of 740 
people with an annual appropriation of less than 6 million 
dollars. We have neither the resources nor the personnel to 
reach all segments of American industry that require regula- 
tion. We perform our duties to the extent of our means. 
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The Commission allocates its funds according to its best 
judgment and while the Commission would like to enter every 
field where regulation is needed, we can only touch those areas 
where we have the means to do so. 


VI. CoMMENTS 


If FTC testimony that ‘it takes a person who is really gullible to 
believe many of these ads’’ exemplifies the enforcement posture of the 
Commission, then the public is at the mercy of every unscrupulous 
huckster. 

Congressional policy in the field of false and misleading advertising 
has never been caveat emptor. For the Commission to adopt an 
attitude of ‘let the buyer beware’’ is in derogation of congressional 
intent as expressed in the Paves riptions of the Federal Trade Com- 
mission Act against false and misleading advertising. 

The shortcomings of the Commission are further illustrated by— 

The failure to take action to overcome the 1946 decision in the 
Carlay case, until March 1958. 

2. Inordinate delays in commencing enforcement action and in the 
various steps preceding decision in its administrative proceedings. 

3. The failure to recognize the need for legislative amendment in 
its mission to protect the public from deceptive advertising practices. 


A. THE CARLAY CASE 


There was criticism from within the Commission itself that the ‘‘case 
was so very poorly tried.” One deficiency of the Commission’s 
presentation referred to by Commissioner Anderson in his testimony 
before the subcommittee was the failure of the Commission to conduct 
“any clinical tests,’ which he contended would cost ‘all the way from 
$10,000 to $25,000.” 

Other deficiencies, painfully obvious from the record in the Carlay 
nm involve: 

The admission by 1 of the 2 expert medical witnesses (no other 
witesitiia appeared on be half of the FTC) for the Commission that he 
was an internist who only “occ asionally” treated patients suffering 
from overweight. 

The admission of said witness that he saw the AYDS literature 
for the first time for about 7 minutes, an hour before he testified. 

The admission from said witness that he had not tested the 
product because he “‘knew nothing about it.’ 

The concession by the Commission’s sole remaining witness that 
PB too, knew nothing about the AYDS literature exc ept as stated in 
the Commission’s complaint, and that he had performed no “‘tests or 
experimentation” on AYDS. 

Certainly it is inconceivable that a case so inadequately = 
should long remain une hallenged by the Commission. Rather, 
would seem that the Commission should utilize the lessons derived of 
past error to spur renewed enforcement actions. 

It must be emphasized that despite the Carlay decision and with 
similar budget limitations, the Post Office Department has compiled 
a commendable record of enforcement action against falsely advertised 
weight-reducing preparations notwithstanding that enforcement in 


this field by FTC and FDA has been paralyzed. 
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It must also again be noted that the Post Office Department 


obtained an affidavit of discontinuance against the Carlay Co. on 
September 16, 1940. 


B. DELAYS IN THE ADMINISTRATIVE PROCESS 


The average of 190 days from receipt of a complaint to decision for 
Post Office Department mai) fraud cases, when contrasted with the 
almost astronomical figures in the same categories for the FTC, is 
convincing evidence that in one vital area of its activity the Federal 
Trade Commission is virtually impotent. In enforcement generally 
and in the field of false and misleading advertising in particular, 
effective enforcement and expedition are synonymous. Every day 
of delay costs the public thousands of dollars, not to mention the price 
paid in consumer health. 

Even a cursory examination of the time tables furnished the sub- 
committee by the Post Office Department and the FTC (see supra, pp. 
15 and 16) redounds to the detriment of the Federal Trade Commission. 
While we are pleased to have heard from FTC Commissioner Anderson 
of the continuing effects of the Commission to cut down the time re- 
quired in various steps of the FTC enforcement policies, the FTC has 
‘“‘a long row to hoe” to even approach the record of the Post Office 
Department. 


C. FINE PRINT WARNING STATEMENTS 


We are pleased to note the alacrity with which the Commissioner 
of Food and Drugs offered to examine into the matter of fine print 
warning statements on drug products generally, although it would 
appear that existing law cited by the Commissioner apparently pro- 
vides sufficient authority in FDA to require that such statements be 
displayed prominently and not in print size that necessitates a magnify- 
ing glass to determine their contents. 

While such an examination will undoubtedly be fruitful and most 
certainly in the public interest, it should not deter the FDA from 
present action against this evil. 


D. PUBLICITY FOR ENFORCEMENT ACTIONS 


It serves no real public benefit to keep mail fraud orders hidden 
under a bushel basket. 

We do not mean to deprecate the effectiveness of the Mail Frauds 
Division and the Postal Inspection Service—rather, that by broad 
dissemination of information of its effective efforts, public awareness 
of the spuriousness of claims of specific products be generated—and as 
well deservedly publicize the functions of these two divisions of the 
postal service. 

Mail fraud orders and affidavits of discontinuance through press 
releases on a selective basis should receive wide publication. 

Publicity concerning product claims found to be fraudulent is neces- 
sary to alert the public and help minimize the use of such claims to 
promote over-the-counter purchase, a frightening reality under exist- 
ing laws. 

‘Local post office bulletin boards, educational bulletins, public edu- 
cation programs, radio, television, and press are just some of the means 
which can be employed for this purpose. 
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The same considerations would appear equally applicable to pub- 
licizing enforcement actions of the Federal Trade Commission and the 
Food and Drug Administration. 


E. ADDITIONAL PERSONNEL AND TESTING FACILITIES 


There must be additional moneys available for testing and personnel 
in the field of medical advertising. However, until Federal agencies 
apprise Congress of their operating problems, and the increasing 
magnitude of their responsibilities, additional funds cannot intel- 
ligently be provided—but the fault would seem to be with such 
agencies for failing to apprise the Congress of their difficulties by 
reason of lack of personnel and testing facilities. 

Reflecting the subcommittee’s interest in the economical operation 
of Federal agencies, Chairman Blatnik said: 


Generally we have to have economy and balance off what 
the taxpayer can pay. But I am asking, Can the American 
citizen support the most lucrative racket of any other 
criminal activity in America, running into hundreds of 
millions of dollars? It is not a question of can we afford it. 
We are paying for it to the tune of hundreds of millions of 
dollars a year 

F. CRIMINAL PROSECUTION 


While the subcommittee has heard testimony concerning difficulties 
of proof in criminally prosecuting persons perpetrating frauds in the 
advertising of medical products, it cannot overlook the deterrent 
effect. of successful criminal prosecution. 

This would require concerted effort on the part of the Post Office 
Department, FDA, and FTC with the Department of Justice and 
could not help but result in a public service of unquestioned magnitude. 


G. LEGISLATIVE CHANGES 


One indication of the atrophy that has gripped the Federal Trade 
Commission in its ineffective enforcement is its failure to appreciate 
what legislative and administrative changes are require d. Ina letter 
from Robert M. Parrish, secretary of the Federal Trade Commission, 
to subcommittee Chairman John A. Blatnik, the Commission’s posi- 
tion was stated as follows: 


During the course of this hearing, your subcommittee re- 
quested the Commission to submit legislative proposals or 
suggestions regarding regulation in this field. 

Since the hearing, this subject is being carefully considered, 
both by the Commission and its staff. The Commission has 
no proposals or suggestions to submit to your subcommittee 
at this time, but will continue its study of the problem in the 
hope that constructive proposals or suggestions can be sub- 
mitted at a future date. 


Thus, though FTC representatives pleaded lack of authority or 
insufficient funds as grounds for inaction, they appear indisposed to 
offer a remedy. 
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Consideration of legislative changes to strengthen Federal enforce- 
ment actions against false and misleading advertising is within the 
purview of appropriate legislative committees of the Congress. 

Some suggestions of legislative changes which arose during the 
hearings, upon which the subcommittee makes no recommendations 
and which the subcommittee suggests for consideration by the 
appropriate legislative committees, are as follows: 


1. Proof of fraudulent intent—a double standard 


By statute, the Post Office Department is made to assume the 
burden of proving fraudulent intent and not merely as in the case of 
the FTC that the advertising is misleading. 

Moreover to establish that deceptive advertising is being sent 
through the mails, under section 12 of its statute, FTC has to sustain 
a lesser burden of proof than does the Post Office Department under 
its mail-fraud statute (which is limited to mail solicitation of money 
and property). 

Inquiry may be directed as to why the proof required under two 
statutes, both involving the same wrong and seeding to protect the 
same public interest, should be so dissimilar. To permit the Post 
Office Department to sustain a lesser burden of proof in its false- 
advertising cases could result in making an effective enforcement 
agency even more effective. 

Binding effect of Federal Trade Commission and Post Office orders 

(a) Advertising proven to be fraudulent by the Post Office Depart- 
ment, has to be reproven by the FTC. Both statutes seemingly seek 
to protect the same public from the same outrage. It has been 
proposed that for purposes of prosecution by FTC findings contained 
in mail-fraud orders with respect to a given product shall be binding 
and convenient and similarly with respect to Post Office Department 
proceedings where FTC has taken the initial action. 

This, of course, would be a two-way street—failure of one agency to 
initially sustain its case would bar prosecution by the other agency. 

The immediate value of such an amendment would be avoidance of 
the laboriously prolonged FTC procedures in cases in which the Post 
Office Department has already prevailed. 

Conceivably, the Post Office might meet more resistance to execu- 
tion of affidavits of discontinuance if the latter were accorded such 
extra effect. 

(b) It may be in the public interest to make mail-fraud orders and 
cease-and-desist orders’ provisions binding, on other advertisers, 
advertising media, including press, radio, and television utilitizing the 
same illicit advertising for the same product, after notice of the 
provisions of a mail-fraud order or the cease-and-desist order is made 
known to such advertisers and advertising media. 

3. Shifting the burden of proof 


In cases where the public health is involved, particularly in food 
and drug products, consideration could be given to placing the burden 
of proof on the questionable advertising. The sponsor of such ad- 
vertising would be required to prove the truth of his advertising—a 
burden not unlike that required for new drugs prior to their release by 
Food and Drug Administration. 

In an area of business activity, so intimately affected with the public 
interest, the privilege of being able to advertise and continue in busi- 
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ness may carry with it an obligation to sustain the truth of such 
advertising. 

Bar use of third-class mail by mail-fraud respondents 

It is possible for respondents in mail-fraud proceedings who are 
barred by mail-fraud orders from receiving mail to utilize postal 
facilities to distribute handbills containing the very advertising 
found objectionable, and proclaiming that their nefarious wares may 
be obtained by over-the-counter purchase at local stores—yet, under 
current postal statutes, this scheme is beyond enforcement action by 
the Post Office Department. 

Denial of such use of postal facilities is another area for considera- 
tion by the appropriate committees. 

Jurisdiction over false and misleading advertising 

(a) Enlarging the jurisdiction of the Post Office Department.—In 
view of the more effective record of the Post Office Department and 
in the interest of more efficient administration, consideration could be 
given to broadening the mail fraud jurisdiction of the Post Office 
De ‘partment to include all false and deceptive advertising disseminated 
through the mails, now limited under a statute enacted in 1872—to 
mail solicitation of mone y and property. Changes in marketing, yea, 
even in swindling techniques since 1872 may suggest a “new” look at 
section 259 of title 18 of the United States Code which Post Office 


officials noted had not beer. amended since 1872 (although it was 
codified in 1890). 


(b) Jurisdiction over medical frauds and professional advertising. — 
Consideration should be even to shifting jurisdiction over medical 
frauds from the FTC to the Food and Drug Administration in view 
of the unquestioned technical competency of the latter agency in 
medical matters. Consideration might further be given to the follow- 
ing division of jurisdiction over false and misle ading advertising as 
follows: 

(1) Over all food and drugs (except where mail fraud is in- 
volved)—to the Food and Drug Administration. 
(2) Over mail frauds—to the Post Office Department. 
All others—to the Federal Trade Commission. 

Affirmative disclosure 

A statutory amendment to permit FTC to require affirmative dis- 
closure would contribute markedly to preserving integrity of a 
product’s advertising so that there would be no material variance 
between advertising and the package literature. FTC officials 
advised the subcommittee that the courts have “sharply” restricted 
the authority of the FTC to require such disclosure. 


VII. ConcLusions 


The Federal Trade Commission has failed to discharge its statu- 
tory responsibilities to protect the public from the evils of false and 
misleading advertising of alleged weight-reducing preparations. Asa 
result, the American consumer is being bilked out of approximately 
$100 million it spends annually on these preparations. 

The Federal Trade Commission sought to excuse its failure to 
onli the laws against false and misleading advertising of weight- 
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reducing preparations by reason of an adverse court decision in 1946 
involving caramel candies claimed by the manufacturer to be an 
appetite depressant. By the Commission’s own admission, its evi- 
dence in this case was poorly presented to the court. 

The loss of one case does not excuse the 12-year paralysis of the 
Commission in failing until recently to proceed against falsely adver- 
tised drugs and other weight-reducing preparations in disregard of its 
statutory responsibilities. Since 1955, the Post Office Department 
alone has successfully proceeded against some 40 companies for falsely 
advertised weight-reducing preparations. 

3. In this field, the attitude of the Commission has been one of 
indifference and apathy, exemplified by the testimony of one Com- 
mission member that “it takes a person who is really gullible to believe 
many of these ads.” 

This constitutes total rejection of the will of the Congress expressed 
in the proscriptions against false and misleading advertising contained 
in the Wheeler-Lea amendment to the Federal Trade Commission Act. 

It is our hope that the recent proceedings instituted by the Com- 
mission against five alleged weight-reducing preparations indicate a 
change of policy as well as a change of attitude. 

4. In the field of false and misleading advertising in general, the 
Commission’s record has been one of incredible delay and procrastina- 
tion. The sales effectiveness of advertising is usually of short duration. 
A cease-and-desist order entered after almost 2 years, the average 
duration of FTC enforcement processes in false and misleading 
advertising cases, is hardly the summary action essential to halt and 
prevent dec eptive advertising. 

The Commission should institute corrective measures immediately 
to streamline and accelerate the various steps in its enforcement 
procedures in the whole field of false and misleading advertising. 

The negative approach and the ineffectiveness of the Federal 
Trade Commission in the field of false and misleading advertising 
was attributable by the Commission to its lack of statutory authority 
but it was unable to offer any suggestion for legislative amendment to 
improve protection to the public in this field. 

Cenabdaretion should be given by the appropriate committees 
of the Congress to determine the need for reviewing and improving 
statutory responsibilities in the field of false and saieine ad vertis- 
ing. (See p. 20 et seq. supra.) 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTY-FOURTH REPORT 


SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On August 6, 1958, the Committee on Government Operations had 
before it for consideration a report from its subcommittee entitled 
“Atomic Shelter Programs.” 

After full consideration of the report as submitted by the sub- 
committee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


INTRODUCTION 


This report deals with atomic shelter tests and field experiments 
conducted by the United States Government during the past 8 years. 
Emphasis is given to the data produced in the most recent test series, 
but, for purposes of continuity, the entire civil-defense test program 
is briefly outlined. 

While the technical data developed in these nuclear tests are ex- 
tremely important for purposes of weapons development, as well as 
for scientific and technical endeavors in support of civil defense, the 
subcommittee is interested primarily in the general civil-defense con- 
clusions to be drawn from the tests. 

The shelter test data and the civil-defense factors discussed in this 
report were presented to the subcommittee by representatives of the 
Atomic Energy Commission, the Federal Civil Defense Administra- 
tion (since merged with the Office of Defense Mobilization and now 
known as the Office of Defense and Civilian Mobilization), the De- 
partment of Defense, the National Bureau of Standards, and various 
contractor organizations. 
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Testimony was received at hearings held in April and May 1958, 
and a personal inspection trip to the Nevada Proving Grounds was 
made by the subcommittee in August 1957, at which time the shelters 
tested in the most recent test series were examined. 


SUBCOMMITTEE INVESTIGATIONS AND STUDIES 


The Military Operations Subcommittee of the House Committee 
on Government Operations has been engaged in civil-defense investi- 
gations and studies since 1955. Public hearings have been held in 
each of the past 3 years and basic civil-defense legislation has been 
sponsored by the subcommittee. Altogether, four reports, including 
this one, have been presented for the consideration of Congress and 
the executive branch.! 

The subcommittee’s basic civil-defense report, issued in 1956, was 
based on extensive inquiries into a broad range of civil-defense prob- 
lems. It presented an analysis of these problems and set forth a series 
of recommendations designed to establish a real civil-defense program 
for the Nation. 

At that time the subcommittee proposed the formulation of a master 
plan for nationwide civil defense, a key measure of which should be 
shelters for protection of the population against the multiple effects 
of nuclear weapons. Other recommendations dealt with organiza- 
tional and policy matters relating to civil defense. 

These recommendations were embodied in legislation introduced by 
subcommittee members at the beginning of the 85th Congress (H. R. 
2125 and identical bills), and have been considered by various study 
groups both within the executive branch and outside the Federal 
Government. 

The subcommittee’s analysis and recommendations dealing with 
civil-defense organization formed the basis of a study conducted for 
the Bureau of the Budget by the McKinsey & Co. management firm. 
This study led to the submission of Reorganization Plan No. 1 of 1958 
which merged the Federal Civil De fense Administration and the 
Office of Defense Mobilization to form the new Office of Defense and 
Civilian Mobilization. 

The subcommittee’s report on Reorganization Plan No. 1 (H. Rept. 
No. 1874, 85th Cong., 2d sess.), presented by the full committee to 
the Congress on June 12, 1958, made a critical appraisal of these 
organizational matters. 

The shelter recommendations of this subcommittee spurred the 
FCDA to develop a proposal for a national shelter program, which 
was presented to the President and the National Security Council in 
December 1956. Subsequently, the President appointed the so-called 
Gaither group to examine this proposal in the broad context of defense 
against nuclear attack. 

The report of the Gaither group, although never made public or 
furnished to the Congress, is known to have recommended a national 
shelter program. 

Other study groups recommending a national shelter program as a 
requirement of effective civil defense include the Rockefeller Special 


1 Previous reports prepared by the Military Operations Subcommittee are: Civil Defense for National 
Survival, H. Rept. No. 2946, 84th Cong., 2d sess., July 27, 1956; Status of Civil Defense Legislation, H. Rept. 
No, 829, 85th Cong., Ist sess., July 22, 1957; and Analysis of Civil Defense Reorganization (Reorganizaton 
Plan No. 1 of 1958), H. Rept. No. 1874, 85th Cong., 2d sess., June 12, 1958. 
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Studies Panel and the Operations Research Office of the Johns Hopkins 
University.” 

The new national shelter policy announced by ODCM Director 
Leo Hoegh at the subcommittee hearings is discussed in a later section 
of this report. 

Also discussed in a later section of this report are some of the Swedish 
atomic shelters inspected by the subcommittee in November 1957. 


CIVIL DEFENSE TEST PROGRAM 


Civil-defense shelter tests at the Atomic Proving Grounds in 
Nevada have been conducted jointly by the Atomic Energy Com- 
mission and the Federal Civil Defense Administration since 1951. 
The Civil Effects Test Group (CETG), jointly staffed by these two 
agencies, functions as a part of the Nevada test organization and is 
responsible for planning and conducting the civil effects program of 
each atomic test series. 

The CETG effort is essentially a byproduct of the atomic testing 
program, inasmuch as all test shots are conducted for weapons develop- 
ment. Each shot is designed and carried out for the specific purpose 
of securing information concerning the particular device detonated, 
rather than for purposes of testing civil-defense equipment and 
protective measures. 

This means that the civil-effects program must always be planned 
and executed within the limits imposed by development shots, usually 
without benefit of precise weapon yield data in advance of the shots. 
Naturally, this handicap limits the effectiveness of the CETG effort. 

The CETG shelter-test program is of interest to the AEC primarily 
in connection with the development of data on the biological environ- 
ment of shelters. Precise data of this type are essential to the estab- 
lishment of appropriate safeguards for the protection of operating 
personnel and the general public in connection with the entire atomic- 
energy development, test and applications effort. 

FCDA interest in the CETG program has centered on the testing 
of shelters and radiolegical defense measures, with particular emphasis 
on blast and overpressures. 

According to the principal FCDA member of CETG, all FCDA 
projects are designed for .he following purposes (hearings, p. 100): 

1. To determine the nuclear weapons effects data. 

2. To field test equipment, instruments and structures. 

3. To train specialists in various phases of nuclear weapons 
defense activities with emphasis placed on radiological defense. 

4. To familiarize key civil-defense personnel—Federal, State, 
and local officials—with civil-defense problems and responsibilities. 

5. To assist in carrying out the FCDA responsibility for the 
public education in the nuclear weapons effects area. 

Following is a complete list of atomic tests conducted by the AEC 


from 1951 to date, with a list of projects supported by FCDA in each 
series. 








1 International Security—The Military Aspect, Special Studies Panel II report, Rockefeller Bros. Fund, 
Inc., 1958. Defense of the United States Against Aircraft and Missiles, classified report prepared by the 
Operations Research Office of the Johns Hopkins University for the Department of the Army, August 1957. 
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Location ! | Number 
of shots 





FCDA participation 


Period conducted | 


| a 
Ranger..__.__.......| January-February 1951..| NTS... 
Greenhouse. - ---_--| April-May 1951.........| EPG-...-- 
Buster-Jangle - . -_-- October-November 1951_| NTS__--- 
ig, Sa 


Tumbler-Snapper__| April-June 1952--_---- 


November 1952-_.-_--- 
March-June 1953.-.-- 


ee 
Upshot-Knothole _ _| 





a | March-May 1954._.___- 
Teapot.............| February—-May 1955. _-- 


Wigwemn...... oa May 10955_..........--- 
R TS ee 
Plumbbob. .------- May-September 1957-... 


Pacific. - .- 


Pee scca 





' 


Hardtack.......... 


ROTTS in cciccnesnnine | EPQ.....| 





(3) 


“i OF 


wo 


None. 
Observers. 


| Home shelters. 


Radiological monitoring training. 
Observers. 

Public information program. 
Radiological defense study project. 


| Observers. 
| Typical American houses. 


Home shelters. 
Air Zero locators. 
Radiological defense instruments. 
Drugs. 
Structural components. 
Automobiles. . 
Radiological defense operations. 
Radiological defense training. 
Public information. 
Observers. 

Do. 


| Commercial and residential build- 


ings. 
Group and family shelters. 
Emergency vehicles. 


| Chemical and storage facilities. 


Communications equipment. 

Public utility facilities, gas and 
electricity. 

Foodstuffs, 
tainers. 


packaging and con- 


' Fabries and plastics. 


Household equipment. 

House trailers and equipment. 
Simulated civil-defense exercises. 
Civil Air Patrol activities. 
Public information. 

Observers. 

Radiological defense. 

None. 

Observers. 


' Group and family shelters. 


Dual-purpose shelters. 

West German and French struc- 
tures. 

Bank vault. 


Reinforced-brick building and pan- 


els. 

Shelter door. 

Air zero locators. 

Commercial and industrial doors. 

Antiblast valves. 

Aerial radiological survey instru- 
ment development. 

Assistance on blast biology pro- 


gram. 

Radiological defense monitoring 
techniques. 

Shielding from fallout gamma 
radiation. 

Decontamination procedures. 

Radiological instrument evalua- 
tion. 

Field RADEF 
tions. 

RADEF monitoring and data 
evaluation. 

Documentary motion picture on 
RADEF operations. 

Aerial monitoring operations de- 
velopment. 

RADEF training operations. 

Contamination of food, containers, 
and packaging. 

Blast effect on glass vacuum con- 
tainers. 

Contamination of raw agricultural 
products. 

Radiation measurements. 

Documentary photography. 

Public information programs. 

Observer programs. 

Technical observers. 


technical opera- 





1 NTS—Nevada test site; EPG—Eniwetok Proving Ground. 
2 Not yet completed. 
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SUMMARY OF MAJOR TEST FINDINGS 


The significant test findings presented to the subcommittee b 
spokesmen for the Atomic Energy Commission and the Federal Civil 
Defense Administration fall into five major categories: Physical 
effects of blast; radiation factors; radiological countermeasures; bio- 
logical blast hazards; and general considerations concerning protec- 
tive structures. 

These findings are based on the work of CETG to date and repre- 
sent the latest available data for civil defense planning purposes. 
The subcommittee does not attempt to present a complete analysis 
of the findings, but for the information of Members of Congress and 
others interested in the general civil-defense aspects of the atomic 
tests conducted to date, these findings are summarized below. 
Physical effects of blast 

Experiments conducted in the Plumbbob series demonstrated that 
the blast loading which will be produced on ground-level structures 
by a given weapon of known yield can be estimated quite accurately. 
It was also demonstrated that the response of simple structures to 
known blast loadings can be precisely calculated in advance (hearings, 
pp. 28-29). 

Calculations concerning the response of multistory aboveground 
structures, however, are less accurate due to variations in blast load- 
ing produced by the diffraction of the blast wave around the struc- 
ture (hearings, p. 29). 

While it is possible to build aboveground structures which will resist 
relatively high blast pressures, the Nevada tests have demonstrated 
that such structures would be very expensive, and consequently 
justified in only limited situations. 

Some of the disadvantages of aboveground structures were sum- 
marized as follows: 


The most important [disadvantage] is that while most 
structures are designed to carry vertical loads, few, except 
earthquake-resistant structures are designed to take any 
significant lateral loads. 

In addition, blast pressures are even greater on structures 
built with vertical walls above ground than on those built 
flush with the ground, because of the reflected overpressure 
and the drag pressure which loads the aboveground structure. 

Aboveground structures, then, are economically practical 
only for relatively low pressure levels. Although such 
structures can be made to resist high pressure levels as in 
the reinforced-concrete protective vault in Operation Plumb- 
bob * * * the costs of such structure are high enough to dis- 
courage their use except for very special structures (hearings, 
p. 37). 


It was also pointed out that aboveground structures ordinarily do 
not provide adequate protection from prompt radiation. 


H. Rept. 2554, 85-2——-2 
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One of the specific conclusions resulting from Operation Plumbbob 
was that a shelter should be completely below ground. As Mr. Luke 
Vortman of the Sandia Corp. stated: 


Aboveground structures make the least desirable personnel 
shelters. Structures entirely below ground offer the most 
protection (hearings, p. 47). 


Radiation factors 

Factors affecting shelter protection from radiation were discussed 
with the subcommittee by Dr. Payne S. Harris of the Los Alamos 
Scientific Laboratory. 

The two basic classes or types of shelter required for protection 
against radiation are those designed to shield against immediate radia- 
tion and those designed to protect against radioactive fallout. Shel- 
ters for immediate radiation protection must also be designed to with- 
stand the blast and thermal effects of nuclear weapons. 

Dr. Harris discussed several types of variations involved in calculat- 
ing and measuring immediate radiation effects of nuclear weapons and 
summarized the test findings in this respect as follows 


It is now possible to estimate within reasonable limits the 
external nuclear radiation load from neutrons and gamma 
rays on shelters. This can be estimated within reasonable 
limits for bombs of fission type of small to intermediate 
yields. 

It can be estimated at any position with respect to point 
of burst and in relation to any level of pressure or total 
thermal energy. 

Immediate radiation dose in relation to point of detona- 
tion of large thermonuclear weapons cannot be estimated 
with accuracy. Radiation dose produced by fallout can be 
estimated with good accuracy if the meteor ological conditions 
are well known “(he arings, p. 59). 


On the basis of these findings, Dr. Harris concluded that ‘‘optimal’’ 
shelters for protection against thermonuclear multimegaton weapons 
cannot be designed at the present time. This, according to Dr. 
Harris— 

is because of the lack of knowledge of the immediate radia- 
tions themselves and consequent lack of ability to evaluate 
the interrelationships between blasts, thermal and nuclear 
(hearings, p. 60). 


This conclusion, however, does not necessarily mean that shelters 
for protection against multimegaton weapons should not be con- 
structed. Rather, the problem is to learn more about immediate 
radiation hazards in order to devise the most economical shelter 
designs. Accordingly, Dr. Harris recommended further radiation 
studies in connection with large-yvield weapon testing (hearings, p. 60). 


Radiological countermeasures 

Test data relating to radiological countermeasures were presented 
to the subcommittee by Dr. Paul C. Tompkins, Scientific Director of 
the United States Naval Radiological Defense Laboratory. 

In the Plumbhob test series, conducted in 1957, Dr. Tompkins 
and members of his staff conducted a limited operational evaluation 
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of the radiological defense system proposed by the Naval Laboratory. 
This system had been described to the subcommittee at its 1956 
hearings on civil defense and formed an important part of the sub- 
committee’s basic civil-defense recommendations. 

The exercise involved the testing of a manned shelter consisting 
of a standard 25- by 48-foot Navy ammunition storage hut under 
3 feet of earth cover. The shelter was located 1 mile from a 20-kiloton 
weapon detonated from a 500-foot tower. 

The purpose of the exercise was to test the feasibility of having 
personnel remain in shelters during and for several days after a 
nuclear explosion, and then to emerge from the shelters and de- 
contaminate the surrounding area. 

The results of this test were extremely encouraging. The 3 feet of 
earth cover reduced the radiation intensity by a factor of 10,000 and 
the shelter withstood a blast overpressure of 4 pounds per square inch 
(p. ce 

The importance of these facts was illustrated by Dr. Tompkins’ 
observation that the overpressure and radiation levels observed at 
this shelter were approximately equivalent to the conditions under 
which 35 to 40 percent of the people were killed at Nagasaki and 
Hiroshima. 

Dr. Tompkins noted that, based on actual measurements inside 
and outside the shelter, ‘‘if the total dose outside were 10,000 roentgens 
the total dose to personnel inside would have been 1 roentgen’’ 
(hearings, p. 76). He also estimated that the shelter would have 
withstood up to about 10 p. s. i., although it was subjected to only 
4 p.s.i. (hearings, p. 79). 

The experience of the personnel who were inside the shelter when 
the nuclear device was exploded was summed up by Dr. Tompkins 
as follows: 


As far as our reactions were concerned at the time of the 
blast, a little dust kicked down through the ventilator sys- 
tem. The noise of the blast itself was roughly, as Mr. 
Strope put it, like a garbageman dropping a lid on a can in 
the morning, and that was about the extent of it. 

Our operational plan called for us to measure the intensity 
outside to determine when we could come out and, using the 
scraping equipment, clear off a clean area. 

We think this particular project demonstrated that the 
people in this shelter could have been functionally back in 
business on top of the ground in 3 days or less. 

Furthermore, despite the dose rates encountered, the 
actual dosage to the personnel involved in this never ex- 
ceeded or never even came up to the limits established by 
the test organization for permissible exposure (hearings, 
p. 79). 


For general civil-defense purposes, it was noted that the Navy 
shelter can be designed to accommodate 100 persons and that the 
complete shelter, placed underground and equipped with bunks, 
clothing, emergency rations and other necessary equipment and sup- 
plies, would cost approximately $100 per person. 
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Biological blast hazards 


Data produced by the nuclear tests with respect”to biological blast 
hazards were presented to the subcommittee by Dr. Clayton S. White 
of the Lovelace Foundation for Medical Education and Research. 

The detailed findings, as well as a complete summary of experi- 
ments conducted at the Nevada test site, are contained in the hearing 
record (pp. 80-93). At this time the subcommittee will merely list 
the categories of biological blast hazards as outlined by Dr. White 
as follows: 


Primary blast effects which are those associated with 
the various patterns of pressure variation induced by an ex- 
plosion and the interaction of the pressure pulse with struc- 
tures around or near the biologic target; 

2. Secondary blast effects which are those caused by the 
impact of penetrating and nonpenetrating missiles that are 
secondary to the blast; 

3. Tertiary effects incorporating the consequences of phys- 
ical displacement by blast-produced winds; and 

4. Miscellaneous effects which are those involving ground 
shock and sharp accelerations imparted to a buried structure, 
dust whether airborne or arising from the walls of an above- 
or below-surface structure and high temperatures associated 
with compression, aerodynamic he ating, dust and debris and 
blast-produced fires rather than thermal phenomena attrib- 
uted to thermal radiation per se (hearings, p. 81). 


In the judgment of Dr. White, the data accumulated on biological 
blast hazards constitute ‘a potent, almost unassailable argument 
for protective construction.” These data, according to Dr. White, 
also can contribute to the design of shelters for protection against 
such hazards (hearings, p. 91). 


General considerations 


Several general considerations brought to the attention of -the-sub- 
committee in the presentation of test data concern the varying costs 
of shelter protection, shelter problems requiring additional study and 
the nature of the hazard presented by radioactive fallout. 

With respect to costs and levels of protection required, Dr. Nathan 
Newmark of the University of Illinois as well as others presented data 
indicating that the level of protection required will vary greatly 
with only small variations in the size of the weapon or the point of 
detonation. 

Dr. Newmark pointed out that in the case of a 20-megaton weapon a 
structure designed to resist 30-p. s. i. overpressure would fail within 3 
miles of the point of burst; a 100-p. s. i. structure would survive to 
within 1.8 miles of the burst; and an 800-p. s. i. structure would sur- 
vive up to approximately 0. 9 mile (hearings, p. 183). 

This means that the cost of providing protection close in to a large- 
yield burst would be much greater than the cost of such protection 
only a short distance farther away. By reducing the distance from 
3 miles to 1.8 miles the level of protection required is more than 
tripled. A further reduction of the distance by one-half presents a 
requirement for an eightfold increase in the level of protection. 

Similarly, variations in weapon yields will drastically alter the levels 
of protection required at given distances from burst points. 
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These factors raise basic questions as to the levels of protection to 
be sought in any shelter construction program and how best to design 
structures to resist high overpressures. 

Dr. Newmark noted that present knowledge is adequate to permit 
the construction of highly protective structures now, but lack of 
knowledge concerning ‘“‘the behavior of structures in the range ap- 
proaching collapse” restricts our ability to design highly resistant 
structures most economically. In other words, the tendency is to 
design structures with considerable margins of safety simply because 
the exact design criteria required are unknown (hearings, p. 186). 

In summary, Dr. Newmark stated: 


Regarding status of present knowledge, for moderate levels 
of overpressure ranging up to 30 pounds per square inch, 
present knowledge is adequate to permit design of conven- 
tional types of shelters. However, it is possible that more 
ingenious methods of design and construction can be found 
with further study. In the range of overpressures from 30 
to perhaps 200 pounds per square inch the uncertainties are 
greater, and the extent of conservation needed in present 
design procedures is consequently greater (hearings, p. 187). 


The subcommittee observes that the information presented by 
Dr. Newmark in no way suggests that a shelter construction program 
should be delayed until further data are developed. Instead, the 
presentation suggests the desirability of undertaking at least a 
minimum-type shelter construction program while continuing to seek 
ways of designing more economical structures for high overpressure 
resistance. 

In the words of Dr. Newmark: 


* * * the decrease in conservatism that would be possible 
with additional knowledge would repay many times the 
cost of the additional work required to increase our knowl- 
edge of some of the factors of uncertainty which still remain 
(hearings, p. 189). 


Another factor of importance to a possible shelter construction 
program was noted by Dr. Tompkins with respect to radioactive 
fallout patterns. According to Dr. Tompkins, “the major residual 
radiation threat does not occur within the range of physical damage” 
(hearings, p. 210). 

This in effect permits the problems of blast, thermal and initial 
radiation effects to be dealt with separately from those presented by 
longer lasting radioactive fallout. 

With respect to the fallout hazard, the urgent requirement for 
immediate shielding was underscored by data on the extremely rapid 
rate of decay of gamma radiation particles. Dr. Tompkins noted, 
for example, that an exposure rate of 5,000 roentgens per hour (r/hour) 
would be reduced to 310 r/hour at the end of 10 hours, to 55 r/hour at 
the end of 3 days, and to 5.6 r/hour at the end of 2 weeks. A cor- 
responding rate of decay would continue for the remaining life of the 
radioactive particles (hearings, pp. 210-215). 

Assuming an accumulation of from 450 to 600 roentgens to be a 
fatal dose, the need for immediate shielding is obvious. A few 
minutes exposure in the first hours might prove more harmful than 
many hours of exposure several days or a week later. 
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SHELTER STUDIES AND PLANS 


FCDA witnesses have outlined to the subcommittee an impressive 
array of shelter studies conducted and shelter designs actually tested 
in the Nevada series in recent years. 

Mr. Benjamin Taylor, Director of the Engineering Research and 
Development Office, noted that FCDA had been actively studying 
shelters for the past 5 years, and discussed various designs under study 
or already tested. These included numerous fallout shelter designs 
for incorporation in home basements, under family garages and in 
school facilities, as well as designs for blast-resistant shelters and 
vaults of varying types. 

The most recent shelter tests (Operation Plumbbob 1957) were exe- 
cuted at a cost of over $2 million, of which $600,000 was contributed 
by the French and West German Governments. This series included 
tests of dome-shaped concrete shelters, a large reinforced concrete 
underground parking garage, 5 French and 9 West German under- 
ground shelters, as well as FCDA-designed family blast shelters and 
shelter components. 

The subcommittee examined some of these shelters while being con- 
structed and others after they had been tested in the Plumbbob 
exercise. 

Altogether, the Plumbbob exercise consisted of 10 programs, 54 
projects and 250 shot participations and involved a peak strength of 
400 technical and staff personnel. 

Based on the presentations of FCDA representatives and other 
witnesses, and from the evidence personally examined, the subcom- 
mittee is convinced that enough technical information has been 
accumulated to enable the Nation to embark on a substantial shelter 
construction program. Although continued shelter studies and tests 
will be required for further refinement of data. we are now technically 
in a position to commence a definite program. The fundamental 
question now remaining is what type of program shall be adopted. 

Assistant FCDA Administrator Gerald Gallagher advised the sub- 
committee that the FCDA presented a proposed national shelter 
program to the President on December 21, 1956. This proposed 
program, according to Mr. Gallagher, has been under study by other 
Federal agencies since that time, and pending the adoption of a 
definitive policy by the Administration, the FCDA was “pushin 
research and development in the shelter field as rapidly as staff and 
funds * * * permitted” (hearings, p. 96). 

The program proposed by FCDA in 1956 was a combination blast 
and fallout shelter system. The extent of blast protection recom- 
mended was on the order of 30 p. s. i. 

Noting that the FCDA would “adjust to policy as it emerges,”’ Mr. 
Gallagher set forth the following rationale of 30 p. s. i. blast protection: 


This had the elements of feasibility as we saw them then. 
The highest level of protection we proposed was 30 pounds 
per square inch in blast protection. This begins to get mto 
the area of rapidly decreasing return from the standpoint 
of investment in relation to what you get for it. What I 
mean is that the pressure-distance curve, it can be demon- 
strated, at the 30 pounds per square inch level begins to shoot 
up rapidly so for relatively short distances toward ground 
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zero, which implies a relatively small area, you spend a great 
deal of money to get an additional level of protection, so at 
that time we said that the 30 pounds per square inch seemed 
to be a reasonable, feasible compromise. Our program was 
essentially a combination of 30 pounds per square inch 
shelters and fallout shelters (hearings, pp. 88-89). 


Mr. Gallagher further asserted that FCDA has “been prepared 
* * * to design and build efficient and effective shelters since the time 
we made the proposal on the construction program.” Noting that, 
in his view, ‘“‘we ought to have blast shelter,’”’ he stated that FCDA 
was waiting for a policy decision at a higher level (hearings, p. 98). 


FCDA “NATIONAL SHELTER POLICY” 


Five days after Assistant Administrator Gallagher testified on 
the comprehensive shelter construction program proposed by FCDA 
in 1956, FCDA Administrator Leo Hoegh advised the subcommittee 
that a new national shelter policy had been adopted by the Adminis- 
tration. 

Administrator Hoegh stated: 


These several analyses and studies have indicated that 
there is a great potential for the saving of life by fallout 
shelters. In the event of a nuclear attack on this country, 
fallout shelters would offer the best single nonmilitary defense 
measure for the protection of the greatest number of people. 

Furthermore, a nation with adequate fallout protection is 
a nation which would be more difficult to successfully attack. 
This fact alone would substantially lessen the temptation of 
an aggressor to launch an attack. 

The Administration’s national civil-defense policy, which 
now includes planning for the movement of people from 
target areas if time permits, will now also include the use of 


shelters to provide protection from radioactive fallout 
(hearings, p. 394). 


To carry out this newly established policy, Governor Hoegh stated 
that the Administration would undertake certain measures, which 
may be briefly summarized as follows: 

(1) Step up information and education programs to acquaint the 
American people with the nuclear fallout hazard and with possible 
measures of self-help. 

(2) Initiate a survey of existing structures on a sampling basis to 
determine their capabilities for protection against fallout. 

(3) Accelerate research and perfect designs for incorporating fallout 
shelters in existing and new buildings. 

(4) Construct a limited number of prototype shelters in under- 
ground garages, school buildings and other structures or institutions 
for testing and demonstration, and possibly for dual (peacetime) use. 

(5) Incorporate fallout shelters in new Federal buildings, by way 
of example to State and local governments. 

This in sum and substance is the ““New Shelter Policy” announced 
by Governor Hoegh in the course of his testimony before the 
subcommittee. 

There is little in this program that is new. It is not the program 
outlined to the Administration by Gov. Val Peterson, who preceded 
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Governor Hoegh as head of the FCDA. In place of a nationwide 
shelter construction program, as recommended by the subcommittee, 
it proposes measures of education and demonstration for self-help by 
individuals and by local communities. This is a demonstration pro- 

am, not a shelter construction program. As Governor Hoegh put 
it: “There will be no massive federally financed shelter construction 
program” (hearings, p. 395). 


DEPARTMENT OF DEFENSE SHELTER POLICY 


Shelter construction activities of the Department of Defense are 
directed mainly to measures designed to protect active military 
facilities and personnel engaged in operational missions. Other pro- 
tective measures employed by the military are dispersal, alert, 
duplication and camouflage. 

Casirent policy on protective construction was presented to the 
subcommittee by Mr. Hugo Facci of the Department of Defense as 
follows: 


This protection must be justified on the basis of an opera- 
tions analysis; the level of protection must be supported by 
a target analysis. The operations analysis will establish the 
equipment and personnel which are really essential to carry- 
ing out the mission during a specific period of time. 

The target analysis determines the “survival probability” 
for the mission on the basis of the size of weapon, error of 
delivery and the level of protection. For any assumed 
attack, the “survival probability” increases with the level of 
protection. This latter may vary from high overpressure 
values to fallout protection only. , 

The priority by which protective construction projects 
are approved and carried out depends upon the strategic 
importance of the operational mission which is protected. 
The highest priority items, obviously, are the elements 
of the retaliatory force, with comparable or lower priority 
on command centers, vital communications, active defense 
aircraft and missiles, and so forth (hearings, p. 272). 


In further testimony protective construction was characterized by 
Mr. Facci as “primarily an operational requirement.’ As such, 
it was said to be: 


* * * part and parcel of the equipment and _ personnel 


with which it is associated in the same way that armor is 
part of a tank. It must fit the operational requirements 
of the equipment and personnel. In other words, it is an 
integral part of a weapons system. Its function is to assure 
that the weapon can carry out its mission, not to preserve it 
for posterity (hearings, p. 272). 


In general, the objective of the military with respect to protective 
construction is to achieve the same level of protection for each element 
of a weapon system, thus assuring that no ‘‘weak link” will render 
an entire system inoperative as a result of relatively minor damage. 

To illustrate this point, Mr. Facci observed that 
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A completely sheltered missile may be saved, but will never- 
theless be useless if the nearby radar guidance equipment 
has been damaged- or destroyed, and cannot be replaced 
readily (hearings, p. 273). 


In support of its military needs, the Department of Defense has 
participated in all nuclear weapons tests to date and has conducted 
extensive studies on the effects of the two atomic weapons used 
against Japan. 

In the most recent test series (Operation Plumbbob) the Department 
of Defense conducted 9 projects on structures and 11 projects on basic 
effects data. 

As reported in earlier reports by this subcommittee, the Navy’s 
Radiological Defense Laboratory at Hunter’s Point, Calif., has been 
engaged in studies of nuclear weapons effects and countermeasures 
since 1946. This laboratory—whose work has been utilized by all 
three military services as well as by the Atomic Energy Commission 
and the Federal Civil Defense Administration—is, in all probability, 
the foremost source of radiological defense data in the world. 

Nevertheless, the extent to which the Department of Defense has 
applied these data and resources toward the actual construction of 
facilities and the adoption of protective measures for personnel is 
extremely limited. Action to date has been restricted largely to 
engineering design studies. 

Specifically, the Air Force has developed fallout shelter designs and 
conducted overseas underground site studies; the Army has developed 
“preliminary designs” of aboveground and belowground blast-resistant 
structures and has conducted studies and surveys of underground 
structures and existing mines and caves in the United States; and 
the Navy has adopted a “slanting” policy for new construction and 
has issued layouts and engineering instructions in support of this 
policy. 

Mr. Facci indicated that the Department of Defense now has all 
the information required to build personnel shelters resistant to over- 
pressures ‘‘in the area of 200 pounds per square inch.” He also stated 
that “order of magnitude” budget estimates had been drawn up for 
military personnel protective construction, but the program “ran into 
the stone wall of a relatively fixed and limited construction budget” 
(hearings, p. 273). 


RADIOLOGICAL DEFENSE RESEARCH 


Radiological defense consists of measures designed to reduce the 
nuclear radiation effects which might result from an enemy attack. 
Two basic ways of accomplishing this are: (1) to reduce the exposure 
of people, and (2) to reduce the biological damage caused by exposure 
to radiation. 

Mr. Jack Greene, Director of the Physical Sciences Office of FCDA, 
presented to the subcommittee a summary of the FCDA research 
effort in radiological defense. This effort is devoted primarily to 
the reduction of exposure to radiation, the feeling being that this 
approach “has a higher anticipated payoff” (hearings, p. 193). 

Marked improvements in the effectiveness with which radiation 
casualties might be treated, according to Mr. Greene, “‘probably will 
not occur without considerable future research” (hearings, p. 194). — 
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The primary technique of reducing exposure to radiation is the 
provision of fallout shelters, which, as Mr. Greene stated, 


constitute the only real protection there is against the 
probable high levels of gamma radiation that would prevail 
following a nuclear attack (hearings, p. 193). 


Another important approach to the reduction of exposure, and one 
which has been the subject of research by the military, is the decon- 
tamination of areas affected by radioactive fallout. 

The principal FCDA effort in this field has been undertaken by the 
Naval Radiological Defense Laboratory, which is also carrying out 
further studies of radiation effects and methods of treating radiation 
casualties. 

Other Federal agencies participating in radiological defense re- 
search under agreement with FCDA are the National Bureau of 
Standards (radiation physics and instrument development and evalua- 
tion), the Atomic Energy Commission (weapons tests participation, 
shelter improvisation and aerial survey instruments) and the United 
States Weather Bureau (fallout forecasts and wind data research). 

Private institutions working under contract with FCDA on radio- 
logical defense include the University of California, the Stanford Re- 
search Institute, Technical Operations, Inc., and the Engineer Re- 
search and Development Laboratory.’ 

Of all radiological defense research being conducted in the United 
States, probably the most important is that being carried out by the 
Naval Radiological Defense Laboratory. NRDL has participated in 
every phase of radiological defense of interest to the Department of 
Defense and has conducted considerable research and analytical work 
pertinent to broader civil defense planning with respect to radiologi- 
cal countermeasures.* 


CIVIL DEFENSE AS A STRATEGIC CONCEPT 


The strategic role of civil defense as a part of the total national 
defense effort was outlined in the testimony of Dr. Ellis A. Johnson, 
Director of the Operations Research Office of the Johns Hopkins 
University. 

According to Dr. Johnson, whose organization has conducted an 
extensive study of defense against aircraft and missiles,® civil defense 
is one of the three basic elements of national defense against a thermo- 
nuclear attack. The other two elements are active defenses (which 
include surface-to-air missiles, interceptor aircraft, antisubmarine de- 
fense and antimissile defense) and active retaliatory military forces 
(hearings, p. 245). 

Dr. Johnson emphasized that the main deterrent to a possible 
Soviet attack against the United States will continue to be our stra- 
tegic attack forces, but noted that air defenses and civil-defense 
measures can add to this deterrent by reducing the probable effects 
of such an attack against the United States. Air defenses can reduce 
the number of weapons that might fall and civil defense can reduce 
the effectiveness of those weapons which penetrate the air defenses. 


3 See chart of radiological defense research sponsored by FCDA, hearings, p. 196. 

4 See testimony of Dr. Paul C. Tompkins, hearings, pp. 203-213. 

6 Defense of the United States Against Aircraft and Missiles, classified report prepared by the Operations 
Research Office for the Department of the Army, August 1957. 
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In this way, air defenses and civil-defense measures represent an 
added deterrent and thus become an important strategic factor. 
While the purpose of United States strategic attack forces is to deter 
aggression by posing a threat of severe punishment, the deterrent 
function of air defenses and civil defense is to make any attack on 
this country as costly as possible for the enemy, both in terms of 
losses suffered by attacking forces and in terms of the level of attack 
required to achieve a given degree of destruction in this country. 

With respect to specific civil-defense measures, Dr. Johnson 
expressed a conviction that fallout shelters are indispensable to our 
overall deterrent structure. Noting that a perfect active defense 
is impossible, he stated: 


* * * after the bombs fall, the only protection is the 
shielding factor of a fallout shelter. Such shelters can save 
an additional 10 million to 50 million lives; and that, it 
seems to me, is a situation where the strategic retaliatory 
forces and the active defenses do not compete in civil defense. 
Civil defense against fallout performs a function that is 
not performed by anything else (hearings, p. 256). 


The subcommittee is in complete agreement with this viewpoint. 
Civil defense is important as a strategic concept in terms of both 
deterrence and survival. This new dimension of civil defense should 
be reflected not only in national civil-defense planning but also in the 
formulation of broader national security policy. 


THE RAND CORP. STUDY 


Although the RAND Corp. did not present testimony to the sub- 
committee, it did submit for the hearing record an advance copy of 
its Report on a Study of Nonmilitary Defense. This study was sup- 
ported by funds of the corporation and is not a part of any project 
sponsored by the Air Force or any other Federal agency having con- 
tracts with the corporation. 

The RAND report, the full text of which is contained in the ap- 
pendix of the subcommittee hearings, presents a fresh and realistic 
approach to the entire problem of nonmilitary defense in the United 
States. Its principal conclusions are that: (1) the effects of an enemy 
attack could be greatly reduced by nonmilitary defense measures; (2) 
the reorientation of present programs and the proper management of 
existing assets could substantially increase tensive preparedness 
at a modest cost; and (3) certain long-term nonmuilitary defense 
measures, if initiated promptly, would develop an invaluable degree 
of built-in nonmilitary preparedness for the United States. 

Promising possibilities 


Summarizing the results of its technical study and analysis, the 
report stated: 


The major conclusion of this study of nonmilitary defense 
is that there are more promising possibilities for alleviating 
the disaster of a nuclear war dha have been generally 
recognized. There appear to be possibilities of providing 
inexpensive fallout protection for people outside blast areas, 
of constructing blast shelters capable of standing up to 
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thousands of p. s. i., of carrying out strategic or tactical 
evacuation if sufficient warning is available, of limiting the 
long-term biological damage to the population resulting from 
total radiation, of adopting countermeasures to contain the 
strontium 90 problem even after very large attacks, of assur- 
ing a minimum supply of food immediately after the attack, 
of reconstructing destroyed industrial capital within much 
less than a generation, and of integrating nonmilitary 
defense measures with other aspects of national defense. 
Moreover, some hypothetical nonmilitary defense systems 
which have been examined appear to. be capable of saving 
tens of millions of lives in the face of conceivable enemy 
attacks, and of preserving a foundation for meeting long-run 
radiation hazards and for postattack economic recuperation. 


In view of the uncertainty surrounding these promising possibilities, 
both as to performance and cost, the report recommended that alterna- 
tive nonmilitary defense systems be “evaluated in conjunction with 
other elements in the United States national-defense posture’”’ and 
that ‘“‘a serious research, development, and planning program’’ in 
nonmilitary defense be undertaken. Such a program, it was added, 
should be sufficiently detailed and concrete so that a comprehensive 
nonmilitary defense system, if later decided upon, could be initiated 
quickly. 

In support of this recommendation the RAND report suggested a 
research, development and planning program budget of $200 million 
spread over a 2- or 3-year period.® 


Present programs and assets 


A substantial increase in nonmilitary defense capability, according 
to the RAND study, could be achieved at modest cost simply by 
reorienting present programs and the management of existing assets. 
As a general policy, the report suggests the introduction of “fairly 
inexpensive possibilities” up to an additional cost of about $300 
million. These measures, which might in themselves save millions 
of lives, could be phased into any comprehensive program adopted 
at a later date. 

The specific measures recommended in the RAND report are: 

(1) Planning in Government civilian agencies to be oriented to a 
short thermonuclear war. 


The objective should be to protect civilians, aid their sur- 
vival, and rebuild the economy, rather than to mobilize 
war production to support a large overseas army. 

(2) Management of existing stockpiles to be reoriented to support 
nonmilitary defense »s far as practicable. The $20 billion worth of 
industrial raw mater als, machine tools, obsolete military stocks and 
surplus agricultural commodities now owned by the Government 
should be processed and stored or relocated to protect them for 
possible nonmilitary defense purposes. 

(3) Current nonmilitary defense programs to be reoriented to 
emphasize— 


* See table of suggested projects, hearings, p. 496. 
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improvised fallout protection, procurement and distribution 
of radiation meters, and arrangements for strategic and tac- 
tical evacuation of large cities. 


Long-term measures 


Inasmuch as certain essential measures of a comprehensive non- 
military defense program would produce results only after a period of 
years, the RAND report suggests that such measures be identified 
and initiated as soon as poeuible. 

As examples, the report lists (1) the creation of suitably located 
mine space; (2) the establishment of a War Damage Equalization 
Corporation to sell insurance to financial and business firms and 
private individuals, with funds being invested in nonfood stockpiles, 
industrial shelters ‘“‘and other measures which would increase the real 
assets available after a war;” (3) guidance to private professional 
organizations which might assist in developing nonmilitary defense 
preparedness; and (4) long-term plannin by independent full-time 
staffs in Government civilian agencies to Lia current agency opera- 
tions abreast of military and technical developments. 


CIVIL DEFENSE SHELTERS IN SWEDEN 


The most realistic civil-defense program examined to date by the 
subcommittee is the one now in effect in Stockholm, Sweden. The 
principal feature of the Swedish program is an extensive underground 
atomic shelter system. 

Throughout the principal population areas of Sweden large civil- 
defense shelters have been constructed deep inside solid granite for- 
mations. These shelters have been planned and fitted out for peace- 
time use as garages, storage space, industrial sites, school gymnasiums, 
vocational training facilities and other uses. 

In addition, new houses built in Sweden are required to include 
suitable basement shelters, and residents of older homes without shel- 
ters are required to contribute toward the cost of public shelters which 
would be available to them. 

The large group shelters in Sweden are usually constructed by tun- 
neling into steep mountain sides. Entrances to the shelters are at 
street level, with access tunnels gradually sloping downward. The 
shelters are fully equipped with separate blast-resistant and gas-proof 
doors, air filters, power generators and communications facilities and 
elevators, where needed. 

Three types of shelters inspected by the subcommittee were a single- 
purpose civil-defense shelter, a dual-purpose underground parking 
garage and service station, and an underground factory. 

The single-purpose civil-defense shelter, located approximately 60 
feet below the street surface inside a large rock formation, is used by 
both military and civil-defense officials as an operations control center 
for the city of Stockholm. It is a multilevel structure, serviced by 
elevators, and is in a constant state of readiness. 

The underground parking garage and service station visited by the 
subcommittee is presently operated by a private company on a 35- 
year lease. The total construction cost of the structure was shared 
40 percent by the private company and 60 percent by the Govern- 
ment. In event of an atomic attack this shelter would offer protec- 
tion for 20,000 people for a considerable period of time. 
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The underground factory visited by the subcommittee was built in 
1944 and has been modified in recent years to withstand the effects of 
nuclear weapons. Occupying some 38,000 square feet of space 
several hundred feet deep inside a granite rock formation, this struc- 
ture features shock absorbing pockets, blast and gas resistant doors 
and an air pocket between the rock formation and the building itself. 

The subcommittee was informed that the initial additional con- 
struction costs for the underground factory were almost balanced 
by the long-term savings in maintenance and operating costs. 

In conferences with Swedish civil-defense officials the subcommittee 
was informed that the underground shelters constructed to date offer 
eee for approximately 20 percent of the total population of 

weden. The subcommittee was further advised that shelter con- 
struction was continuing and that a special committee had recently 
been appointed by the Government to formulate a comprehensive 
radiological defense system for Sweden. 

The subcommittee was impressed by the seriousness and determi- 
nation with which the Swedish civil-defense officials have undertaken 
their ambitious tasks. In the opinion of the subcommittee the Swed- 
ish program might well serve as an example for possible shelter 
programs in the United States. 


SUBCOMMITTEE’S CONCLUDING OBSERVATIONS 


Evidence presented to the subcommittee to date shows that the 
Federal Government now has sufficient technical data to begin a 
comprehensive shelter construction program and to develop a far- 
reaching radiological defense system. 

The recent shelter tests conducted by the Atomic Energy Com- 
mission and the Federal Civil Defense Administration have served 
to prove out the previous recommendations of this subcommittee as 
well as those of the Operations Research Office of the Johns Hopkins 
University, the Rockefeller Special Studies Panel, the United States 
Naval Radiological Defense Laboratory and the President’s special 
advisory committee known as the Gaither group. 

Notwithstanding the large accumulation of technical data from 
nuclear tests conducted over a period of 8 years and the shelter 
recommendations presented to the President by the Federal Civil 
Defense Administration in 1956, the executive branch does not favor 
direct Federal action to construct public civil-defense shelters except 
for purposes of test and demonstration. 

Under the new national shelter policy announced by Governor 
Hoegh at the subcommittee hearings on May 7, 1958, the Federal 
Government will build approximately 40 prototype or sample fallout 
shelters and will incorporate fallout shelter protection in the con- 
struction of new Federal buildings. 

Beyond this, shelter construction is regarded as a task to be borne 
by the States and localities or by individual homeowners or industrial 
enterprises. The Federal Government will only set the example and 
encourage the American public to provide for its own protection. 

The subcommittee favors education and demonstration for self-help. 
The national shelter policy at least recognizes that atomic shelters are 
essential to civil defense. But the subcommittee will not lend its 
endorsement to any pretense that this policy promises nationwide 
protection against nuclear weapons effects in the forseeable future. 








ATOMIC SHELTER PROGRAMS 19 


Consider, for example, the proposed incorporation of fallout 
shelters in new Federal buildings. Unless fallout protection is also 
incorporated in existing Federal buildings, the vast majority of our 
Federal employees and residents near those buildings will be without 
fallout protection. 

The minimum atomic shelter program, from a cost standpoint, is 
concerned only with fallout shelters; it puts aside any thought of pro- 
tection against blast and burn effects of nuclear weapons, which pro- 
tection is feasible but much more expensive. 

The minimum fallout shelter program, from a Federal cost stand- 
point, is not to finance and construct shelters for the public at large, 
but to encourage individuals, families and communities to finance and 
construct their own. 

The national shelter policy announced by Governor Hoegh is the 
minimum, as far as a nationwide shelter program is concerned. 

The subcommittee is, and always has been, very frank and forth- 
right about civil-defense needs because we are confronted with the 
grim, brutal reality of the nuclear threat. An ostrichlike policy will 
not save American lives and property. Self-help cannot provide 
nationwide protection against the deadly effects of exploding nuclear 
bombs any more than ‘self-help can build the bombs. Unless the 
Federal Government accepts the major responsibility for planning, 
financing and building atomic shelters, we will have no effective civil- 
defense program. 

There is in the United States today a vast and dangerous gap 
between civil defense as it is and civil defense as it should be. 

Civil defense should be a highly advanced concept keyed to the 
enormous destructive power of nuclear weapons. This concept 
assigns to civil defense an important strategic role in helping to deter 
nuclear attack and to minimize its ravages if such attack should come. 

For the past 3 years, this subcommittee has endeavored to help 
bridge this gap by critically pointing out the archaic and wholly 
inadequate state of existing civil defense and by bringing to public 
attention the advanced thinking of those experts and informed persons 
who know the Nation’s danger and its needs. 

The subcommittee has tried to combat apathy and a feeling of 
helplessness in a public inured to the horrors of nuclear war ‘and 
convinced that its destructiveness cannot be overcome. The crucial 
but little recognized fact is that effective measures can be taken, that 
lives and property can be conserved in the face of nuclear attack, 
providing the Nation is willing to pay the price and to take the 
necessary action. 

To a certain extent the FCDA, now the Office of Defense and 
Civilian Mobilization, has been edging away from old and outmoded 
concepts of civil defense, but to date it has not been bold enough to 
embrace the new concept. Budgetary limitations have restricted the 
efforts of FCDA and in general have tended to dampen enthusiasm 
for more realistic civil defense planning by that agency. 

Even those expenditures made to date by the FCDA have had 
limited effect because planning is not comprehensive, systematic and 
progressive toward clearly defined goals. Large sums invested in 
stockpiles of medical supplies and civil-defense equipment, for 
example, are not cumulatively valuable if other essential measures 
are not taken to safeguard these supplies and the people who will 
use them in a nuclear environment. 
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The immediate need of civil defense is not vast monetary outlays, 
but intelligent and systematic planning based upon a careful appraisal 
of our national resources and the means of mobilizing them for 
defense against nuclear attack. As the studies of the RAND Corp. 
and others persuasively suggest, relatively modest expenditures can 
yield large and increasing returns so long as these expenditures are 
well plac ed and the efforts properly directed. 

Those who dwell on the high cost of protective measures and the 
rigors of life in a postattack world, merely because they are opposed 
to any action, do not understand the efficacy of the measures that 
can be taken and their cumulative value in an integrated civil-defense 
program. 

In this respect, the RAND study goes to the heart of the matter 
when it calls attention not merely to what would be lost in the event 
of a major enemy attack, but also to what could be saved by an 
intelligent and reasonable civil-defense effort. To save over 90 per- 
cent of the population and restore the preattack American standard 
of living in less than 10 vears after a nuclear assault should be sufficient 
incentive to give civil defense its rightful place in the defensive 
system of the United States. 

It is abundantly clear to this subcommittee that civil defense can 
no longer be considered as a separate problem, left largely to the 
disparate efforts and devices of individuals and communities. The 
same basic set of circumstances that prompted the Gaither group to 
consider civil-defense shelter requirements in the context of national 
security, led the subcommittee earlier to the inescapable conclusion 
that a civil-defense concept and system can be meaningful only within 
the broader perspective of national security, which includes military 
and foreign policy measures. 

This applies to the American military strategy of attempting to 
deter Soviet aggression. 

In the words of the Rockefeller Special Studies Panel: 

Deterrence, in short, depends on a combination of power and 
will. The factor of power requires a retaliatory capability suffi- 
cient to overcome any enemy defense, and as invulnerable as 
possible to surprise attack. The factor of will may hinge im- 
portantly on a reasonable combination of active and passive 
defense measures. An enemy who felt confident that he could 
disrupt and disorganize our society while preserving the sub- 
stance of his own might be tempted to launch an all-out blow. 
Conversely, the ability to afford reasonable protection to our 
population may enable us to act with firmness and resolution 
in times of crisis. In the age of the ballistic missile the known 
capability of a society to withstand attack will become an 
increasingly important deterrent.’ 


Unless this Nation’s riches—its people and its resources—are rea- 
sonably protected from nuclear assault, our deterrent threat of nuclear 
retaliation inevitably is discounted by the enemy. The great danger 
is that our strategy of deterrence might fail. 

In that event nuclear weapons might fall on our unprepared people. 
Our own Nation would be largely destroyed, regardless of the damage 
we might inflict on the enemy. 


7 International Security—The Military Aspect, Special Studies’ Panel II report, Rockefeller Bros. 
Fund, Inc., 1958, p. 46. 
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This subcommittee, from personal observations and from informa- 
tion furnished by agencies of our own Government, concludes that 
the Soviet Government has an extensive civil defense system. 

We dare not do less than the Soviet Union in civil-defense prepared- 
ness and we must do more if the strategy of deterrence is to have 
full meaning and effect. 

The supreme irony of civil defense in the United States is that the 
American people and many of their elected and appointed policy 
officials refuse to accept the distasteful facts of reality simply because 
they are distasteful. And by refusing to accept and deal with these 
facts we compound the very danger we seek to avoid. 

The striking fact is that the subcommittee’s pioneer studies and 
investigations in the civil-defense field, and the basic soundness of 
its recommendations, have been recognized and reaffirmed by the 
findings of every group of national standing which has examined 
defense needs in the nuclear age. 

We believe that until the Administration and the Congress can be 
persuaded to act upon these recommendations our country stands in 
mortal danger. 

We are confident that if the American people are fully and forth- 
rightly informed of the danger and the need, and are presented with 
a sensible and workable civil defense program, they will support their 
Government’s efforts. 

Given such a national program, the American people, individually 
and through their communities, will be able to take measures of 
self-help which add to national strength and give firm underpinnings 
to our leadership in the free world. 


ADDITIONAL VIEWS OF HON. CLARE E. HOFFMAN 


While the subcommittee makes no specific recommendations, it does 
state its conviction (report, p. 10) “* * * that enough technical 
information has been accumulated to enable the Nation to embark on 
a substantial shelter construction program.”’ 

And again (report, p. 18) ‘““* * * the Federal Government now has 
sufficient technical data to begin a comprehensive shelter construction 
program and to develop a far-reaching radiological defense system. 

The subcommittee states categorically that (report, p. 19) ‘Unless 
the Federal Government accepts the major responsibility for planning, 
financing and building atomic shelters, we will have no effective 
civil-defense program.”’ 

The juxtaposition of these statements with a reference to previous 
recommendations of the subcommittee justifies the inference that 
here is a restatement of certain of those recommendations. The 
report states (report, p. 18): ‘The recent shelter tests conducted by 
the Atomic Energy Commission and the Federal Civil Defense Admin- 
istration have served to prove out the previous recommendations of 
this subcommittee.”’ 

Lest the impression arise that these recommendations were orig- 
inally adopted by the Committee on Government Operations without 
dissent and are now unanimously reaffirmed, permit me to point out 
that a minority report was filed with them at that time (minority 
report, 24th intermediate report of the Committee on Government 
Operations, H. Rept. No. 2946, 84th Cong., 2d sess.). 
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That position of dissent was restated in a subsequent report of the 
subcommittee (minority views, 8th report by the Committee on 
Government Operations, H. Rept. No. 839, 85th Cong., 1st sess.) and, 
finally, as recently as June 12, 1958, after the subcommittee had com- 
pleted the atomic shelter hearings, minority members of the Com- 
mittee on Government Operations filed additional views to yet another 
of this subcommittee’s reports in which they stated in part as follows: 

‘The undersigned expressed views on the subject of civil defense in 
House Report No. 839 of the 85th Congress, Ist session, as minority 
views on the 8th report by the Committee on Government Opera- 
tions entitled “Status of Civil Defense Legislation,’ reported to the 
House on July 22, 1957. Nothing contained in the hearings, the 
current report, or in the discussion in the committee consideration of 
the report has caused the undersigned to modify the views on the 
subject of civil defense which were expressed on pages 28-29 of House 
Report No. 839.” (26th report by the Committee on Government 
Operations, H. Rept. No. 1874, 85th Cong., 2d sess.). 

The writer is of the same opinion still. 

Criare E. Horrman. 


O 
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by its Government Information Subcommittee. 

Wituram L. Dawson, Chairman. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTY-FIFTH REPORT 


SUBMITTED BY THE SPECIAL GOVERNMENT INFORMATION 
SUBCOMMITTEE 


On August 6, 1958, the Committee on Government Operations had 
before it for consideration a report of its special subcommittee entitled, 
“Availability of Information From Federal Departments and Agencies 
(Progress of Study, February 1957—July 1958).” 

After consideration of the report as submitted by the subcommittee, 
upon motion made and seconded, the report was approved and 
adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


I. INTRODUCTION 


This is the fifth report on the work of the special Subcommittee on 
Government Information since it was chartered on June 9, 1955, by 
Hon. William L. Dawson, chairman of the House Committee on 
Government Operations. Chairman Dawson, in his charter letter to 
Congressman John E. Moss, directed a study of charges that Federal 
agencies have withheld information from those entitled to receive it. 
The study was to cover all levels of the Federal executive and in- 
dependent agencies to determine the “propriety, fitness, and legality” 
of information practices. To emphasize the importance of the study, 
Chairman Dawson wrote: 


An informed public makes the difference between mob rule 
and democratic government. If the pertinent and neces- 
sary information on governmental activities is denied the 
public, the result is a weakening of the democratic process 
and the ultimate atrophy of our form of government. 
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Chairman Dawson directed the special Subcommittee on Govern- 
ment Information to report its findings to the full committee. 

A report submitted on July 27, 1956 (H. Rept. 2947, 84th Cong., 
2d sess.) covered the initial developments in the study of Federal re- 
strictions on the people’s right to know. An additional progress 
report was submitted on February 22, 1957 (H. Rept. 157, 85th Cong., 
ist sess.). A report submitted on April 22, 1958 (H. Rept. 1619, 85th 
Cong., 2d sess.) covered the particular problems posed by excessive 
Federal restrictions on scientific information, and a report submitted 
on June 16, 1958 (H. Rept. 1884; 85th Cong., 2d sess.) covered the 
subcommittee’s study of restrictions on information from the Depart- 
ment of Defense. In addition to these four reports on the subcommit- 
tee’s work, a special report was submitted on March 6, 1958, in support 
of H. R. 2767, a bill to prevent the continued misuse of the so-called 
housekeeping statute (5 U. S. C. 22) as a claim of authority to 
restrict information (H. Rept. 1461, 85th Cong., 2d sess.). 

While the subcommittee conducted the hearings and studies which 
resulted in the conclusions and recommendations in the above reports, 
it continued work on scores of other complaints from Congress and 
the public about Federal restrictions on information. The restrictions 
ranged from ridiculous denials to grave disregard of the people’s right 
to know. They expose the arbitrary attitude of too many Federal 
officials who believe that they, not the public nor the Congress, should 
control all the information necessary to guide the Government of the 
United States. 

The details of some of the specific complaints handled by the sub- 
committee in the past 18 months are set forth in this report, along 
with the results of the subcommittee’s contacts, by letter or conference, 
with 13 Federal departments and agencies. These cases have been 
selected from among the many complaints—from the Congress, 
industry, labor, scientists, State and Federal employees, the press, 
and others—in order to show the variety of problems encountered by 
the Congress and the public in seeking information about the Federal 
Government. 

This report also covers studies in three areas of special interest in- 
volving Federal restrictions on information. First is a study of con- 
tinued complaints that military officials are assuming police power at 
military accident sites in civilian areas outside their jurisdiction. 
Second is a partial study of specific restrictions on information to 
Congress. Third is a study of the availability of information about 
Federal loan programs. 

Work is continuing in most of the areas included in this report. 
Many additional complaints about restrictions on Federal informa- 
tion still are under study. Legislative action taken during the 85th 
Congress in an effort to remedy some of the shortcomings in the avail- 
ability of Federal information will be covered in subsequent reports. 


II. SUMMARY 


Too often, the initial reaction of Federal officials faced with a request 
for information appears to be “when in doubt, don’t give it out.” If 
the request is backed up by insistence on a logical reason for the refusal 
and a demand for the citation of specific legal authority, the restriction 
often is removed. Convincing Federal officials that the public does 
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have a right to know about the public’s business is, however, a long, 
complicated—and sometimes unsuccessful—process, as shown by the 
instances of refusal of Federal information detailed in this report. 
Summarizing the cases, unjustifiable restrictions were removed in the 
following instances: 

1. The Agriculture Department eliminated censorship provisions 
from a directive setting up rules for cooperation with newanead and tele- 
vision film producers. (See sec. III.) 

2. The Office of Strategic Information in the Department of Com- 
merce, which sought to block the dissemination of nonsecurity infor- 
mation finally was abolished when Congress cut out funds for the 
agency. (See sec. V—A.) 

3. The Bureau of Foreign Commerce in the Department of Com- 
merce rescinded a regulation which had impaired international scien- 
tific communication by requiring scientists’ to stamp an export license 
notation on nonsecurity mail to foreign colleagues. (See sec. V—C.) 

4. The Air Force declassified statistics about the number and use 
of “administrative” aircraft which ferry officials around the globe. 
(See sec. VI-A.) 

5. The Army declassified a section of a retired serviceman’s per- 
sonnel file which had been refused to the serviceman as “‘Confidential.”’ 
(See sec. VI-B.) 

6. The Defense Department declassified the portion of a list of 
Army missile contractors and subcontractors showing intercorporate 
relationships. (See sec. VI-C.) 

7. The Army removed both the ‘‘For Official Use Only”’ restriction 
and the “need-to-know” requirement from a pamphlet containing 
public statements by Army officials. (See sec. VI—-D.) 

8. The Army removed the “For Official Use Only’’ label from a 
directive restricting public comments by Army Ordnance personnel 
about missiles and satellites. (See sec. VI-E. 1.) 

9. The Air Force rescinded a generalized warning, issued at a 
California Air Force base, against public discussion ‘of “‘official mat- 
ters’”’ or of “any’’ military information. (See sec. VI-E. 2.) 

10. The Army explained that contractors had been denied infor- 
mation on a nonclassified construction project “through a misunder- 
standing”’ and promised to take “steps” to prevent a repetition of the 
denial. (See sec. VI-H.) 

11. The Foreign Claims Settlement Commission revised a require- 
ment that employees swear never to divulge any “administratively 
controlled” information. (See sec. VII.) 

12. The General Services Administration dropped plans to require 
ie 8g. oo to swear they would not divulge ‘‘administra- 
tively controlled” information. (See sec. VIII-A.) 

13. The General Services Administration changed regulations gov- 
erning Federal public buildings so that news photographers no longer 
need permission of building custodians before taking pictures in public 
areas. (See sec. VIII-B. 1.) 

14. The General Services Administration revised its interpretation 
of a Federal district court order so that news photographers have 
access to the public areas of a Federal Building. (See sec. VIII-B. 2.) 

15. The General Services Administration made available informa- 
tion on Federal office rentals after initially refusing the information 
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because of an alleged ‘‘confidential’”’ relationship between the Federal 
Government and landlords. (See sec. VIII-C.) 

16. The Social Security Administration clarified the availability of 
statistical information originally refused through a misinterpretation 
of Federal regulations. (See sec. [X—A.) 

17. The Secretary of the Interior abolished the restrictive term 
“Confidential—Interior Secretarial’? less than 3 weeks after it had 
been included in departmental administrative regulations. (See 
sec. X.) ; 

18. The Immigration and Naturalization Service declassified and 
made available to Congress and the public a report explaining the 
use of public funds to send border-patrol inspectors to rifle and pistol 
matches. (See sec. XI—A.) 

19. The Immigration and Naturalization Service made available 
information about the importation of Japanese agricultural workers 
after initially refusing the information as ‘‘internal records.’’ (See 
sec. XI-B.) 

20. The Justice Department agreed to make available information 
on the reported drowning of several deportees after ignoring repeated 
congressional requests. (See sec. XI-C.) 

21. The Post Office Department made information on a post-office- 
building lease public after initially refusing the information through 
a “‘misunderstanding.’’ (See sec. XII.) 

22. The State Department revived the science attaché program 
to increase the flow of scientific information some 2 years after the 
program had been allowed to lapse. (See sec. XIV-—A.) 

23. The State Department permitted access to view gifts received 
by Federal officials from foreign nations after initially contending the 
gifts were stored in a ‘classified’ building. (See sec. XIV—B.) 

24. The International Cooperation Administration agreed to make 
public nonclassified foreign-aid contracts with private firms and to 
make public nonclassified reports on performance under the contracts. 
(See sec. XIV—D.) 

25. The Coast Guard issued revised information regulations some 
19 months after the revisions were proposed. (See sec. XV-—A.) 

26. The Bureau of Customs of the Treasury Department issued a 
new rule providing for disclosure of import information. (See sec. 
XV-B.) 

27. The Treasury Department removed restrictions on United 
States export information which had been held under secrecy labels 
since the end of World War II but freely published for 100 years prior 
to the war. (See sec. XVI-C.) 

A partial improvement in the availability of Federal information is 
indicated in the following instances: 

1. The Navy agreed there was little justification for the security 
classification applied to part of an historical study of machineguns 
but contended that there were neither money nor manpower necessary 
for declassification. (See sec. VI-G.) 

2. The Health, Education, and Welfare Department agreed to make 
available to Congress information about advisory councils of the 
Public Health Service but said the information would not be made 
public because council members might be ‘‘subject to harassment’’ on 
controversial proposals or might “suffer embarrassment.” (See sec. 


IX-B.) 
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3. The Defense Department and the military services explained 
that repeated restrictions on the press at the scenes of military acci- 
dents in civilian areas outside military jurisdiction were “‘errors’”’ or 
‘‘misunderstandings”’ and promised to enforce adherence to regula- 
tions prohibiting military interference. (See sec. XVI.) 

4. A survey of Federal lending agencies indicates that full informa- 
tion on Federal loans is made public by a few agencies but extensive 
restrictions are applied to most information about the lending of 
Federal funds. (See sec. XVIII.) 

Continuing restrictions are imposed on Federal information in the 
following instances: 

1. The Air Coordinating Committee refused to give a California 
official serving on an ACC advisory group, minutes of an ACC meeting 
at which matters affecting California were discussed. (See sec. IV.) 

2. The Secretary of Commerce refused to relax restrictions on 
information from the Business Advisory Council even after the dis- 
closure that a Government official had suggested the use of pressure 
by major advertisers at a Council “dinner” meeting. (See sec. V-B.) 

3. The Board of Army Engineers for Rivers and Harbors reversed 
its previous policy of meeting in public, keeping secret even the votes 
of Board members on billions of dollars’ worth of public-works 
projects handled by the Board. (See sec. VI-F.) 

4. The Defense Department failed to take steps to declassify the 
huge backlog of classified historical material although Congress 
brought the problem to the attention of the Department 2 years ago 
and work was started on a declassification program a year ago. (See 
sec. VI-1.) 

5. The Public Housing Administration refused to make public 
reports on housing authority management which had resulted in the 
dismissal of local housing authority officials. (See sec. XIII.) 

6. The State Department issued written orders restricting press 
contact with knowledgeable research officials and issued oral instruc- 
tions requiring Department officials to write memorandums following 
discussions with reporters, even at social gatherings. (See sec. 
XIV-C.) 

7. The Defense Department issued directives restricting informa- 
tion necessary for the General Accounting Office to carry out its 
statutory duty as the major fiscal investigating arm of Congress. (See 
sec. XVIT-A.) 

8. The International Cooperation Administration refused the Gen- 
eral Accounting Office reports evaluating foreign-aid projects, and 
the ICA Director even asserted a personal “right” to determine what 
information Congress and its committees should have. (See sec. 
XVII-B.) 

9. The Commerce Department issued an order restricting contacts 


between congressional committees and knowledgeable Department 
officials. (See sec. XVII-C.) 


Ill. AcricutturE DEPARTMENT 

TV AND NEWSREEL CENSORSHIP 
An attempt by the Department of Agriculture to establish censor- 
ship as the price of Government cooperation with producers of tele- 


vision and newsreel films was called to the attention of the Special 
Subcommittee on Government Information early in 1957. 
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Regulations adopted by the agency ruled out Departmental 
cooperation, for example, on film productions under sponsorship of 
the beer, wine, or alcoholic beverage industries. Another rule re- 
quired scripts to be submitted for censorship. The scripts had to 
conform to Department policies in order to win approval. 

Correspondence between the subcommittee and the Department 
resulted in repeal of the attempt at censorship and the adoption of 
new regulations. The correspondence follows. 


Hovusr oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
February 13, 1957. 
Hon. Ezra Tarr Benson, 
Secretary of Agriculture, 
Department of Agriculture, Washington, D. C. 

Dear Mr. Secretary: The House Government Information Sub- 
committee is interested in amendment 18 to title 3 of the Department 
of Agriculture Administrative Regulations, dated January 24, 1957. 

The new regulation appears to be an attempt to set up arrange- 
ments for furnishing information to the public through television 
and other visual media. I do not w ish to criticize this objective, but 
some sections of the new regulation raise grave questions of unneces- 
sary and potentially harmful restrictions on information. 

Section 331 of the new regulation states that motion picture and 
television film producers may request Department of Agriculture 
cooperation only if the filmed story will portray the work of the 
Department or rural life in ‘true perspective” The regulation ap- 
parently would require the Department to refuse help to any film 
producer whose story did not fit the present policies of the Department 
or did not reflect the Department’s current views on the facts of rural 
life. 

Section 337e. requires approval of scripts before cooperation can be 
offered. Paragraph (5) of section 334c. requires a producer to submit 
his film for review before public release. Paragraph (4) of section 344e 
states that the story material “shall not conflict with the published 
viewpoints of the Department.’”’ Paragraph (6) requires the pro- 
ducer to change his script and film if Department officials decide it 
would “violate policy or contain information detrimental to the best 
interests of the United States Department of Agriculture.” 

These sections and other parts of the regulations permit Govern- 
ment officials to exercise censorship over films being produced, with 
Department assistance, for the information or entertainment of the 
public. This would, according to the language of the regulation cover 
matters of opinion and policy as well as statements of fact and sub- 
stance. This is the exact form of Government restraint on informa- 
tion prior to publication which has brought forth violent objections 
throughout the history of the fight for freedom of information. 

Section 334d, is a highly questionable requirement. It singles out 

roducers of beer, wine, or other alcoholic beverages and flatly pro- 
ulbits Department of Agriculture cooperation on films sponsored by 
such industries. 

By obvious implication any other industry would receive the co- 
operation of the Department. To refuse to cooperate on films which 
would promote the use of wine grapes is most amazing since the De- 
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partment of Agriculture actively cooperates in Federal-State market- 
ing agreements and other activities designed solely to increase the use 
of grapes. 

he subcommittee will appreciate a complete explanation of amend- 
ment 18 of the Department of Agriculture Administrative Regula- 
tions, including the reasoning behind the regulation and its various 
parts and comments on their possible effect. 

The subcommittee also will appreciate answers to the following 
specific questions: 

1. Under what statutory authority was this regulation promulgated? 

2. Is the Department’s Director of Information authorized or re- 
quired to extend any advice or other cooperation to film producers 
not working under the agreements prescribed in this regulation? If 
so, upon what regulation is this authorization or requirement based? 
What sort of cooperation can the Director provide to a producer not 
working under such agreements? 

3. Does the new regulation require or encourage Government offi- 
cials to participate in control of public information? 

4. Upon what statutory authority does the Department base the 
apparent distinction between the beer, wine and other alcoholic bever- 
age industries and all other industries? 

5. Why does the Department reserve the right to judge whether a 
producer’s proposed distribution channels are ‘‘acceptable’’? 

6. Was this directive, upon promulgation, disseminated to repre- 
sentatives of the film industry? If not, how does the Department 
notify producers of changes in its policies regarding cooperation? 

7. Was the Federal Communications Commission consulted prior to 
promulgation of the new regulation? 

Your full and complete answers to these specific questions and to 
other information requested above will be most helpful to the sub- 
committee’s study of restrictions on information from the Federal 
executive and independent agencies. I hope this matter can be 
clarified by letter so that time-consuming public hearings will not be 
necessary. 

Sincerely, 
Joun E. Moss, Chairman. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 2, 1957. 
Hon. Joun KE. Moss, 
Chairman, Government Information Subcommittee, 
House of Representatives. 

Dear CONGRESSMAN Moss: We are glad to respond further to your 
letter of February 13 regarding amendment 18 to title 3 of the United 
States Department of Agriculture administrative regulations and to 
restate the Department’s continuing policy to make information freely 
available. 

It was not our intent in amendment 18 or other regulations to 
restrict access to information. Accordingly, we have amended this 
regulation to make that fact clear. Our intent in amending the regu- 
lation is to state the basis upon which we will lend the Department’s 
official cooperation in television films or upon which we would enter 
into understandings requiring more than nominal expenditure of 
public funds. The revised version of the amendment is enclosed. 
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We initiated this regulation last fall when several television pro- 
ducers sought material assistance and the cooperation of the Depart- 
ment in a proposed series of television films, which were to be produced 
for sponsored showing on television stations. This was a somewhat 
new field to the Department and raised numerous questions as to the 
course to be followed in undertakings of this kind. Our inquiries 
revealed that in other Departments the problem had been met through 
specific regulations, as in the case of the Defense Department, or 
through following a consistent procedure, as in the case of the Treasury 
Department. The problems which other agencies had were similar 
to problems facing us and our regulation was drawn to meet these 
problems in much the same way others had. 

In our revised draft of the regulation, we have made it apply only 
to producers of television films. Paragraph 331 delineates the differ- 
ence between producers who seek a special working relationship and 
those who seek information only. As indicated, those who seek merely 
information or nominal cooperation are welcomed and are not affected 
by the regulation. 

Here are answers to the specific questions raised in your letter: 

1. The basic authority for the regulation exists in title 5, United 
States Code, sections 511 and 22. 

2. The Director of Information under the ‘open door’ policy 
will provide information to any person who asks for it. He is 
often asked to review scripts of motion pictures, both for tele- 
vision uses and for general educational purposes. 

3. The exact opposite is expected. We encourage participation 
when a public service is performed. 

4. This section has been changed to conform with the com- 
mercial sponsorship acceptable under the television code of the 
National Association of Radio & Television Broadcasters. 

5. The language of this point has been changed to the tollowing: 
“The producer must show access to a distribution channel recog- 
nized by the motion picture or television industry.”’ The purpose 
of this language is to prevent expenditure of public time and 
funds in purely speculative ventures. 

6. The original version had not been distributed to repre- 
sentatives of the film industry when your letter was received, 
but it was scheduled to be issued in the Federal Registrar. The 
revised version will be published in the Federal Register. 

7. The original draft was not cleared with the Federal Com- 
munications Commission, as in the judgment of this Depart- 
ment’s General Counse! it did not impinge on subjects within the 
jurisdiction of the FCC. Since your letter was received, we have 
checked the point informally with the General Counsel of FCC, 
who concurs that FCC does not concern itse!f with the type of 
agreement covered in the regulation. 

The original regulation was drawn, as in the revised version, t» set 
forth the conditions under which the Depar:ment will engage in special 
working relationships where there is involved more than a nominal 
expenditure of public funds or the participation of the Department in 
a production. The Department must reserve the right to know what 
it is participating in and must know that the funds it expends will be 
useful in furthering its programs. Our reason is that it is better for the 
Department to state explicitly its position in regard to special assist- 
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ance of the kind mentioned than to rely upon general individual 
understandings which will not be available to the public generally. 
These regulations in no way abrogate the right of any producer on his 
own initiative to treat subject matter from or concerning the Depart- 
ment as he sees fit. 
Sincerely yours, 
Rawr S. Roserts, 
Administratwe Assistant Secretary. 


Housr oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
May 8, 1957. 
Hon. Ezra Tarr Benson, 
Secretary of Agriculture, 
Department of Agriculture, Washington, D. C. 

Dear Mr. Secretary: A letter dated April 2, 1957, signed by 
Ralph S. Roberts, Administrative Assistant Secretary, explained revi- 
sions in a new Agriculture Department regulation establishing working 
relationships for departmental cooperation with television film pro- 
ducers. The letter answered my letter of February 13, 1957, point- 
ing out that the regulation as then issued raised “grave questions of 
unnecessary and potentially harmful restrictions on information.”’ 

The new regulation, I believe, removes most of the highly question- 
able items in the original regulation. Particularly, the new regulation 
specifically exempts news photographers from any possible depart- 
mental censorship and it removes the prohibition against cooperation 
on films sponsored by segments of the alcoholic beverage industry. 

[ am glad that the Department recognized the fact that the original 
regulation, either through its specific language or through interpre- 
tation of the language, could have become a major block to the free 
flow of information. The public has a right of access to Government 
information through the television and film mediums just as it has 
through newspapers and magazines. 

Mr. R. Lyle Webster, Director of Information for the Department 
of Agriculture, was most helpful and cooperative in conferences with 
the subcommittee staff. I believe the regulation as finally worked 
out removes most major objections. 

Sincerely, 


JoHn E. Moss, Chairman. 


LV. Arr CoorpINATING CoMMITTEE CLosED MEETINGS 


The director of aeronautics for the State of California, upon appoint- 
ment to a regional airspace subcommittee advisory to the Federal 
Air Coordinating Committee, asked for copies of the minutes of an 
Air Coordinating Committee meeting at which matters affecting 
airports in the San Diego area were discussed. The State official was 
denied access to the minutes by Mr. Elwood R. Quesada, ACC 
Chairman, on the grounds that— 


it is essential to efficient and effective administration that 
employees of the executive branch of the Government be in a 
position to be completely candid in advising with each other 
on official matters * * * 
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In answer to a subcemmittee letter on the subject, Mr. Quesada 
failed to answer questions on the legal authority to refuse minutes 
of an ACC meeting to a State official who was in an advisory position 
to the Committee and failed to state whether the ACC would refuse 
the same information to the Congress. Following is the corre- 
spondence. 


Housrt oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
March 31, 1958. 
Mir. Exwoop R. Quesapa, 
Chairman, Air Coordinating Committee, 
Department of Commerce Building, Washington, D. C. 

Drar Mr. Qugsapa: It has come to the attention of the Govern- 
ment Information Subcommittee that the Air Coordinating Committee 
has refused minutes of its meetings held June 6, and June 11, 1957, 
to Mr. Clyde P. Barnett, director of aeronautics for the California 
Aeronautics Commission. 

The information was refused even though Mir. Barnett was a mem- 
ber of the Los Angeles Regional Airspace Subcommittee, a group 
advisory to the Air ¢ ‘oordinating Committee. 

Mr. Barnett was notified of his appointment to the regional sub- 
committee on July 1, 1957, 2 weeks after a meeting of the Air Coordi- 
nating Committee at which matters affecting the San Diego (Calif.), 
airport were discussed, and a decision rendered. 

Mr. Barnett attempted to inform himself on issues which he would 
be asked to advise the Federal Government. Such an approach, 
apparently, is not desired by vour committee. 

With one voice the Air Coordinating Committee asks this State 
official to participate in its advisory councils because of his obvious 
qualifications in matters affecting California air activities; with 
another voice this same committee refuses to provide Mr. Barnett 
with information about the issues on which he is expected to counsel 
the Federal Government. 

Your reply of March 7, 1958, to Mr. Barnett’s request for the 
information—a copy of which you provided me—notes that “* * * it 
is essential to efficient and effective administration that employees of 
the executive branch of the Government be in a position to be com- 
pletely candid in advising with each other on official matters * * *.”’ 

This amazing statement suggests that Government officials can 
operate efficie ‘ntly only in secret, behind locked doors, with all informa- 
tion denied the public. Such a philosophy equates “candor” with 
“secrecy” and is completely foreign to the democratic ideal upon 
which the American form of government is based. 

In view of these considerations, will you please provide this Sub- 
committee with answers to the following questions: 

1. Does the Air Coordinating Committee hold executive meetings 
at which decisions affecting the public interest are made? If such 
meetings are held, under what statutory or other authority are the 
meetings closed to the public? 

Are minutes of any executive meetings of the Air Coordinating 
Committee made available to the public? If not, under what 
statutory or other authority are they withheld from the public? 
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3. Are minutes of any executive meetings of the Air Coordinating 
Committee available to Members of Congress? If not, under what 
statutory or other authority are they refused? 

If the Air Coordinating Committee has adopted regulations or rules 
of procedure for the conduct of its business, please give the subcom- 
mittee a copy. If rules or regulations have been prescribed for the 
Committee by another agency, please furnish the subcommittee with a 
copy of such material. 

The subcommittee’s interest lies with ascertaining the availability 
to the public of as much information about the Government as is 
consonant with the national defense. Please indicate exactly what 
considerations are involved in any restrictions your agency places on 
availability of Government information. 

Sincerely yours, 
Joun E. Moss, Chairman. 


Arm CoorprinatTing CoMMITTEE, 
DEPARTMENT OF COMMERCE BUILDING, 
Washington, D. C., May 28, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee of the Commit- 
tee on Government Operations, Washington, D. C. 

Dear Mr. Moss: I have your March 31 letter in which you ask 
about meetings held by this Committee. 

The Committee, as you know, is an interagency Federal group. It 
is an advisory body whose function is to recommend, not decide, 
courses of Federal action. It acts by virtue of the authority vested in 
the President; and in this connection, it may be helpful to review the 
basic documents, copies enclosed, establishing this Committee in 1945 
and modifying its operations at various times since then. 

In its work the Committee receives valuable advice and assistance 
from sources other than the Federal Government. In this respect, 
the National Association of State Aviation Officials has been most 
helpful; and our records indicate that the association’s executive 
director attended our open session at the meeting of June 6, 1957. 
At that session spokesmen not connected with the Federal Govern- 
ment were invited to present their views to the Committee. 

Before it recommends a course of Federal action, the Committee 
examines and assesses the advice, assistance, and information avail- 
able to it. To do this, the members meet periodically by themselves. 
They so met on June 6 and June 11, 1957. The Committee made 
no publication—by minutes or otherwise, beyond its own member- 
ship—of the various thoughts, comments, suggestions, etc., included 
in those discussions. It did, however, issue a press release on June 
11, 1957, setting out the full and complete text of its recommendations. 
A copy of this release is attached. It bears repeating here that these 
were advisory recommendations only. The Committee is not author- 
ized to, and does not render decisions affecting the public interest. 

The committee does give full and prompt public notice of its recom- 
mendations for Federal action in all cases where the national security 
would not be jeopardized or the conduct of our foreign relations em- 
barrassed. When, as in the instant case, a recommendation has major 
news value, it is made the subject of a press release. Otherwise, the 
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committee’s recommendations are available to anyone requesting 
copies from the Air Coordinating Committee Document Section. 
Attached also, in compliance with your request, is a copy of the 
Statement of Organization, Functions, and Procedures of the Air Co- 
ordinating Committee. 
Sincerely yours, 
E. R. Quesaba, Chairman. 





House OF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
June 4, 1958. 
Mr. Etwoop R. Quesapa, 
Chairman, Air Coordinating Committee, 
Department of Commerce Building, Washington, D.C. 

Dear Mr. Quesapa: Your letter of May 28, 1958, does not answer 
the very important questions asked in my letter of 2 months earlier, 
nor do the unexplained Executive orders and other documents in- 
cluded with your letter provide the information requested. 

In my letter of March 31, 1958, 1 asked under what statutory or 
other authority meetings of the Air Coordinating Committee are 
closed to the public. I also asked under what statutory or other 
authority minutes of executive meetings of the Air Coordinating Com- 
mittee are withheld from the public. Neither one of these questions 
is answered in any way by your letter or the material transmitted 
with it. My letter also asked, specifically. 

“Are the minutes of any executive meetings of the Air Coordinating 
Committee available to Members of Congress? If not, under what 
statutory or other authority are they refused?” 

This question was completely ignored, for your letter makes 2bso- 
lutely no mention of the availability of information to the Congress. 

On April 8, 1958 you acknowledged my letter stating that it had 
been taken under advisement by the Committee and “an answer will 
be furnished your subcommittee as soon as action has been completed 
by members of the Committee. 

Please provide the subcommittee, immediately, with the promised 
answers to the above questions. In addition, please explain exactly 
what action was taken upon my request for information by the mem- 
bers of the Air Coordinating Committee, whether the action was taken 
at a Committee meeting and, if so, when? 

Your letter of May 28, 1958 states that “full and prompt public 
notice’’ of Committee recommendations are given “‘in all cases where 
the national security would not be jeopardized or the conduct of our 
foreign relations embarrassed.”’ 

In cases where the Committee’s recommendations are not made 
public, exactly who determines that national security might be jeopar- 
dized or the conduct of foreign relations embarrassed? On what 
basis is the determination made? Since the Air Coordinating Com- 
mittee does not have authority under Executive Order 10501 to 
classify information to protect the national security, under what 
specific authority are recommendations affecting ‘‘national security” 
restricted? Since the Committee is not authorized under Executive 
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Order 10501 to use the security classifications of top secret, secret and 
confidential, what designations are placed upon restricted documents? 

In addition to complete answers to the above questions, I would 
appreciate a specific explanation of why you refuse to make available 
minutes of the meetings of June 6 and 11, 1957, to Mr. Clyde P. 
Barnett, director of aeronautics for the State of California who 
recently had been appointed to a regional subcommittee advisory 
to the Air Coordinating Committee. This refusal is particularly 
surprising since 1 day of the 2-day meeting was attended by repre- 
sentatives of special interest groups such as the Airport Operators 
Council, National Association of State Aviation Officials and Airciaft 
Owners & Pilots Association. Since the meeting was to discuss the 
use of airport facilities in the San Diego area, it is difficult to under- 
stand why such public business should be conducted in secret. 

Please provide all the requested information immediately with full 
and complete answers so that it may be unnecessary to hold a public 
hearing on the matter. 

Sincerely, 
Joun E. Moss, Chairman. 


V. Commerce DEPARTMENT 
A. OFFICE OF STRATEGIC INFORMATION 


In House Report No. 2947 (84th Cong., 2d sess.), July 27, 1956, 
the House Government Operations Committee recommended (p. 91): 


The Office of Strategic Information in the Department of 
Commerce should be abolished. OSI witnesses have been 
unable to justify the existence of the agency, either for the 
purpose of restricting unclassified information from within 
the Government or controlling unclassified information from 
outside the Government. 


The findings and recommendations were based on hearings held 
on April 19 and 23, 1956, by the Special Subcommittee on Govern- 
ment Information which had received complaints that OSI was 
intended, among other things, to censor nonsecurity Government 
information. 

Subcommittee correspondence, in an unsuccessful effort to find out 
what Secretary of Commerce Sinclair Weeks intended to do about 
OSI, was included in House Report No. 157 (85th Cong., Ist sess.), 
February 22, 1957. The committee report stated (p. 52): 


The Commerce Department’s tactics apparently are in- 
tended to postpone, as long as possible, the evaluation of the 
Office of Strategic Information. The agency, meanwhile, 
continues the expenditure of public funds on a function 
which makes no discernible contribution to governmental 
efficiency or economy. The House Government Operations 
Committee reported there was no justification for the exist- 
ence of an agency restricting infor mation whic h is, by the 
very language of the OSI charter, “unclassified.” 

Instead of considering the committee’s report seriously, 
the Department chose to assign its review of the OSI to an 
officer about to depart on an extended tour abroad. In the 
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meantime, inertia prevails and funds for this agency stand 
unchallenged ! in a budget that will be on the way to Congress 
by the time the Department is prepared to consider the 
matter. 


Meanwhile, President Eisenhower included $105,100 for OSI in his 
budget request for fiscal year 1957-58, an increase of $35,800 over 
fiscal year 1956-57. 

The Special Sabcommittee on Government Information contacted 
the House Appropriations Subcommittee on C ene a Related 
Agencies headed by Representative Prince H. Preston, Jr., of Georgia, 
and informed Mr. Preston of the findings aud recomme ‘ndations of 
the House Government Operations Committee. 

On April 4, 1957, the House Appropriations Committee approved 
H. R. 6700, eliminating all funds for the Office of Strategic Informa- 
tion beginning July 1, 1957. The Appropriations Committee report 
specified further that no funds be transferred from other sources to 
continue OSI. Five days later on April 9, the House approved the 
Appropriations Committee action. 

In the Senate, the administration withdrew its request for restora- 
tion of the funds after the Special Subcommittee on Government 
Information contacted Senator Spessard L. Holland of Florida, chair- 
man of the Senate Appropriations Subcommittee handling Commerce 
Department funds. 

The Office of Strategic Information thus went out of business on 
June 30, 1957, ending an uboriive 2-year attempt at Government 
censorship of nonsecurity information. 


B. BUSINESS ADVISORY COUNCIL 


In House Report No. 2947, July 27, 1956, the privileged status of 
the Business Advisory Council of the Department of Commerce was 
the subject of several recommendations, including (pp. 91, 92): 


The nebulous status of the Business Advisory Council 
should be clarified by action of the Department of Justice 
or otherwise. 

If it is no more than an assembly of private advisers, it 
should be deprived of all governmental help including the 
use of office space in the Department of Commerce Building. 
Furthermore, the contributions of its members should not 
be tax exempt. 

More important still, BAC should be deprived of immunity 
from congressional inquiries; it should be deprived of the 
protection of so-called executive privilege. If the BAC 
invokes quasi-governmental prerogatives in such matters as 
tax exemption and executive immunity, it should be subject 
to the same regulations imposed on all other governmental 
advisory groups. 

It is recommended specifically that the Department of 
Justice inspect the past minutes of the BAC just as it in- 
spects the minutes of all other advisory groups. 

It is also recommended that, henceforth, the BAC regu- 
larly make available its minutes for the Department of 
Justice as do all other advisory agencies. 
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It is further recommended that the minutes be made public 
promptly following meetings or else that the public be per- 
mitted to attend the meetings. 


The potential evils of secret BAC meetings were brought to public 
attention. following an address by Mr. Robert Cutler, then special 
assistant to the President for national security affairs, at a closed-door 
dinner session of the BAC at Hot Springs, Va., on October 26, 1957. 
The details of Mr. Cutler’s alleged charges against Aviation Week 
magazine are discussed in House Report No. 1884 (85th Cong., 2d 
sess.), June 16, 1958. 

On November 8, 1957, the subcommittee asked Secretary of Com- 
merce Sinclair Weeks for a full explanation for the secrecy imposed 
even on dinner mectings of the BAC attended not only by BAC 
members. but also by members’ wives. 

On November 15, 1957, Secretary Weeks replied that the dinner 
meetings were part of the BAC’s “social activities.’”” He claimed, 
therefore, that i had no control over them, and he made it clear 
that he planned to take no steps to remove the secrecy which surrounds 
the activities of that highly influential group. Following is the 
correspondence. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
November 8, 1957. 
Hon. SincLain WEEKS, 
Secretary of Commerce, 
Department of Commerce, Washington, D. C. 


Dear Mr. Secretary: During hearings before the House Gov- 
ernment Information Subcommittee on April 18, 1956, the status 
of the Business Advisory Council was explained by the Department of 
Commerce General Counsel in the following terms: 

“The Secretary of Commerce is the actual chairman of the group 
and they exist solely at his will and perform functions according to 
his instructions and directions in this advisory area” (hearings, pt. 6, 
p. 1196). 

The Department’s General Counsel also stated that the records 
of BAC meetings were not available to Congress or the public. The 
reason for this policy, he added, ‘“‘is that here is an attempt to get 
a more candid advisory expression from men of talent in business, in 
industry, and that to some extent if this is opened up to a town 
meeting proposition, it will dry up to some extent or tend to dry up 
a source of information which keeps the Government in contact with 
the operation facts of business life’ (p. 1197). 

In light of the above, would you please explain what functions 
you instructed or directed the Business Advisory Council to perform 
at The Homestead, Hot Springs, Va. during its meetings on October 
25-27, 1957, why that exact location was chosen for the meetings, and 
what kinds of advice you specifically received from the BAC at 
the meetings. 

In addition, I understand that two “dinner’”’ meetings of the BAC, 
addressed by Vice President Nixon and Mr. Robert Cutler, were not 
considered ‘‘business” meetings. No minutes were kept; no ‘“‘candid 
advisory expressions” were sought from Council members; the 
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speakers were Government officials; and ladies—normally barred from 
BAC business meetings—were freely admitted. In view of these facts, 
would you please explain why the press was not admitted to these 
dinner meetings. 

At one of these “dinner’’ meetings, Mr. Cutler is alleged to have 
suggested that those present might wish to reconsider their advertising 
policies regarding a certain magazine which had published information 
on United States missile-tracking techniques in Turkey. 

By closing such a meeting, have you directed that ‘candid advisory 
expression”’ become a two-way street whereby public officials can issue 
statements to a group of the Nation’s most influential men (and their 
wives) without being publicly responsible for what they say? 

The Subcommittee will appreciate your full explanation of the 
policies to be followed in the future in regard to access by the press to 
the (1) business meetings and (2) the dinner meetings of the BAC. 

In a story on October 29, 1957 about the Cutler address, the Journal 
of Commerce reported that Mr. Albert Leman, Director, Office of 
Public Information, Department of Commerce, called the Journal 
of Commerce about the Cutler matter. The Journal of Commerce 
stated that Mr. Leman discussed the question of press coverage of 
BAC and stated: ‘“This episode may raise some problems.”’ 

The subcommittee requests an explanation of what Mr. Leman 
meant by those remarks, and particularly whether he was implying 
that if the Journal printed the story about Cutler’s remarks, press 
coverage of BAC would be made even more difficult. 

Sincerely, 
Joun E. Moss, Chairman. 


THE SECRETARY OF COMMERCE, 
Washington, D. C., November 15, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives, Washington, 
D. C. 

Dear Mr. CuarrMan: This is in reply to your letter of November 
8, 1957, concerning the October 25-27 meeting of the Business Advisory 
Council. 

The Council ordinarily meets here in Washington. However, the 
members many years ago, during President Roosevelt’s administration, 
indicated a desire to hold two of their meetings each year elsewhere, 
to bring their wives and, when not in business session, to meet socially. 
This tradition has been carried on up until the present time. This 
fall the members of the Council felt that Hot Springs, Va., was well 
suited for such a meeting. They have, of course, met there many 
times before. 

While the Council does exist at the will of the Secretary of Com- 
merce and perform functions according to his instructions and direc- 
tions, it is important to note that, as the Department’s General 
Counsel said in the excerpt of his testimony quoted by you, this is 
true only “in this advisory area.’ Accordingly, I have not felt that 
I, as Secretary of Commerce, have either the right or the duty to pre- 
scribe what the group of men who comprise the Council shall do when 
acting outside this area. I also feel that it would be presumptuous of 
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me to try to control in any way the social activities of the men compris- 
ing the Council while they happen to be together for the purpose of 
attending Council eae 

Your letter refers to dinner meetings of the Council. I do not 
believe that these dinners can properly be called meetings. At 
least, they are not Council business meetings. They are rather a 
part of the social activities of the persons whose presence is occasioned 
by the Council meetings. These social activities are arranged by such 
persons at their own expense for themselves and their guests. They 
are, therefore, no different from dinners arranged by other groups of 
citizens at which Government officials are invited to speak. It would, 
I think, be most unusual to keep minutes of such dinners and quite 
unreasonable to expect such minutes to be kept. Certainly there are 
many such dinners everywhere which the press is not invited to attend. 

As to your request in respect to the future: My understanding is 
that in previous years there were no organized arrangements with the 
press by the Department. This restricted position has been changed 
only recently, in the main since I have been Secretary. 

Correspondents now are welcomed at the places of gathering; 
regular press conferences are held daily; various officials of the Busi- 
ness Advisory Council and Government meet with the press; various 
reports, speech texts, statements, etc., are distributed to the press; 
individual members also retain contacts with the press on spot. 

Hence, without in any way depriving me, as Secretary, of the con- 
fidential advices of the Council, as expressed in meetings and in other 
ways, the present arrangement is providing the public through the 
press with a flow of information of significance and importance to the 
Nation. 

I have no plans that would impair the current satisfactory arrange- 
ment. 

As to your final request, Mr. Leman neither said nor implied that 
this Department would make press coverage of BAC more difficult. 
In full accord with my policy, he has—over the years—increased the 
opportunities for such coverage. 

Sincerely vours, 
SINCLAIR WEEKs, 
Secretary of Commerce. 


C. EXPORT OF UNCLASSIFIED SCIENTIFIC AND TECHNICAL INFORMATION 


On March 7, 1958, the Bureau of Foreign Commerce in the Depart- 
ment of Commerce announced that it had revised its regulations 
governing foreign mailings of unclassified scientific and technical 
information. These revisions had been urged by the Committee on 
Government Operations in House Report 2947 of July 27, 1956. 

Under section 3 (a) of the Export Control Act of 1949, the Depart- 
ment of Commerce claimed authority to control the export of technical 
data as well as commodities. The Department interpreted ‘technical 
data” to include basic scientific information. 

American scientists mailing unclassified scientific information to 
scientific friends abroad had been required to stamp ‘Export license 
not required” on their correspondence to indicate that they were 
aware of the export regulations and that they had not violated the 
provisions of the general export license. 
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At a subcommittee hearing on April 27, 1956, Dr. Donald J. Hughes, 
testifying on behalf of the Federation of American Scientists, criticized 
the regulations as tending to restrict international communication 
among scientists. 

In House Re port 2947, the Committee on Government Operations 
stated that Dr. Hughes’ position was well taken since the Commerce 
Department’s regulations, nearly impossible to enforce, were an 
affront to the patriotism and good judgment of American scientists. 
The committee recommended that the Bureau of Foreign Commerce 
cease interpreting the term “‘technical data’ to include unclassified, 
basic scientific information. It recommended elimination of the 
requirement that scientists stamp their overseas correspondence. 

After the committee’s recommendations were forwarded to Secre- 
tary Weeks, the Commerce Department finally revised regulations to 
permit foreign mailing of nonclassified scientific and technical data if 
the material was sent by first-class mail by a person without “com- 
mercial” connections. Violation of the vague requirements by a sci- 
entist seeking to exchange nonclassified research with his foreign 
counterpart could result in a criminal penalty of a $10,000 fine or a 
year in jail. 

The subcommittee continued to receive complaints from scientists 
about the restrictive regulations. Dr. Wallace R. Brode, science 
adviser to the Secretary of State and a former official in the Com- 
merce Department, told the sube ommittee at a hearing on January 
21, 1958, that the Commerce Department’s policy on the export of 
scientific and technical information was extremely confusing to sci- 
entists. He said the regulations were being enforced “about as effec- 
tively as the 18th amendment” (hearings, “Special Subcommittee on 
Government Information, p. 3507). 

After a letter from the subcommittee, explaining once again the 
importance of the free flow of nonclassified research material and 
pointing out that President Eisenhower had emphasized the need for 
international exchange of scientific information, the Commerce De- 
partment on March 7, 1958, again revised its regulations. Although 
the license categories covering the export of scientific and technical 
information still exist, scientists can now use anv class of mail for their 
letters. Following is the detailed correspondence and the revised 
regulations. 


Houser or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
October 3, 1956. 
Hon. Sinctark WerEKs, 
Secretary of Commerce, 
Department of Commerce, Washington, D. C. 

Dear Mr. Secretary: Your attention is invited to the recom- 
mendation of the House Government Information Subcommittee in- 
volving the Export Control Act and its application to scientific cor- 
respondence. 

The recommendation is carried on page 92 of the subcommittee’s 
intermediate report. 

During testimony before the subcommittee, the Federation of 
American Scientists urged that the categories GTDS and GTDP be 
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eliminated from the comprehensive export schedule. Other objec- 
tion has come to our attention. 

The subcommittee was much impressed by the suggestion that the 
categories be abolished. Please note the subcommittee’s comment 
on page 86 of its intermediate report. 

We would like to be informed whether your regulations invoked 
under the Export Control Act of 1949 are being reappraised or revoked 
to conform to the subcommittee’s recommendation. 

If not, it will be necessary for the subcommittee to draft amend- 
ments to section 3 (a) of the Export Control Act of 1946 to carry out 
its intent. 

Sincerely, 
Joun E. Moss, Chairman. 


THE SECRETARY OF COMMERCE, 


Washington, October 12, 1956. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives, Washing- 
ton, D. C. 

Dear Mr. Moss: This will acknowledge your letter of October 3, 
1956, in regard to possible modification of technical data export 
controls. 

This matter is under review by our Bureau of Foreign Commerce 
and we shall be glad to communicate with you further as soon as this 
review is concluded. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
January 24, 1957. 
Hon. Sincitatr WEEks, 
Secretary of Commerce, 
Department of Commerce, Washington, D.C. 

Dear Mr. Secretary: On October 3, 1956, 1 brought to your 
attention a recommendation of the House Government Operations 
Committee involving the Export Control Act and its application to 
scientific correspondence. This recommendation is on page 92 of 
House Report 2947. 

On October 12, 1956, you acknowledged my letter and said you 
would provide further information as soon as the Bureau of Foreign 
Commerce reviews the matter. 

It has been more than 3 months since I heard from you on this sub- 
ject. Please inform me what action is being contemplated, as soon as 
possible. 

Sincerely, 
JoHn E. Moss, Chairman. 
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Tur SecrRETARY OF COMMERCE, 
Washington, January 31, 1957 
Hon. Joux E. Moss, 

Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House Office Building, 
Washington, D. C. 

Dear Mr. Moss: This is in reply to your letter of January 24, 1957, 
and in further reply to our earlier correspondence, regarding the modi- 
fication of export regulations over certain forms of technical data. 

This matter has been reviewed by the Bureau of Foreign Com- 
merce, and in regular course this review entailed interdepartmental 
and trade consultation. We have also discussed it throughly with 
representatives of the Federation of American Scientists which, I 
believe, first brought the matter to your subcommittee’s attention. 

I am enclosing, ‘for your information, a copy of the modified regula- 
tions which we have just issued in this respect, together with a copy of 
an explanatory press release. While these modifications are not the 
same as were suggested by the subcommittee, I believe you will recog- 
nize that we have substantially met the basic criticism of the earlier 
regulation without significantly changing the nature and scope of the 
controls necessary for security purposes 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


DrEP&SRTMENT OF COMMERCE, 
BureAU OF ForerIGn COMMERCE, 
Washington, D.C. 
Current Export Bulletin No. 779. 
Subject: Revision of provisions relating to placement of general 
license svmbol on wrappers of parcels being exported by mail. 

Purpose and effect.— Previously, any person exporting a general 
license shipment by mail was required to place the general license 
symbol and the phrase ee license not required” on the wrapper 
of the parcel, exeept where technical data were exported by a United 
States Government agency under the provisions of general license 
GTDP. 

The regulations are now revised to remove this requirement in 
cases (a2) where noncommercial shipments of technical data are ex- 
ported via first-class mail under the provisions of general license 
GTDP (published technical data) or general license GTDS (scientific 
and educational technical data), by other than a business concern, 
e. g., private person not engaged in business, philanthropic organiza- 
tion, nonprofit scientific society, etc., or (6) where technical data are 
exported via all classes of mail by a United States Government agency 
under the provisions of general license GTDS. 

Effective date of action. —January 31, 1957. 

Accordingly, sections 371.2 (b) and 379.1 (b) (2) are amended to 
read as set forth on the attached reprint pages. 


Lorine K. Macy, 
Director, Bureau of Foreign Commerce. 
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1. Section 371.2 (b) is revised to read as follows: 

‘“‘(b) Use of General License Symbol. 

‘“(1) Symbol on Shipper’s Export Declaration. A person export- 
ing any commodity or technical data pursuant to any general license 
established-in this Part or Part 385 shall enter on the Shipper’s 
Export Deelaration, when the Declaration is required, the designation 
or symbol of the general license authorizing the exportation. 


‘*® XAMPLE 


“Tf medicinals are to be sent to a member of the American Embassy 
in a toreign country, they may be exported under General License 
GUS, and the exporter will note on the Declaration the symbol 
‘GUS’ to indicate that the exportation is licensed. 

(2) Symbol on mail shipments. 

“(i) In the case of exportations by mail, except as provided in 
paragraph (ii) below, the designation or symbol of the general license 
shall be entered also on the address side of the wrapper of the parcel 
and shall be followed by the phrase ‘Export License Not Required.’ 
The use of such designation or symbol and the above phrase shall 
constitute a certification by the exporter that the terms, provisions, 
and conditions of the general license involved have been met. 

“(i) The general license designation or symbol and the above phrase 
is not required on the wrapper (a) when technical data are exported 
by a United States Government agency under the provisions of 
General License GTDP or GTDS, or (b) when noncommercial ship- 
ments of publications or technical data are exported via first-class 
mail under the provisions of General License GTDF or GTDS by 
other than a business concern, e. g., private person not engaged in 
business, philanthropic organization, nonprofit scientific society, ete.” 

2. Section 379.1 (b) (2) is revised to read as follows: 

“(b) Exportations by Mail. 

‘““(2) Shipments under a general license. 

““(i) Declaration Required—The sender (exporter) shall present to 
the Postmaster at the place of mailing a duly executed Shipper’s 
Export Declaration for each commercial mail shipment made under a 
general license from one business concern to another business concern 
when the shipment consists of a commodity(ies) valued at $25 or more. 
Exportation by mail of technical data under a general license does not 
require the submission of a Declaration. 

“(ii) Symbol on Declaration.—In preparing the Declaration for pres- 
entation to the Postmaster the sender shall place on the form the 
designation or symbol of the general license under which the com- 
modity (ies) is being exported. 

“(iin) Symbol on Parcel.—On mail shipments under a general license, 
the sender (exporter) shall place the general license designation or 
symbol on the address side of the wrapper of the parcel, followed by 
the phrase “Export License Not Required,” except (a) when technical 
data are exported by a United States Government agency under the 
provisions of General License GTDP or GTDS, or (b) when noncom- 
mercial shipments of technical data are exported via first class mail 
under the provisions of General License GT'DP or GTDS by other 
than a busmess concern. The general license symbol and the phrase 
will constitute a certification by the sender to the Postmaster and to 
the Bureau of Foreign Commerce that a validated license is not 
required for the shipment.” 
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Houser or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
February 27, 1958. 
Hon. Sinctain WEEKs, 
Secretary of Commerce, 
Department of Commerce, Washington, D. C. 


Dear Mr. Secretary: Since early 1956, the House Government 
Information Subcommittee has been concerned about restrictions 
imposed by the Commerce Department on the exchange of unclassified 
scientific information between American scientists and their colleagues 
abroad. 

The subcommittee has been informed that violators are liable to a 
$10,000 fine or a year in jail. 

At hearings held by the subcommittee in April 1956, Dr. Donald J. 
Hughes, chairman of the Federation of American Scientists, testified 
that the Department’s regulations, ostensibly issued under a broad 
interpretation of the Export Control Act, were actually contrary to 
the basic purposes clearly set forth in that act. 

Dr. Hughes testified that the regulations were hindering the ex- 
change of unclassified information—even matters of basic research 
with no bearing on security. Furthermore, Dr. Hughes pointed out 
that the cumbersome and unworkable restrictions had led foreign 
scientists to the conclusion that the United States Government had 
imposed censorship upon United States scientists in nonsecret fields 
of endeavor. 

Dr. Hughes told the subcommittee (p. 1452, hearings, pt. 6): 

“That is why the Federation of American Scientists feels that the 
intent of the act was not to control basic scientific, unclassified 
information; yet, one of the rulings of the act—that is, under the 
comprehensive export schedule—there is a reference to dissemination 
of information not directly related to the design, production, and 
utilization in industrial processes, including dissemination by corre- 
spondence and attendance at meetings or instruction at academic 
institutions and academic laboratories. 

“That seems to be much broader than the purpose of the act. 
That is the point.” 

Dr. Hughes further stated that if scientific information must be 
restricted on grounds that it has military significance, it should be 
classified as provided under Executive Order 10501. 

Dr. Hughes told the subcommittee that the Federation of American 
Scientists had been informed as early as October 1955 that the Com- 
merce Department was “reexamining”’ the possibility of removing 
some of the regulations. 

On July 27, 1956, the subcommittee in a report approved unan- 
imously by the House Government Operations Committee, stated: 

“Since the days of Benjamin Franklin and Thomas Jefferson, 
Americans of a scientific inclination have carried on extensive cor- 
respondence with their colleagues overseas. This correspondence in 
the scientific field has led to many great American inventions. So 
long as the matters discussed in these letters concern unclassified 
information, scientific correspondence should not be impeded.’ 

In January 1957 the Bureau of Foreign Commerce apparently 
made minor alterations in the regulations to remove at least one of 
the more absurd provisions which was unenforcible anyway. 
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The subcommittee, however, has continued to receive complaints 
about the absurdity of the regulations hampering American scientists 
in the exchange of unclassified information. 

In his latest state of the Union message to the Congress, President 
Eisenhower stated: 

“Tt is of the highest importance that the Congress enact the neces- 
sary legislation to enable us to exchange appropriate scientific and 
technical information with friendly countries as part of our effort to 
achieve effective scientific cooperation.” 

In the same speech, the President directed this appeal—not to the 
Congress or the American people—but from the people of the United 
States to the peoples of all nations, and especially those of the Soviet 
Union: 

“For a start our people should learn to know each other better. 
Recent negotiations in Washington have provided a basis in principle 
for greater freedom of communication and exchange of people. I urge 
the Soviet Government to cooperate in turning principle into practice 
by prompt and tangible actions that will break down the unnatural 
barriers that have blocked the flow of thought and understanding 
between our people.” 

Three weeks after this call from the President for more freedom of 
exchange, the subcommittee heard the new science adviser to the 
Secretary of State complain that the Commerce Department still was 
“confusing” United States scientists with restrictions on their corre- 
spondence abroad. Dr. Wallace R. Brode testified before the sub- 
committee on January 21, 1958, that, on the whole, the Department’s 
regulations were patently unenforcible. “In Europe I made a study 
to see how’ effective this control was,’’ he testified, ‘‘and it is perhaps 
honored in the breach about as effectively as the 18th amend- 
ment * * *.” 

Turning to the value of free scientific exchanges, Dr. Brode testified 
further: 

“Another characteristic of the scientific method is the recognition 
that progress in science is a cooperative and pyramiding affair in which 
each worker draws from the work of others to provide the base for his 
advances and in turn publishes the advances he had made so that 
others may profit * * *. 

“Individual isolation of either scientists, laboratory, agency, or 
government from the rest of the scientific community will not only 
slow down the world advance but produce even greater retardation 
in the isolated area. 

“Kettering aptly stated this concept some years ago when he said 
that if he locked the doors of his laboratory to others, he would lock 
out much more than he would lock in. 

“No group or nation has a monopoly on scientific discoveries and 
thought, and hence security islands may create a retarded advance if 
there is no exchange and only a one-way filter.”’ 

Dr. Brode was asked to comment on the activities of the Commerce 
Department’s Office of Strategic Information, which the Congress and 
the subcommittee believed they had eliminated. 

“Mr. Moss. Should there be a system of control of strategic but 
nonclassified scientific information disseminated overseas? 

“We had an agency until about a year ago, the Office of Strategic 
Information, which attempted to exercise authority in this fied. Is 
such a function to your knowledge being handled by any other agency? 
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“De. Bropr. Well, in reply to the first part of your question 
whether there should be such an agency, I think I can answer this in 
slightly reversed form. I know of no scientists who approved the 
system of control of nonclassified information as was established by 
the Office of Stracegic Information. 

“As to whether such control still exists, I think there is a vestige of 
this. Many agencies, many organizations took actions in line with 
the suggestions of the Office of Strategic Information. 

“For example, in the Office of Export Control, the regulations on 
export control of technical data were stiffened up as a result of the 
original announcements of the Office of Strategie Information. Many 
of these regulations, so far as I am aware, still exist, although the OSI 
has been eliminated. 

“As, for example, scientists are still required to mark on the outside 
of certain letters or publications which they send abroad, the state- 
ment ‘Export license not required.’ The Federal Register contains 
the explanation that scientists must stamp ‘Export license not re- 
quired’ on their communications in order to indicate to the post office 
and other inspectors that a general license is required. 

“This is confusing to ihe scientists, first as io why they should have 
to do this. 

“In Europe, I made some study to see how effective this control 
was and I think it is perhaps honored in the breach about as effectively 
as the 18th amendment was, in that some do and some don’t. 

“This confuses the European scientists who don’t understand why 
some people do it and other people do not. 

“T think it is confusing, but here is one other item equally confusing 
to the editors of technical journals, and I am an editor of one of the 
technical journals. This is the general requirement, which I think 
came out of some of the Office of Strategic Information regulations or 
suggestions, that if an article has been published in a recognized 
scientific or technical journal, it may be freely mailed throughout the 
world. There was a time when this could not be done, but now it 
can be done. 

“Mr. MircHetyt. Without this stamp? 

“Dr. Bropr. I am not quite certain. I think the regulation re- 
quires the stamp still. 

“Mr. MircHe.e. Right. 

“Dr. Brope. On the second-class material, but not if you put_it 
in a first-class envelope. 

“Mr. MircHeu. This is in accordance with export control regula- 
tions? 

“Dr. Bropr. Yes. 

“Mr. MircuHety. That is all done by rule and regulation and not 
by law or statute? 

~“Dr. Brope. | believe so; ves. | think the public at large is some- 
times confused as to the difference between regulation and law, 
because both of them have penalties attached to them for violation.” 

Dr. Lloyd V. Berkner, president of Associates Universities and a 
member of President Eisenhower’s Science Advisory Council, at the 
same hearing, referred to the Commerce Department restrictions: 

“Turning to personal communication, there is one aspect that is 
especially worthy of emphasis. Less than 3 years ago, United States 
scientists were not permitted by our Government to transmit the 
results of unclassified Government-supported research to Soviet-orbit 
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nations. Thus, tbe establishment of exchange arrangements on a 
personal basis was impossible. 

‘These restrictions have now been officially relaxed, but many 
United States scientists, and their instructions, are still under the 
misapprehension that such exchanges are frowned upon by the 
Government and that to communicate with a Soviet scientist is to 
court attack upon their loyalty and character. The United States 
Government might well take steps to effectuate the new policy by 
giving positive encouragement to United States scientists to veatablish 
such exchange arrangements for unclassified information. These will 
not only help foster international good will among scientists—and, 
I might add, others—but will also bring into this country much 
scientific information which has been unobtainable through regular 
literature channels. United States scientists who receive material 
from foreign sources on a personal basis should also be encouraged to 
forward it to an appropriate central agency in this country, which 
would evaluate, translate (if necessary), and disseminate it widely. 

‘A number of working exchange arrangements have recently been 
established between AEC contractor laboratories and Soviet Iabora- 
tories, with results useful to the United States. But in view of the 
considerable efforts the U.S. 5S. R. has made for many years to obtain 
all United States scientific material of possible value, and the difficulty 
United States agencies are experiencing in obtaining like materials 
from the U. S. S. R. through official channels, it is probable that 
personal exchanges will produce more scientific dividends for the 
United States than for the other parties to the exchanges. 

“Exchanges of this kind have already been most effective. 

Dr. Warren Weaver, vice president for the natural and medical 
sciences for the Rockefeller Foundation and a former president of the 
American Association for the Advancement of Science, summed up 
his views at the same hearing in this way: 

“T think we are just passing into a new stage that we haven’t yet 
quite matured to, particularly with respect to the relationship of 
sec urity and secrecy to defense. 

“The older and classical military theory of security and secrecy was 
of course applicable primarily to the problem of controlling one 
human being to keep him from telling something to another human 
being. 

“And that type of security was effective when military strategy and 
military procedure was what it was, even in World War I, and cer- 
tainly, let’s say, going back to the Civil War. But now, science is the 
primarily important ‘tool in military operations. And we forget that 
science results not from a conversation between two human beings, 
but from a conversation between a human being and nature. And the 
interesting thing is that you can’t shut nature up. 

“Nature talks to the Russians. Nature talks to everybody. It 
talks perfectly freely to them. And we know perfec ‘tly well by this 
time that the Russians are very smart, don’t we? We have gotten 
over this idea that they can’t run tractors. So that we are in a 
completely new area of control, and we simply have to mature our 
ideas about secrecy and security so that they conform to the new 
situation.”’ 

On January 20, 1958, you dispatched a request to the Congress for a 
2-year extension of export controls which, under present law, *are 
scheduled to lapse on June 30, 1958. 
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[In your letter recommending extension, you stated: 

“There is ample flexibility in the act to permit us to make any 
necessary changes in the scope and direction of export controls as and 
when conditions change, so that no other substantive amendments are 
required.” 

ased on painful past experience, I believe it is imperative that 
Congress be given concrete assurance that the Department will not 
use the law as grounds for imposing censorship on the exchange of 
unclassified scientific information. 

The best assurance at this time would be a complete overhaul of the 
Department’s regulations on the export of unclassified scientific 
information, particularly all restraints in the field of basic science. 

It is hoped that recent events in the scientific world have at last 
awakened your Department to the need for a more realistic approach 
to the problems of scientific information. 

The subcommittee, therefore, requests a prompt and full report 
from you on what actions, if any, you intend to take at this late date 
to eliminate the impractic al impediments to the free exchange of 
unclassified scientific information. 

Sincerely, 
Joun E. Moss, 
Chairman, Special Government Information Subcommittee. 


THe AssISTANT SECRETARY OF COMMERCE, 
Washington, March 10, 1958. 
Hon. Joun E. Moss, 


Chairman, Special Government Information Subcommittee, Com- 
mittee on Government Operations, House Office Building, 
Washington, D. C. 

Dear Mr. Moss: With reference to your letter of February 27, 
1958, to Secretary Weeks, this is to advise you that the Department 
of Commerce has revised its export regulations concerning the export 
of unclassified scientific and technological data. 

As you are aware, this Department has been actively engaged in 
many programs to promote the collection and dissemination of 
scientific and technological information within the United States 
as well as to facilitate and encourage the exchange of such information 
between the American scientific, educational, industrial, and business 
communities and their colleagues abroad. 

Over the past year, in the development of programs to facilitate 
the exchange of such information, thereby contributing to the ad- 
vancement of knowledge in the United States, we have undertaken 
consultations with numerous leaders in the fields of science, business, 
industry, the public information media, and education as well as 
various scientific groups, business associations, and learned societies. 
The advice and recommendations received from these sources con- 
cerning Government programs and policies in the scientific and tech- 
nological fields, particularly with regard to the exchange of informa- 
tion with foreign nations, has been carefully weighed and balanced 
against the needs of national security. Our objectiv e, of course, 
has been to maximize the free flow of unclassified scientific and 
technological information both to and from the United States, but 
in so doing not to permit, through inadvertence or otherwise, a material 
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contribution to the warmaking or weapon-producing ability of 
potentially hostile nations. 

As a result of our studies, and incidental to the development and 
expansion of many programs designed to contribute to the advance- 
ment of American knowledge and the free exchange of ideas in a peace- 
ful world, it was decided to amend the export regulations promulgated 
under the Export Control Act so as to eliminate the requirement that 
symbols be placed on shipments abroad of technical data, including 
scientific and technical information, and published material. 

This decision of the Department is consistent with the advice ex- 
pressed to us by outstanding leaders in the segments of our Nation’s 
activity above-mentioned, and enjoys support of the Panel on Scien- 
tific Information of the Science Advisory Committee to the President. 

We are enclosing a copy of the revised regulations for the informa- 
tion of your committee. 

Sincerely yours, 
Henry KEARNS, 
International A ffairs. 


DEPARTMENT OF COMMERCE, 
Bureau oF ForEIGN COMMERCE, 
Washington, D. C., March 7, 1958. 
Current Export Bulletin No. 797. 
Subject: Shipments by mail of technical data and publications under 
a general license. 


“Purpose and effect—A general license symbol formerly was required 
on parcels containing technical data shipped by mail under a general 
license, except where the shipment was made under general licenses 
GTDP or GTDS by a United States Government agency or where 
the parcel contained a noncommercial shipment of technical data 
sent by first-class mail under these general licenses. The entry of the 
general license symbol on a parcel served as a certification by the 
exporter that a validated license was not required for the shipment. 

The export regulations have now been revised to remove the re- 
quirement of a general license symbol on parcels being exported by 
any class of mail by any person or agency where the contents of the 
parcel consist of technical data exported under the provisions of 
general licenses GTDP, GTDU, or GTDS or publications exported 
under the provisions of general license G-PUB. 

The export regulations (including the requirements of general licenses 
GTDP, GTDU, GTDS, and G—PUB) remain otherwise fully appli- 
cable to exportations which require no general license symbol. 

Therefore, paragraph 379.1 (b) (2) (iil) is amended to read: 

“(ii’ Symbol on Parcel. On mail shipments under a general 
license, the sender (exporter) shall place the general license designa- 
tion or symbol on the address side of the wrapper of the parcel, followed 
by the phrase ‘Export License Not Required”; however, no notation 
need be made if the exported material meets the provisions of General 
License GTDP, GTDU, GTDS, or G—-PUB. 

“The general license symbol and the phrase shall constitute a cer- 
tification by the sender to the Postmaster and to the Bureau of Forei 
Commerce that the shipment is made under the authority of the 
general license indicated. 
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“The export regulations (including the requirements of General 
Licenses GTDP, GTDU, GTDS, and G-PUB) remain otherwise fully 
applicable to exportations which require no general license symbol.” 

Effective date of action.—March 7, 1958. 

Accordingly, paragraph 379.1 (b) (2) (iii) of the Comprehensive 
Export Schedule is amended to read as set forth above. Reprint 
pages will be furnished with a subsequent Current Export Bulletin. 


Lorine K. Macy, 
Director, Bureau of Foreign Commerce. 


D. THE BIOGRAPHY OF SINCLAIR WEEKS 


In September 1957, the Department of Commerce prepared and 
issued a 14-page release entitled: “Biography and Human Interest 
Features on Sincleir Weeks, United States Secretary of Commerce.”’ 
(See exhibit I, p. 220.) 

Besides describing in glowing terms the job Mr. Weeks was doing 
as Secretary of Commerce, the release—written, duplicated, and dis- 
tributed at Government expense—also included such vital information 
as the following: 





Secretary Weeks is particularly proud of his farm’s maple 
products. Like President Eisenhower, he takes pride in his 
cooking. Decked out in a chef’s hat and apron, he prepares 
and serves griddle cakes for his guests to cover with Cat Bow 
maple syrup. Anyone who receives a gift can of the syrup 
may be sure it is a sincere token of the Secretary’s esteem. 

* * * * * 


One of his intimate associates is reported to have char- 
acterized Sinclair Weeks as “two-thirds businessman and 
one-third politician.”’ 

* . + * * 


Photographers who caught him at his desk in the Com- 
merce Department found him with a telephone headset such 
as switchboard operators wear. He told them it freed his 
hands to make notes. During one long conversation, he 
said, he wrote three letters, 

* * * * * 

In person, Sinclair Weeks is a soft-spoken, stockily built 
man of 64. Referring to his New England background and 
his genial firmness, one newspaper called him an adamant 


Yankee. 


* * * * * 


Sherman Adams, the assistant to the President, and his 
wife were guests at Cat Bow one summer, and warmly 
admired the sheep they saw. Back at their home in George- 
town, a residential section of Washington, they had a call 
from an express agency. Later that ‘afternoon two lambs 
were delivered with the compliments of the Weeks family. 
They were put out in the Adams garden, and Mrs. Adams 
built a makeshift barn under a rose bush and lilac trees. 
The lambs enjoyed the garden, but a policeman pointed out a 
few days later that farming was frowned on in the city limits. 

* * * * * 
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The Secretary is an avid follower of baseball, America’s 
national game. As the season advances, his interest rises to 
fever pitch. During a mass meeting of employees in the 
Commerce Building Auditorium, he arranged a news-ticker 
service that relayed the World Series results, inning by 
inning. Weeks read the bulletins to the crowd. 

* * * * * 


In his industrial companies, Weeks long ago established 
50-year clubs and delighted in honoring older employees. 
At Commerce he holds informal and private receptions to. 
wish retiring employees Godspeed and continuing happiness. 
Almost never do these take place around his big, official desk. 
The two pull up chairs together and chat before the burning 
logs in the office fireplace. The Secretary seems to have no 
other interest or responsibility beyond their immediate topic 
of conversation, although members of his staff may be flutter- 
ing to break in. 


(NotE.—492 employees retired from the Department of Commerce 
during 1957.) 


VI. Derense DEPARTMENT 
A. SECRECY OF “ADMINISTRATIVE” AIRCRAFT 


On May 20, 1958, Congressman Daniel J. Flood, of Pennsylvania, 
a member of the House Appropriations Committee, wrote the Special 
Subcommittee on Government Information that security classifications 
again were being applied to information about the number and use 
of so-called administrative aircraft. These specially fitted planes are 
used to ferry high Government officials around the world. (For the 
previous discussion of this problem see hearings, Special Subcommittee 
on Government Information, p. 3321, and H. Rept. No. 1884, 85th 
Cong., 2d sess., p. 103.) Congressman Flood, in his May 20 letter, 
referred to classified answers given in response to questions during 
House Appropriations Subcommittee hearings on defense appro- 
priations: 


I note that last year when the same question came up, the 
Pentagon backed down on the matter of classifying the num- 
ber and types of “administrative aircraft,’ but this year they 
seem to be back into the hush-hush attitude. 

In fact, they’ve gotten more hush-hush in the last 2 years 
because I see on page 859 and again on page 918 of those same 
hearings that even the number of planes assigned to MATS 
of different types is ‘“‘classified.”’ 

I see no excuse for this classification at all especially as the 
Congress will have to decide, probably on the floor of 
the House as we did on May 21 and May 29, 1957, what the 
policy shall be as regards the division of expenditures between 
United States civil air carriers on the one hand and MATS 
and other DOD aircraft, including the “administrative 
aircraft’? (or executive aircraft as they are more commonly 
known), and how will we do it if we cannot even get. the basic 
information as to what the Pentagon has now? 
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On June 2, the subcommittee staff consulted with Col. Frederick 
L. Smith, Air Policy Branch, Policy Division, Director of Plans, Air 
Force Deputy Chief of Staff (Plans and Programs). Colonel Smith 
readily agreed that virtually all the information cited by Congressman 
Flood should be declassified. He therefore took action to declassify 
the material, effective at once. Later, on June 13, the Air Force 
confirmed the declassification in writing. 


DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, June 13, 1958. 
Hon. Joun E. Moss, 
Chairman, Subcommittee on Government Information, 
Committee on Government Operations, House of Representatives. 

Dear Mr. CuarrMan: I refer to the recent telephone inquiry made 
by Mr. Paul Southwick, staff member of your subcommittee, in which 
he requested declassification of answers to certain questions asked 
during the Military Air Transport Service (MATS) ‘Keashees before 
the subcommittee of the Committee on Appropriations, House of 
Representatives, 85th Congress, 2d session. 

I am pleased to forward herewith the information requested. If I 
can be of further assistance to you in this or any other matter, please 
do not hesitate to contact me. 

Sincerely yours, 
W. P. Fisuer, 
Major General, United States Air Force, Deputy Director, 
Legislative Liaison. 


SUMMARY OF DECLASSIFIED INFORMATION FOR CHAIRMAN 
Moss 


Page 856: ‘Mr. FLoop. Will you submit for the record, or 
if it is security, for the committee, the number of transport 
— assigned to the different parts of the Department of 

efense?”’ 

Remarks: The answer provided for the record was classified 
“Confidential.”’ The following answer may be substituted 
for the original answer and is unclassified: 


Number of 4-engine transport aircraft in United States Air Force, by 
command as of January 31, 1958 


Alaskan Air Command_-__-_---_-_----- bis oR cig i ee 6 
er Ss AEs re oe eam man ae 8 
etter A POOR OO Se see odie co cceekede 72 
Ais Senter COMMING = 258 9 rs od Seis bins Bek LS eee bd 101 
Aip-Meeparch and Development.._......< as s- 2-2 cence sue . 45 
Po A aS NS SS > nS Cag ee een eee ee Rey 3 
eres ir Come ss SS. eo ca eo ce cee 6 
Continental Air Command.-_-_----_- Baie SA ab wild le pacer ee 2 
Headquarters Command................--.------ Poctieeouie 22 
Military Air Transport Service_._._.....__-_-- > Sian dens oslaie diate ania 604 
Pacific Air Foree.......--.-- Be ee hh a ae eee 30 
Stratemte Air Commune... 2 se. , ee ae 100 
ee NN is cM oe Mi ist het 106 
RAG ROO TORINO 5s sla ohne es ebb ema dead es 4 
U. 8. Air Force Security Service__._________- ig Ra ater tary i 4 





Grand total 
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ick Page 859: “Mr. Fioop. Will the Air Force give me the 
Air number of MATS planes each year for the same number of 
ith ears as the Navy?” (Nore.—The Navy provided the 
an MSTS nucleus fleet by date and number of vessels from 
ify October 1949 through April 1, 1958, in unclassified form.) 
rce Remarks: The Air Force answer provided the number of 
MATS transport aircraft, by type for fiscal year June 30, 
1950, through fiscal year 1957, and was classified ‘Confi- 
dential.’”’ The following answer may be substituted for the 
original answer and is unclassified. 
Number of MATS Transport Aircraft as of June 30 for fiscal year 1950 
through fiscal year 1957 (4-engine strategic transport only) 
res. 1950 pea SRS 0s FC See ee 6 a se 127 
$cc eats. SAR et hs See is 
1 MNGi l...:- cides. c0scd. det ea LL ee 248 
— NR osiiccnadusikcneerestetaduankhamaet) ebeenminemaiedal 318 
ced Si lisi ivegasnecesnineiochin -pinaielackbabiaaiiee kane nae 311 
ore De iiee sin c0ne dee deen 6elkehee ene nee dienenie 431 
at W008... ..-..-.-cl.c) agi 52) ie a ea ee 429 
FOOT onus Saeki wc Sus LL Le eee 488 
fI Page 918: “Question 1. How many aircraft in MATS”? 
ase Remarks: The Air Force answer to this question was 


classified ‘“‘Confidential” and is downgraded to unclassified. 

Page 919: “Question 5. How many aircraft in the Air 

Force of the type referred to as ‘transports, administrative 

aircraft, etc.’ and, ‘question 6. Give the breakdown as to 
assignment by command or other special assignment.” 

Remarks: Part of the answer to these questions was classi- 

fied “Confidential.’”’ The following unclassified answer is 

provided in lieu of the classified table previously submitted: 


USAF 4-engine transport aircraft in the Air Force as of Jan. 31, 1958, 
in specified functional distribution 


Adminis- 
trative 


Test Opera- 
and test tional 
| support support 


Special 
mission 


Alaskan Air Command _--............-... 
Air Defense Command.............-..... 
USAF in Europe..-...-- nt ached hails aie 
Air Materiel Command 
Air Research and Development. .---.-.---- 
Air University __..- dd sci icsadedpnicinbed adil | 
Caribbean Air Command..---............ 
Continental Air Command..-._.-.....---- 
Headquarters Command...-_.--.......---| 
Military Air Transport Service......-...-} 
yg FS EES eS eee 
Strategic Air Command 
Tactical Air Command 

Air Training Command 
USAF Security Service. 


Total 





B. CLASSIFICATION 








OF PERSONNEL RECORD 





On April 18, 1958, Congressman Porter Hardy, Jr., of Virginia, 
referred to the subcommittee a complaint from a former serviceman 
that he had been unable to obtain part of his service record because 
it had been classified. After the subcommittee staff discussed the 
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matter with the Army, the material was declassified and made avail- 
able to the former serviceman upon request. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 


Washington, D. C., June 25, 1958. 
Hon. Joun E. Moss, 


Chairman, Special Subcommittee on Government Information, 
Committee on Government Operations, House of Representatives. 

Dear Mr. CHarrMan: On or about May 1, Mr. Southwick of your 
subcommittee staff telephoned the Congressional Investigations 
Division of this Office and requested to see the 201 file of one M. Sgt. 
Harry E. Mason (now retired) in particular reference to a classified 
endorsement on a letter written by then Sergeant Mason, dated 
January 5, 1956. At that time, Sergeant Mason requested transfer 
from his duty with the United States Army Mission to Venezuela. 

The 201 file in question was in dead storage at St. Louis and when 
received in the office of the Adjutant General it was found that the 
endorsement of interest was not contained in the file. 

Inquiry was then initiated with Headquarters, United States Army 
Caribbean, Fort Amador, Canal Zone, requesting that a search be 
made for the correspondence desired. A copy of the original letter 
written by Sergeant Mason, the first endorsement thereon above 
referred to, followed by a second, third and fourth endorsement have 
now been received from that command and are submitted herewith 
by hand carrying for the perusal of your staff together with the 201 
file of Mason. It will be noted that the original classification of the 
first endorsement was “confidential’’. It has now been determined 
that the classification ‘‘official use only’ is appropriate at this time 
solely for the protection of the individual and his family, and that it 
may be used for any purpose with Mason’s consent. 

Should your office desire a copy of this endorsement carrying the 


classification ‘‘official use only’’, this office will be pleased to comply 
with such request. 


Sincerely, 
J. H. MicHak is, 
Major General, GS, Chief of Legislative Liaison. 


C. CLASSIFIED LIST OF ARMY MISSILE CONTRACTORS 


In the House Appropriations Subcommittee hearings on defense 
appropriations for fiscal year 1959 (85th Cong., 2d sess.), Pentagon 
witnesses testified (p. 442) that the list of Army missile contractors 
and subcontractors, revealing the subsidiary relationship of the sub- 
contractors, was classified. The Special Subcommittee on Govern- 
ment Information asked the Defense Department why information 
showing the relationship between prime contractors and subcon- 
tractors should be withheld under a security classification. 

Following a conference with the staff of the subcommittee, the 
Defense Department reported that the reason for classifying the list 
of Army missile contractors was the possible value to an enemy of 
a complete list of Army missile contractors and the components 
supplied by each contractor. The Department agreed, however, 
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that there was no reason for restricting, under a military security 
classification, the subsidiary relationships of missile subcontractors to 
prime contractors. The material showing the corporate relationships 
was extracted from the classified document and made available. 
Following is the correspondence. 


Housrt or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


May 20, 1958. 
Hon. Net H. McE roy, 
Secretary of Defense, Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: It has been called to the attention of the 
House Government Information Subcommittee that, in the field of 
Army missile contracts, the complete list of prime contractors and 
principal subcontractors, showing their parent companies, is classified. 

Requests have been made to the subcommittee to ascertain why 
such information should be classified. The information, particularly 
that which shows whether the subcontractors are subsidiaries of the 
prime contractors, is of obvious public interest. 

Since a similar situation may also prevail in the Navy and the Air 
Force, the subcommittee requests that you look into the matter and 
reply to the following questions: 

1. Why is the Army list classified and what is the degree of classifi- 
cation? ’ 

2. If there is reason to classify parts of this information for security 
purposes, does this reason also apply to information which identifies 
the relationship between prime contractors and their subcontractors? 
Please explain fully. 

3. Are the lists of prime contractors and subcontractors, showing 
parent companies, for Navy and Air Force procurement in missiles 
and aircraft also classified in whole or in part? If not, are these lists 
available to the public? 

Sincerely, 
JouNn E. Moss, Chairman 





OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., June 18, 1958 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives. 


Dear Mr. CuatrMan: This is in further reply to your letter to 
Secretary McElroy of May 20, 1958, regarding a list of Army missile 
contractors. 

I am advised that to achieve a fuller mutual understanding than 
might have been possible by the use of correspondence alone, the 
Director for Small Business Policy, a member of the staff of the 
Assistant Secretary of Defense (Supply and Logistics), and Maj. 
Walter G. Allen, of the Army’s Procurement Division, have called 
upon Mr. Sam Archibald, a member of the staff of your subcommittee. 
The Director for Small Business Policy furnished Mr. Archibald a 
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copy of General Procurement Information on Guided Missile Pro- 
poem dated April 1958, which was prepared for the assistance of the 

usiness community and disseminated in very large quantities through 
the Small Business Administration. Enclosed is an additional copy 
of this bulletin, which provides general guidance to firms and ind 
viduals desiring to participate in the guided-missile programs, and also 
lists the principal prime contractors and subcontractors for each of a 
great number of missiles of the Army, Navy, and Air Force. Also 
enclosed is a copy of a 38-page press release issued by the Department 
of Defense in February 1958, which contains the same breakdown of 
the principal contractors for these missiles. 

Also furnished for Mr. Archibald’s inspection was a copy of a much 
more comprehensive Army list of its own missile contractors, classified 
Confidential, which was submitted to the House Appropriations Com- 
mittee (Army hearings, April 17, 1958, p. 442), and which was the 
particular subject of your inquiry. There is no explanation in the 
testimony before the House committee of the reason for the classifica- 
tion of the list, and we appreciate the opportunity to clear this up. 
As Major Allen explained to Mr. Archibald, the basis for classification 
of this document was the value to an enemy of so comprehensive and 
detailed a compilation of information as to the identity of Army missile 
contractors and the precise component supplied by each. 

In addition to information of a security nature, this Army list also 
included information showing whether listed subcontractors are sub- 
sidiar'es of the p*ime contractors. The information as to intercor- 
porate relationships was, of course, no part of the basis for the classifi- 
cation of the document. This information can readily be derived from 
standard publications of financial information, and we are glad to 
attach a transcript of all the information contained in the Army list 
with respect to intercorporate relationships. 

I am further advised that the Navy and Air Force have no counter- 

art, for missiles or aircraft, of the Army missile listing which your 
fetter mentions. The Navy and the Air Force have in their records 
some information respecting the status of intercorporate relationships 
of companies with which they have missile and aircraft contracts, and, 
if you would like to have this information compiled, I will make ar- 
rangement to furnish it. It would, of course, be unclass‘fied and could 
be published without limitation. 

Sincerely yours, 


C. J. Hauck, Jr., 
Assistant to the Secretary. 
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Excerpt From List oF PRINCIPAL CONTRACTORS AND SUBCONTRACTORS BY 
MissiLe System (Army) 


Information concerning corporate relationships 








Contractors Type Subcontractors to— Subsidiaries to— 
Aerojet-General Corp., Azusa, Calif...| Prime...|.............-...-.--..-.. General Tire & Rubber Ov. 
Aero) Poe Corp., Sacramento, | Sub... bao Manufactur- Do. 
Calif. 0. 

Aerophysics Development Corp., | Prime...|......-.....-.-.-.---.-... Curtiss-Wright Corp. 
Santa Barbara, Calif. 

American Bridge Division, United |...do-.---_|.........--...--.......-.- United States Steel Corp., 
States Steel Corp., Orange, Tex. Pittsburgh, Pa. 

Benson Manufacturing Co., Kansas |...d0.--.|......-...--....-..--.---- Dean & Benson Research, 
City, Mo. Inc., Clifton, N. J 

Bulova Research and Development |.-.do.--.|......--..-.-...-.-......- Bulova Watch Co. 
aera Bulova Park, Flush- 
ing, N. Y. 

Catalyst Research Corp., Baltimore, | Sub-.--- Curtiss-Wright Corp....| Mine — Aogeeies 
Md. Corp., Pittsburgh, Pa. 


p. 
Clary Dynamics division, San |_..do....| Firestone Tire & Rub- | Clary Corp., San Gabriel, 





Gabriel, Calif. ber Co. Calif. 
Consolidated Western Steel Co., Los |...do.__.| Douglas Aircraft Co_.... United States Steel Corp., 
Angeles, Calif. Pittsburgh, Pa. 
Federal Telecommunications Labo- |...do....| The Martin Co......-.- Affiliated with International 
ratory, Nutley, N. J. Telephone & Telegraph 
orp. 
Ford Instrument Co., Long Island, |...do....| Chrysler Corp--.-.-....-.-- Sperry-Rand Corp., New 
N. Y.! York, N. Y. 
eabewt Trailer Corp., Los Angeles, | Prime...|...-.. 190456 505<dbiide bane Fruehauf, Detroit, Mich. 
Calif. 
Fruehauf Trailer Co., Vernon, Calif.._| Sub_....| Douglas Aircraft Co_._.. Fruehauf, Detroit, Mich. 
Girdler Co., Louisville, Mee tacckocesen FUMIO... eacucsuccbenetsccuisnuain a of National Cylin- 
er Co. 
H. A. Wagner Co., Van Nuys, Calif_.| Sub-_---- Curtiss-Wright Corp....| Curtiss-Wright Corp. 
Hays Aircraft Corp., Birmingham, |--.do._... Chrysler Corp-.-.--.---.-- Affiliate of United Industries 
Ala.! Loree Grand Rapids, 
ch. 
Jet Propulsion Laney hi FO ee eS ee California Institute of Tech- 
Grove Dr., Pasadena, Calif. nology. 
John R. Hollingsworth, Phoenixville, |...do.....|.....-....-..-.----.------ Hol-Gar Co. 
Pa. 
Kaiser Aluminum & Chemical Corp., |--.do.....|......-....--...------..-- Kaiser Aluminum & Chem- 
Oakland, Calif. ical Corp. 
Sabre Equipment division, Lyons, Il_|-..do.....|...-....-..--------.--.--- Sabre Metal Products, Inc. 
Sperry Gyroscope Co., Salt Lake |...do_....).-.....-.......-..... .....| Sperry-Rand Corp., New 
City, Utah. York, N. Y. 
Utica-Bend Corp., Utica, Mich .-...- ngs NOD cdhsgeiellceceeinliiaasiiaecmnieash aia Curtiss-Wright Corp. 
Visioneering Co., Cleveland, Ohio....| Sub_....| Douglas Aircraft Co__-.- — Mfg. Co., St. Louis, 
0. 
Westpoint Manufacturing Co., West- | Prime...|..........-.....---.--.-.. Allied Chemical & Dye Corp. 
point, Miss. | 


ee 


1 Prime development producer for ABMA at present, but considered as part of subcontractor structure 
to Chrysler. 


D. MISTAKEN USE OF “NEED TO KNOW” 


The stultifying effects of imposing an ill-defined “need-to-know”’ 
requirement for access to scientific information were discussed in 
House Report 1619 of April 22, 1958. Subsequently, the subcom- 
mittee was informed that a ‘‘need-to-know”’ requirement had been 
applied even to an Army compilation of public statements made by 
the Secretary of the Army and the Army Chief of Staff. On April 2, 
1958, the subcommittee asked Secretary of the Army Wilber M. 
Brucker to explain why the pamphlet was labeled “For official use 
only” and why it was restricted on a ‘“‘need-to-know”’ basis. On 
April 17, 1958, the Army replied that the use of the restrictive terms 
on a document compiling sublic statements was a “misunderstand- 
ing” and a “mistake.” Following is the correspondence. 
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House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
April 2, 1958. 
Hon. WiusBer M. Brucker, 
Secretary of the Army, Department of the Army, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: A copy of Department of the Army Pam- 
phlet No. 20-1, entitled ““A Guide to Army Philosophy,” has recently 
come to the attention of the House Government Information Sub- 
committee. 

The foreword of the pamphlet states that it contains “principally 
a compilation of extracts from public statements made over the past 
year by the Secretary of the Army and the Chief of Staff, Army.” 

The 66-vage pamphlet is stamped on each page with “For Official 
Use Only.” On page 66, the order for distribution of the pamphlet 
states that it shall be distributed ‘‘on a need-to-know basis to head- 
quarters, Department of the Army Agencies; United States Conti- 
nental Army Command; etc.” 

The subcommittee will appreciate an explanation of why such a 
document, compiled from public statements made by the Secretary 
and the Chief of Staff of the Army, was labeled for “Official Use 
Only.” 

The subcommittee also requests an explanation of the origin of the 
‘need-to-know” requirement imposed by the Army on some of its 
information. Is the ‘‘need-to-know”’ restriction authorized by law, 
and if so, what law? Is it authorized by Executive order, and if so, 
what Executive order? If so, does that Executive order specifically 
authorize “‘need-to-know”’ restrictions on nonsecurity information? 

Furthermore, the subcommittee requests an explanation of the use 
of ‘need to know” specifically on the distribution of Army Pamphlet 
No. 20-1. What are the requirements to ‘‘need to know” the in- 
formation in this pamphlet? Who makes the decision on whether 
the ‘‘need to know” requirements have been satisfied? Could any- 
one in the Army or outside of the Army be refused a copy of this 
pamphlet for lack of a “need to know?” 

Sincerely, 
Joun E. Moss, Chairman. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D. C., April 17, 1958. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee, Committee on 
Government Operations, Hcuse of Representatives. 

Dear Mr. CuHarrMan: Further reference is made to your letter of 
April 2, addressed to the Secretary of the Army, and reply thereto of 
April 11, pertaining to Army Pamphlet No. 20-1, entitled “‘A Guide 
to Army Philosophy.” 

The Department of the Army staff has conducted an inquiry into 
the background and classification of the above publication. At the 
outset it clearly appears that certain misunderstandings exist which 
can be attributed to two unintentional but confusing aspects of the 
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—_ The classification ‘For Official Use Only” should not have 
een placed on the publication, and the removal of the symbol from 
all — was directed on March 24, 1958. In the preparation of the 
pamphlet the symbol ‘For Official Use Only” was used to indicate 
that the a was intended for internal use and study as dis- 
tinguished from material which is intended for distribution to infor- 
mation mediums and to the public. In view of the fact that the contents 
were based upon public statements made by the Secretary of the 
Army and the Chief of Staff, there was no need to effect another public 
dissemination. There was a need for a convenient compilation of the 
public statements in a form which would permit their evaluation, 
study, and application by interested officers. The authors of the pub- 
lication erroneously concluded that the symbol ‘For Official Use 
Only” could be used to make this distinction. 

he use of the expression ‘‘need to know” in the distribution note 
at the end of the publication also creates a mistaken impression. This 
term as used by The seen General was not intended to impose a 
requirement upon an individual to justify his access to a safeguarded 
document. It was used as a device to effect substantial economies by 
making distributions only to interested segments of the Army instead 
of to the Army as a whole. Immediate steps are being taken to dis- 
continue the use of the term “‘need to know”’ in effecting distribution 
of publications. 

Your letter has served to point up the misunderstandings which 
may arise when an identical phrase is used to serve two distinctly 
different objectives. The correct use of the term ‘‘need to know” 
arises in connection with procedures for determining the conditions 
under which individuals may have access to classified defense infor- 
mation, and has no application to the pamphlet under discussion. 

I trust the above information will meet the requirements of your 
subcommittee. 

Sincerely, 
J. H. MicHag tis, 
Major General, GS, Chief of Legislative Liaison. 


E. RESTRICTIONS ON PUBLIC COMMENT 


House Report 1884 (85th Cong., 2d sess.) June 16, 1958, discussed 
at some length a series of top-level Pentagon orders restricting public 
comment by military and civilian personnel of the armed services, 
particularly about missiles and satellites. Meanwhile, the repercus- 


sions from the Pentagon “no talk’’ orders became evident on lower 
levels. 


1. Publicity directive 

A directive on public comments about missiles and satellites, issued 
on December 10, 1957, by the Army Chief of Ordnance, was labeled 
‘For Official Use Only,” thus preventing public disclosure of the 
directive. Since the directive applied to public statements, the sub- 
committee questioned restrictions on dissemination of the directive 
itself. 

The Army explained that the restriction had been placed on the 
directive because its publication would “serve to exaggerate the im- 
pression of interservice bickering in the defense effort.’’ Upon recon- 
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sideration, the Army said it had removed the “For Official Use Only” 
restriction. Following is the directive and the correspondence. 


Hovusr oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
January 31, 1958. 
Hon. Wiuser M. Brucker, 
Secretary of the Army, Department of the Army, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: Enclosed is a copy of an Army directive on 
public statements about missiles and satellites. 

Although this directive appears to permit much freer discussion of 
the subject than previous Army orders, it is stamped “Official Use 
Only.’”’ In addition, the final paragraph states that the comments in 
the directive do not apply to information furnished appropriate con- 
gressional committees, etc. 

Since the subject matter covers public statements, I would like to 
know why restrictions are placed on public dissemination of the 
directive itself. 

If the directive applies only to public statements, please provide 
copies of comparable directives applying to ‘‘official’’ communications 
mentioned in the final paragraph. Please explain, specifically, 
whether the prohibition on criticizing ‘‘the work of another service” 
also applies to such official communications. 

Sincerely, 


Joun E. Moss, Chairman. 


[For official use only] 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ORDNANCE, 
Washington, D. C., December 10, 1987. 
00/7-17948-0U0 
ORDGX OTL 
Subject: Release of information. 
To: See distribution below. 


1. Reference letter 00/7U0-38464 dated November 13, 1957, sub- 
ject as above, the following message from the Chief of Staff, United 
States Army, with respect to restrictions on public statements, is 
disseminated for your guidance: 

“Speakers and writers on subject of missiles, satellites, and other 
important service matters must always be guided by considerations of 
security, propriety, and good judgment. Following comments are 
advanced as guidance. 

‘“‘(a) The appropriate spokesman for an Army activity is the indi- 
vidual responsible for it and/or his information officer. Only these 
should talk or write who have both responsibility and competence in 


the field, and then only in consistence with approved policy. 

“(b) It is a disservice to the Army and to national defense to 
criticize the work of another service. The net effect can only be to 
intensify the impression of interservice bickering in our defense efforts. 
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The positive achievements of the Army can be amply presented with- 
out reflection on any other person or agency. 

“(e) The Office of the Chief of Information, Department of the 
Army, is always available to give advice in cases where doubt exists 
in matters of public information. 

“The foregoing comments apply only to public statements and have 
no bearing on official communications, recommendations, and infor- 
mation furnished to appropriate congressional and Government 
agencies which have a responsibility in the field.” 

E. L. Cummings, 
Lieutenant General, United States Army, Chief of Ordnance. 
Distribution: A. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D. C., February 28, 1958. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives. 

Dear Mr. CuarrMan: This is in further reply to your query of 
January 31, and reply thereto of February 10, pertaining to a letter 
which was prepared in the Office of the Chief of Ordnance on the 
subject of missiles, satellites, and other important service matters, 
This letter was marked “For official use only”’ as it quoted the guidance 
re in a message bearing that marking from the Chief of Staff, 

Jnited States Army. 

As you have noted, the intent of this guidance was to assist in as- 
suring free and factual discussion of satellites and missiles by negating 
any doubts which might have arisen as to the appropriateness of 
those personnel competent to do so, speaking and writing publicly 
in this field. 

The original message was marked “For official use only’’ because it 
included paragraph (6) as shown in the inclosed letter. As you 
know, the basic principle expressed in this paragraph has often 
been publicly stated. owever, at the particular time this guidance 
was disseminated, it was felt that any special official Army comment 
on interservice rivalries would be misinterpreted outside the Army 
and serve to exaggerate the impression of interservice bickering in 
the defense effort, thus producing an effect contrary to the purpose 
of the guidance. 

Reconsideration of this message, in light of the extensive Congres- 
sional hearings and public discussion of the satellite and missile pro- 
grams, indicated that public release of the aforementioned paragraph 
(6) would not now be misconstrued and therefore the marking “Hor 
official use only’ has been removed. 

The last paragraph was included in the guidance because it was 
directed specifically at individuals speaking and writing publicly 
and because these efforts normally include much personal opinion 
and interpretation as contrasted with the type of purely factual 
data which normally makes up the bulk of official reports and con- 
gressional testimony. The same basic principles as to honoring 
security, propriety, and exercising good judgment is expected of 
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personnel in official reports or testimony. Most of these basic 
principles are reflected in Department of Directives, e. g., 
5200.1, 5200.6, and 5400.4, copies of which you already have. 
I trust that this provides the information you desire. 
Sincerely, 
J. H. MicHaxg tis, 
Major General, GS, Chief of Legislative Liaison. 


2. Generalized restrictions 


Information Please, a publication at Parks Air Force Base, Calif., 
included in its issue of November 13, 1957, the following item: 


EMPLOYEE’S RESPONSIBILITY TO THE AIR FORCE 


Each employee is responsible for performing the duties 
of his position to the best of his ability, for respecting 
administrative authority, and for conducting himself in such 
a manner as to reflect credit both to the Federal service and 
the Air Force. Employees shall not discuss official matters 
except during the conduct of official business and shall be 
held responsible for safeguarding any military information 
which may come to their attention. 


On January 7, 1958, the subcommittee asked Secretary of the Air 
Force James H. Douglas for an explanation of the sweeping restriction 
since Air Force directives cnnetaliy define information of an official 
nature. 

The Air Force replied that the instruction in the information 
bulletin at Parks Air Force Base was an “unfortunate error and action 
has been taken to preclude a recurrence of misleading paraphrasing 
of this nature.”” The base commander was asked to inform personnel 
that generalized warnings against dissemination of “any military in- 
formation” undo all the good accomplished by carefully worded 
Air Force information directives. Following is the detailed infor- 
mation. 

House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
January 7, 1958. 
Hon. James H. DovGtas, 
Secretary of the Air Force, Department of the Air Force, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: Enclosed are copies of pages from an in- 
formation bulletin issued at Parks Air Force Base, Calif. 

On the second page, under the title “Employee’s Responsibility to 
the Air Force,” there is the statement: 

“Employees shall not discuss official matters except during the 
conduct of official business and shall be held responsible for safeguard- 
ing any military information which may come to their attention.”’ 

The House Government Information Subcommittee sympathizes 
with all sincere efforts to protect true security information. Testi- 
mony by security experts before the subcommittee indicates, however, 
that the security system is being misused to restrict much nonsecurity 
information. 
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An example is the prohibition against discussing “official matters” 
except during the conduct of “official business” and the flat warning 
of responsibility for safeguarding ‘‘any military information.”’ 

The subcommittee would appreciate knowing under exactly what 
Air Force directive employees are prohibited from discussing ‘‘official 
matters’ and exactly what Air Force directive requires safeguarding 
“any military information.” 

The subcommittee would also appreciate an exact definition of 
“official matters” and “any military information.” 

Air Force and Defense Department directives brought to the atten- 
tion of the subcommittee so far carefully define official information 
which is restricted and even more carefully define military information 
of a security nature which must be restricted for the Nation’s protec- 
tion. The subcommittee has been informed that such careful defini- 
tion is employed to prevent giving the impression of blanket restric- 
tions on either official information or military-security information. 

Generalized warnings against dissemination of ‘‘any military in- 
formation” or of information on “official matters” undo all the good 
which may have been accomplished by the carefully worded directives. 

In view of the importance of this problem, the subcommittee would 
appreciate specific answers to the above questions as well as a com- 
plete explanation for the use of such restrictions on information as set 
forth in the enclosed bulletin. 

Sincerely, 
Joun E. Moss, Chairman. 





DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, January 27, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives, Washington, 
D. C. 

Dear Mr. CuHartrMAN: The Secretary of the Air Force has asked 
that I reply to your letter of January 7, 1958, in which you asked to 
be advised concerning the basis for use of the terms “official matters”’ 
and “any military information,’ which appeared in a recent bulletin 
published at Parks Air Force Base, Calif. 

Inquiry has disclosed that the paragraph which appeared in the 
above-mentioned bulletin was based upon a similar paragraph set 
forth in Air Force Manual 40-1, “Air Force Civilian Personnel 
Manual,” dealing with the safeguarding of information. The para- 
graph, appearing in a chapter entitled “Conduct of Employees,” 
reads as follows: 

“Safeguarding information.—The official records and business of 
the Air Force will not be disclosed to anyone or made the subject of 
conversation out of the office, except so far as necessary to the proper 
discharge of official duties and then only to authorized persons. 
Civilian officers and employees are subject to the penal laws and 
Executive orders relating to era military information.” 

The paragraph which appeared in the Parks Air Force Base bulletin 
was the result of an unfortunate error in paraphrasing and action 
has been taken to preclude a recurrence of misleading paraphrasing 
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of this nature. I am forwarding herewith a copy of correspondence 
dispatched by this headquarters to the commander, Parks Air Force 
Base, concerning this matter. 

In addition, this subject will be thoroughly covered in a forth- 
coming issue of the Information Services Letter, a copy of which is 
also attached. This letter is distributed to all Air Force commanders 
and information officers in the United States Air Force. Explanation 
of the above-mentioned material will result in the dissemination of 
this letter to all Air Force personnel and to civilian employees as well. 
Copies of this Information Services Letter will be provided your 
subcommittee immediately following its publication. 

Sincerely yours, 
Jor W. KEL Ly, 
Major General, United States Air Force, Director, Legislative 
Liaison. 
[Draft] 


Subject: Unwarranted Restriction of Information. 
To: Commander, Parks Air Force Base, Calif. 


1. A matter of possible unwarranted restriction of infor- 
mation has been brought to the attention of this head- 
quarters by Representative John E. Moss, chairman of the 
Government Information Subcommittee of the House of 
Representatives, Congress of the United States. This re- 
striction was printed in volume 7, No. 22 issue, of Informa- 
tion Please dated November 13, 1957, under the heading 
entitled, ““Employee’s Responsibility to the Air Force.” 

2. While efforts to protect against release of security in- 
formation are laudable and reminders to all personnel of 
this responsibility are required and desired, it is necessary to 
carefully word any such reminders so as not to convey a 
meaning that can result in possible misuse and restriction of 
nonsecurity information. 

3. Air Force directives carefully define official information 
which is restricted and even more carefully define official 
information of a security nature which must be restricted 
for the Nation’s protection. Generalized warnings against 
dissemination of ‘any military information” or of informa- 
tion on “‘official matters’ undo all the good that may have 
been accomplished by the carefully worded directives. 

4. It is recommended that this matter be brought to the 
attention of all personnel responsible for preparing or editing 
publications at your installation. 


F. EXECUTIVE SESSIONS OF THE BOARD OF ENGINEERS FOR 
RIVERS AND HARBORS 
Early in 1958, the Special Subcommittee on Government Informa- 


tion was informed that the Board of ne for Rivers and Harbors 
had stopped holding its meetings in public. The Board, which passes 


on the feasibility of flood control, navigation, port and other public 
works projects before the projects are presented to Congress, held its 
meetings in public from October 1953 to November i956. During 
a period the Board members also cast their votes on the projects in 
public. 
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In November 1956 the Board decided to exclude the public from its 
meetings because “the objectives and purposes of the Board can be 
better accomplished and its business conducted more efficiently and 
effectively in nonpublic meetings.’”’ The Secretary of the Army had 
been informed of the original decision to open Board meetings to the 
public; he was not informed of the later decision to conduct executive 
sessions. 

In the memorandum directing public Board meetings beginning in 
October 1953, it was pointed out that ‘‘the general public is ignorant 
of the splendid role” which the Board of Engineers for Rivers and 
Harbors plays in the national public works program. In fact, the 
memorandum stated, there was criticism that the projects which the 
Board approves are in the “‘pork barrel’ classification. The public 
Board meetings were planned to overcome the criticism and inform 
the public about the Board’s activities. 

When the Board decided in November 1956 that it could conduct 
the public’s business “more efficiently and effectively” in private, it 
also ordered that there be no publicity about the new policy. In 
addition, the Board refused to make public the votes cast by its 
members on the important public works projects to be presented to 
Congress. The subcommittee officially reported the new meeting 
procedure to the Secretary of the Army, asking for his comments in 
view of an Army regulation which states that the “American public 
has the right of access to all unclassified information concerning the 
objectives and activities of the Army * * *.” In answer, the sub- 
committee received a letter from a legislative liaison official who 
contended that governmental deliberations are not ordinarily carried 
out in public “with the inherent inhibitions to free and frank dis- 
cussion necessary to impartial decisions.’”’” The subcommittee has 
insisted that the matter be brought to the attention of the Secretary 
of the Army himself who has been asked to cite statutory authority 
for holding secret Board meetings on public works projects. Follow- 
ing are the details on the matter. 


Houser OF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
January 24, 1958. 
Maj. Gen. Emerson C. ItscHNner, 
Chief of Engineers, Department of the Army, 
Gravelly Point, Va. 

Dear GENERAL ItscHNER: The House Government Information 
Subcommittee has been informed that the Board of Engineers for 
Rivers and Harbors has changed its former policy of holding public 
meetings, and now holds its meetings in secret. 

One of the basic principles of our American democracy is that the 
public’s business shall be conducted in public. Every citizen has the 
right to know not only what decisions are being made, but how those 
decisions have been reached. 

Because of our concern for this fundamental right, the House 
Government Information Subcommittee would appreciate the follow- 
ing information: 
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1. Are the meetings of the Board of Engineers for Rivers and 
Harbors held in secret? Are the votes of Board members announced 
in full, or is the voting also secret? 

2. If the meetings are secret, under what authority—statutory or 
otherwise—was the decision made to bar the public? 

3. Please furnish the subcommittee copies of any rules or regulations 
which govern the conduct of Board meetings and other material that 
may have been prepared relating to the question of whether Board 
meetings should be open to the public. 

4. Please provide a complete report on the Board’s experience with 
open and closed meetings, including specific information on whether 
any closed meeting policy followed by the Board was approved by you 
and by the Secretary of the Army. 

I would appreciate your providing answers to the above questions 
as soon as possible. 

Sincerely, 
JoHN E. Moss, Chairman. 





DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEERS, 
Washington, D. C., February 3, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. Moss: Reference is made to your letter of January 24, 
1958, in which you make inquiry as to the method by which the Board 
of Engineers for Rivers and Harbors conducts its reviews of prelimi- 
nary examinations and surveys in accordance with section 3 of the 
River and Harbor Act of 1902. I propose to outline the philosophy 
governing the Board since its inception 56 years ago, during the course 
of which I will identify and answer specifically each of your questions. 
However, I will say at the outset that the Board’s decision to revert 
to its previous practice of executive sessions had as its objective, not 
secrecy, but the facilitation of the public’s business. 

In considering this subject I think it essential to recall that the 
impetus for the projects reviewed by the Board starts at the grassroots, 
when a need for a project results in the Congress directing an inves- 
tigation to be made by the Board of Engineers. It has always been 
the policy of the Chief of Engineers to conduct such investigations, 
and they can only be conducted, by full and frank discussions with 
the people who will be affected thereby. Consequently, as the first 
step, a public hearing is held from which the investigating officer 
obtains the essential data to pursue his investigation. Usually several 
years of close coordination and discussion of the project with local 
people is necessary before he completes his report and issues a public 
notice restating the purpose of the project, describing it briefly, and 
announcing his recommendations. By means of this notice he also 
announces that the report is being forwarded for consideration by the 
Board of Engineers, which will also consider any additional or new 
data submitted to it bearing on the engineering or economic feasibility 
of the project. He further informs the public that a public hearing 
before the Board may be requested if it is believed that such a hearing 
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is warranted because of new information or because the report does 
not adequately present pertinent aspects. 

At the time of its consideration by the Board the entire report is 
public property. It may be reviewed in various public places and 
copies are for sale at cost. The Board considers all statements re- 
ceived, or, in the case of a public hearing all material presented thereat, 
along with all the information previously gathered by the district and 
division engineers, and having arrived at a decision, issues an im- 
mediate release to all known interested parties. Immediately follow- 
ing action upon a report, the Board transmits the report to the Chiet 
of Engineers by letter which includes a concise statement of the 
Board’s views, conclusions, and recommendations. Upon preparation 
of the report of the Chief of Engineers, the entire documentation, 
including the reports of the district, Division, and the Board, is trans- 
mitted to the governor of the State and interested Federal agencies 
for comment prior to formal submission by the Secretary of the Army 
to Congress. 

The act of Congress establishing the Board states only what the 
Board shall do but not how it shall be done. Implicit in the very act 
of establishing such a Board is a confidence in its integrity and judg- 
ment to render impartial decisions by procedures of its own choosing. 
Any less confidence would render its existence pointless. Chiefs of 
Engineers have historically given to the Board the widest discretion 
in its work. They have always considered it a completely autono- 
mous agency, operating independently of the Chief of Engineers, 
whose single duty is to consider and recommend projects to the 
Congress based upon their engineering and economic aspects. In 
accordance with the autonomy indicated above, the successive Chair- 
men of the Board, from 1902 to 1953, held executive sessions in the 
great majority of cases for the purpose of reviewing data submitted 
to them. Public hearings and/or inspections of the proposed work 
were made when requested, or, when in their judgment they believed 
this to be advisable. 

In answer to your first question, to my knowledge, there have been 
no secret meetings of the Board; members of the Board staff and my 
staff habitually are present and participate in the executive delibera- 
tive sessions. Moreover, the vote of the Board members has never 
been announced except that for the period of 3 years from 1953 to 
1956, observers at Board meetings could note by the show of hands 
how Board members voted. The Board has usually found it expedient 
to meet periodically to discuss among themselves and question experts 
on the project under consideration in order to arrive at a solution in 
the best interests of the United States. Sometimes a letter ballot 
has been used to conduct business more expeditiously and inexpen- 
sively. In a word, Board meetings are deliberative sessions which 
take place after the public has offered the evidence as distinct from 
public hearings where evidence and information is invited. To some 
extent the procedure can be likened to that of courts of appeal, or 
commissions having a judicial function. To my knowledge, their 
decisions are also reached by nonpublic deliberations followed by 
public announcements of the results. 

In reply to your third question, there are no established formal 
written rules or regulations governing the conduct of Board meetings. 
Review of past Board meetings indicates that, as at present, after 








46 AVAILABILITY OF INFORMATION 


detailed consideration and discussion of a proposed improvement, the 
Board voted in an informal manner, the majority ruling. Past 
Board meetings reviewed give no indication of an invididual member’s 
vote on any improvement. It also appears that at times individuals, 
including representatives of Congress, officers of the Corps of En- 
gineers, and other interested _— appeared before the Board at 
its executive sessions, presumably to supplement information already 
presented in writing. More recently, the practice of preparing formal 
minutes of meetings as such has been discontinued, and in lieu thereof, 
the agenda of the meeting together with copies of the Board’s recom- 
mendations on reports considered is retained. 

It is interesting to note that in 1953, when it was decided to open 
to the public the deliberative sessions of the Board, the Chief of En- 
gineers stated that this was a matter for decision by the Board. The 
Chairman polled the members and 5, including the Chairman, voted 
to open the meetings to the public and 2 opposed. The latter two 
and several others, who “anal for the open meetings, commented on 
the probable curtailment of free expression of views and discussion, 
and the possibility that differences in views might be overemphasized, 
or technical discussions misunderstood. The decision to open the 
meetings to the public was made subject to the right of each member 
to request an executive session at any time. The Secretary of the 
Army was informed by memorandum (copy attached) of the Board’s 
decision to open its meetings to the public; no response was received. 

Your fourth question requests a report on the Board’s experience on 
the open and closed meetings. As stated above, for 51 years the 
Board held executive sessions, governed by complete informality 
during which the engineering it economic aspects of each project 
were discussed with complete candor, and information was sought 
from whatever source it was available. As indicated to the Secretary 
of the Army in 1953, the Board opened the meetings to the public, 
subject to the provision for executive sessions, primarily as a matter of 
public relations. However, the Board’s experience with public, or 
open, meetings was unsatisfactory. It developed that for open meet- 
ings each item on the agenda had to be scheauled in order that those 
who attended, particularly Members of Congress and other elected 
officials, would not have to wait until the project in which they were 
interested was considered by the Board. Since there is really no way 
of determining how long a candid, free exchange of views on a particu- 
lar project will take, scheduling thus introduced a rigidity in the 
presentation by the Board staff of civilian experts, and discussions by 
the Board members themselves, which was not warranted by the 
advantages gained. As a matter of fact, the public interest in the 
Board’s meetings was a minimum. Additionally, in some cases those 
attending did not understand why they were not allowed to enter the 
discussion, particularly when they were in disagreement with informa- 
tion presented or discussed, or opinions stated by the Board staff or 
its members. The courtesy extended by the Board to Members of 
Congress and other elected officials, to present their views orally on a 
project, was sometimes criticized by those in attendance who were not 
allowed this privilege. In reality, little information of an engineeri 
or economic nature was brought out by such presentations which 
could not have been presented in the form of written statements for 
the Board’s consideration. The belief became prevalent that the 
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Board’s action was based solely upon the summary information pre- 
sented by tthe staff at the meeting and, in instances when public 
officials presented differing opinions, the Board decision was, in effect, 
a judging of a debate between proponents and opponents. The fact 
that the Board members had had and reviewed the entire report for a 
considerable period of time, and that their conclusions and actions are 
based on objective deliberation and technical discussion of the 
engineering features, costs, and economic advantages seems to have 
been generally overlooked. The result was that these open meetings 
became additional public hearings, rather than deliberative con- 
ferences in which the Board sought objectively to arrive at a recom- 
mendation which was in the interest of every citizen. 

During 1955 and 1956, the present Chairman of the Board, Maj. 
Gen. Charles G. Holle, as Chairman discussed this question from 
time to time with the members of the Board. He had had experi- 
ence as a Member of the Board at the time prior to 1953, when it 
held executive sessions. Later he had been a member of the Board 
and then Chairman of the Board during the period of open meetings. 
The philosophy generally shared by Board members was a true allegi- 
ance to the interests of all our citizens. It was believed that this 
philosophy thrived in an atmosphere of calm deliberation, rather 
than one in which minority groups re-advocated one view or another 
respecting a particular project. Referring to your second question, 
these views and opinions, unanimously held by members of the 
Board, are responsible for the action to implement the decision effec- 
tive with the Board meeting of November 1956. I was informed of this 
decision, and sharing fully with my predecessors the belief that such 
a decision was rightfully that of the Board, I made no report to the 
Secretary of the Army but announced it within the Corps of Engineers 
by means of the multiple letter attached. 

Upon receipt of your letter, it was read to the Board at its meeting 
on January 28,1958. A majority of the present Board has had experi- 
ence with both public meetings and executive sessions. It was the 
members’ unanimous opinion that the decision to revert to executive 
sessions in 1956 has resulted in the type of technical engineering 
and economic discussions among themselves, their staff, and other 
experts as necessary, which are requisite to a full response to the 
directives of the Congress and in keeping with the traditional public 
service of the corps. 

I have carefully reviewed this matter from time to time since 1953. 
I, too, am of the opinion that experience has shown the advisability of 
holding such deliberating sessions of the Board, except when a public 
hearing is deemed advisable for the presentation of new data and evi- 
dence. I appreciate your concern that executive meetings may be 
construed by some as star chamber proceedings, but I assure you that 
all the Board’s procedures conform to my policy that our actions shall 
stand the test of public scrutiny at all times. 

In view of the direct interest of the Senate and House Public Works 
Committees in the effectiveness of the Board of Engineers for Rivers 
and Harbors, I have taken the liberty of furnishing a copy of your 
letter and this reply to the chairmen of those committees. 

Sincerely yours, 
E. C. ITscHNEr, 
Major General, United States Army, 
Chief of Engineers. 
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SEPTEMBER 23, 1953. 
Memorandum for the Secretary of the Army. 
pce : Board of ites for Rivers and Harbors. 


As discussed with you by General Sturgis, the Board of Engineers 
a: Rivers and Harbors has voted to open its meetings to the press, 
but in view of the fact that the public relations of the Secretary of 
the Army and the Chief of Engineers may be involved, desires ap- 
proval before implementation. Information is therefore requested as 
to whether there are any objections on your part. Specifically, the 
proposal is that the press and the public be admitted to executive 
sessions as well as public hearings of the Board of Engineers for Rivers 
and Harbors, subject to the right of each individual member to a 
= executive session upon his request. 

The Board of Engineers for Rivers and Harbors was established 
os law in 1902 and is required by statute to review and recommend 
on all survey reports directed by the Congress pertaining to public 
works for navigation and flood control, which is the entire civil works 
program of the Cor ps of Engineers. It is the most important advisory 
group in this field, and although its members are appointed by the 
Chief of Engineers, it is an independent and autonomous body main- 
taining a competent staff of seein and economists to perform this 
important function. The Board is constituted of seven senior officers 
of the Corps of Engineers with broad experience in the civil-works 
field. At the present time it consists of 1 major general as Chairman, 
2 brigadier generals and 4 senior engineer colonels including 1 full-time 
resident member who directs the activities of the Board staff. Five 
of the members are division engineers who utilize their engineering 
staffs in review of reports prior to each meeting of the Board. Thus 
it is so constituted and operated that the best thinking of the Corps 
of Engineers military and civilian personnel is reflec ted in the various 
viewpoints of the individual Board members. 

3. While those of us who have served on the Board and are familiar 
with its policies and procedures are fully cognizant of the independent 
nature of the Board and its true value, it is felt that the general public 
is ignorant of the splendid role which it plays in the national public- 
works program. At times in the past certain uninformed criticisms 
have been directed against the Board to the effect that it is a “captive 
board” of the Chief of Engineers and that the projects which it 
approves are in the “pork barrel’ classification. It is the aim of 
General Sturgis not only to maintain the Board as an independent 
and autonomous body, but to avoid any basis for public criticism of 
it. If the general public were aware of its true purpose and its 
policies and procedures, it is believed that public reaction would be 
favorable, and the very fact that the Board gives careful consideration 
to all viewpoints and makes sound decisions on controversial issues 
should redound to the credit of the Corps of Engineers and the Army. 

5. If you concur, the Chief of Engineers would review the agenda 
for each Board meeting, which is well known in advance, and in the 
event that discussion of certain projects in open meeting might 
adversely affect relations with other departments or the public, he 
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would insure that such matters were discussed in executive session, 
or would bring the-mdividual cases to your attention to determine 
your desires. 
6. Your concurrence is recommended. 
B. L. Rosinson, 
Major General, Acting Chief of Engineers. 





DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEERS, 
Washington, D. C., November 13, 1956. 
Subject: Meetings of the Board of Engineers for Rivers and Harbors. 
To: Division engineers, except division engineer, Missouri; district 
engineers, except ‘district engineers in districts of Missouri; 
resident member, Board of Engineers for Rivers and Harbors. 


Reference is made to multiple letter, Office Chief of Engineers 
October 15, 1953, subject: ‘‘Policy, Army Board of Engineers for 
Rivers and Harbors’’ which distributed a press release announcing 
that commencing with the October 15, 1953, meeting of the Board, 
its sessions would be open to the public 

From 1902 when the Board of Engineers for Rivers and Harbors 
was established until October 1953, all meetings of the Board except 
public hearings were nonpublic. The experience of the past 3 years 
has demonstrated that the objectives and purposes of the Board can 
be better accomplished and its business conducted more efficiently 
and effectively in nonpublic meetings. Accordingly, effective with 
the next meeting of the Board November 29-30, it will revert to its 
former practice of nonpublic deliberative sessions. 

In order to make available to interested parties timely informa- 
tion as to the decisions of the Board, press releases will be issued by 
the Board as quickly as possible after the conclusions of the meetings. 
The normal procedure of mailing releases after the Board’s action to 
the interested division and district engineers and other interested 
ah in their areas will be followed. 

The change from open to closed deliberative sessions of course 
as no bearing on the Board’s procedures for public hearings, and the 
circumstances under which public hearings may be requested and 
granted remain unchanged. 

The change in procedure will be given no publicity. In response 
to inquiries from local interests as to when particular projects will be 
considered by the Board, the requested information will be furnished, 
and if the question of the Board session being open to the public is 
raised or discussion of it appears necessary, it will be explained that 
the Board has reverted to its prior practice of closed sessions for rea- 
sons of efficiency and effectiveness. 

C. H. Dunn, 
Colonel, Corps of Engineers, Exec utive 
(For the Chief of Engineers). 
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House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
March 18, 1958. 
Maj. Gen. E. C. ItscHNnur, 
Chief of Engineers, Department of the Army, 
Washington, D. C. 


Dear GENERAL ITscHNER: I wish to thank you for your thoughtful 
and complete reply to my letter of inquiry about secret meetings of the 
Board of Engineers for Rivers and Harbors. I appreciate the effort 
you have taken to give me as full an explanation as possible of your 
views on the situation. 

It remains clear, however, that we have different philosophies on 
whether the various actions of the Government should be conducted 
in open, before the public, or in secret. If secrecy facilitates the 
public’s business, as you claim, that fact must be balanced against the 
right of the public to know how its business is being conducted. If 
the decision to close meetings to the public was taken purely to facili- 
tate Government business, then it would seem strange that publicity 
on the decision was specifically prohibited by the notice of November 
13, 1956. 

The House Government Information Subcommittee has been 
specifically instructed by the House Government Operations Com- 
mittee to inquire fully into the availability of information from 
Federal departments and agencies. You will understand, therefore, 
why I find it necessary to pursue the question of why the Board of 
Engineers holds secret meetings. 

In order that all interested persons may be kept informed of the 
subcommittee’s intentions, I am furnishing a copy of this letter to the 
chairman of the House Public Works Committee. 

Sincerely, 
JoHN E. Moss, Chairman. 





HovusrE or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
March 18, 1958. 
Hon. WiitBerR M. Brucker, 
Secretary of the Army, Department of the Army, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: An apparent contradiction between the 
Army’s announced policy of keeping the American public informed 
about the Defense Establishment and the actual practices of a parti- 
cular Army command has come to the attention of the House Govern- 
ment Information Subcommittee. 

Army Regulation 360-6, June 21, 1956, paragraph 3 (a), states: 

“The American public has the right of access to all unclassified 
information concerning the objectives and activities of the Army, 
the release of which is not prohibited by appropriate service regula- 
tions. The provision of such information is in the national interest 
and is an important function of command. The policy of the Depart- 
ment of the Army is that the discharge of this responsibility will be 
accomplished in a positive and anticipatory manner.” [{EKmphasis 
supplied. ] 
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This clear recognition of the public’s right to know about the actions 
of its Government would seem to indicate that unclassified material 
and activities, not restricted under other regulations, would be avail- 
able to the public. 

However, the subcommittee has learned that the Board of Engineers 
for Rivers and Harbors, under the Corps of Engineers, is holding its 
meetings in secret. It does conduct public hearings, but all actions 
by the Board are taken in secret, with only the result announced. 
Not only is the voting procedure secret, but the actual votes are not 
made public. 

The decision to make meetings of the Board of Engineers secret and 
closed to the public was recorded November 13, 1956, in a memoran- 
dum which specifically states the secrecy order itself ““* * * will be 

iven no publicity.” The subcommittee has been informed by Maj. 
a. E. C. Itschner, Chief of Engineers, that ‘““* * * I made no report 
to the Secretary of the Army * * *” because of ‘“* * * the belief 
that such a decision was rightfully that of the Board * * *” 

Since you have not been informed of the closed meeting policy, you 
may be under the impression that the Board is following an open- 
meeting policy, originally adopted September 23, 1953. The open 
meeting policy statement, officially reported to the Secretary of the 
Army, declared: 

“* * * it is felt that the general public is ignorant of the splendid 
role which it [the Board] plays in the national public works program. 
* * * Itis the aim * * * to avoid any basis for public criticism of it. 
If the general public were aware of its true purposes and its policies 
and procedures, it is believed that public reaction would be favorable, 
and the very fact that the Board gives careful consideration to all 
viewpoints and makes sound decisions on controversial issues should 
redound to the credit of the Corps of Engineers and the Army.” 

This praiseworthy statement on the benefits of doing the public’s 
business in public was superseded by the secrecy order of November 13, 
1956—an order on which there was no publicity and which was not 
officially brought to your attention. 

Since the secret meetings of the Board of Engineers for Rivers and 
Harbors conflicts with the Army’s announced public information 
policy, I would appreciate your comments on the matter. 

Sincerely, 
JoHN E. Moss, Chairman. 





DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D. C., April 14, 1958. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives. 

Dear Mr. CuHarrMan: Further reference is made to your letter of 
March 18, 1958, addressed to the Secretary of the Army, pertaining 
to the Board of Engineers for Rivers and Harbors and the manner in 
which it conducts its executive deliberations. As you know, your 
letter was acknowledged by this office on March 28 and further dis- 


cussion as to final submission of reply was had with your staff on 
April 4. 
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Your letter to the Chief of Engineers of January 24 and his reply of 
February 3 as well as your subsequent letter of March 18 have been 
reviewed carefully. The Chief of Engineers’ letter indicates that 
complete publicity is provided by the procedures of the Corps of 
Engineers throughout the various stages in the processing of reports 
to the Congress on matters pertaining to public works. Not only are 
public hearings held by the original investigating officer but public 
notice is given of his recommendations made to the Board of Engineers. 
His entire report may be reviewed in various public places and copies 
are available for purchase. The Board of Engineers itself may con- 
duct additional public hearings where new or additional information 
may be presented or required. This letter also points out that during 
the review process the recommendations of the Board of Engineers 
for Rivers and Harbors to the Chief of Engineers are presented to the 
public by press releases, and that the Board’s report is submitted 
along with other pertinent matters to the Congress. 

In all three of the Government’s branches—legislative, executive, 
and judicial—it is common practice to arrive at decisions by calm 
deliberations either by an individual or a group. Such deliberations 
are not ordinarily accomplished by any branches of the Government 
in public with the inherent inhibitions to free and frank discussions 
necessary to impartial decisions. Thus, the procedures decided upon 
by the Board of Engineers for Rivers and Harbors, based upon their 
experience in these matters, are in accordance with common practice, 
and do not violate any prerogatives of either the general public or the 
Congress of the United States to be informed concerning the functions 
of the Board. 

Please be assured that the members of the Board and the Chief of 
Engineers were motivated in this instance by the desire to maintain 
the highest of traditions in rendering impartial recommendations in 
response to the directives of the Congress. 

Sincerely, 





J. H. MicHAE ts, 
Mayor General, GS, Chief of Legislative Liaison. 





Hovusr OF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
July 9, 1958. 
Hon. Witsur M. Brucker, 
Secretary of the Army, Department of the Army, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: On March 18, 1958, I informed you that 
the Board of Engineers for Rivers and Harbors is holding its meetings 
in secret and even casting votes on the important projec ts before it in 
secret. As I pointed out in my letter, the decision of the Board to 
meet behind closed doors was not brought to your attention. 

My letter emphasized the conflict between the policy of secret 
meetings and the clear recognition of the people’s right to know 
contained in Army Regulation 360-6. I asked, specifically, for your 
comments on the secret meetings procedure of the Board and on the 
conflict with the Army’s announced public information policy. 
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Instead of the requested comments from you, my letter was answered 
a month later by Maj. Gen. J. H. Michaelis, Chief of Legislative 
Liaison. General Michaelis contended that the Board’s secret meet- 
ings ‘‘are in accordance with common practice’”’ since governmental 
pe Tiel Pied “are not ordinarily accomplished by any branches of the 
Government in public with the inherent inhibitions to free and frank 
discussions necessary to impartial decisions.”’ 

I need not comment on the absurdity of an assertion that the 
deliberations of any branch of the Federal Government can be con- 
ducted only in secrecy if impartial decisions are to be arrived at. 
I am sure you realize that such an attitude contradicts the historical 
necessity for Government administrators to take the public into their 
confidence in a democratic system. 

As you know, the House Government Information Subcommittee 
is charged wjth the duty of studying the information practices and 
policies of the executive branch of the Government. As part of this 
study I requested your personal comments upon the secret meeting 
policy adopted by the Board of Engineers for Rivers and Harbors. 
I would appreciate your comments instead of those by a legislative 
liaison officer. 

In addition, I would like to know specifically: 

1. Do you believe the secret meeting policy, including the decision 
not to tell the public or the Congress what votes are cast by Board 
members, is consistent with the Army’s public information policy set 
forth in Army Regulation 360-6? 

2. Since the matter of secret meetings by the Board has been 
brought to your attention, do you intend to permit the secret meeting 
policy to continue? 

3. Under what specific statutory or other legal authority may the 
Board follow a policy of meeting behind closed doors and casting 
votes in secret? 

I would appreciate your prompt and complete response to this 
letter so that it may be unnecessary to hold time-consuming public 
hearings on the matter. 

Sincerely, 
Joun E. Moss, Chairman. 


G. CLASSIFICATION OF THE HISTORY OF THE MACHINEGUN 


The subcommittee asked the Navy why 2 volumes of a 4-volume 
work entitled ‘““The Machine Gun” were restricted from public use 
under the security classification ‘‘confidential.” The classified 
volumes were subtitled ‘History, Evolution, and Development of 
Manual, Automatic and Airborne Repeating Weapons.” Detailed 
information on the operation of machineguns, as well as scale illustra- 
tions of machinegun mechanisms, were included in a volume of the 
study which was not classified. In addition to material on the 
development of machineguns in the United States, the volumes which 
were classified covered the development and operation of Soviet 
machineguns. 

In commenting on the restriction of historical information about 
machineguns—and information about Soviet weapons which the 
Soviets, themselves, already know—the Navy said declassification 
of the material ‘has been considered and found to be impracticable 
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at this time because of funding and manpower limitations.” Some 
of the material, the Navy reported, came from friendly countries and 
must be protected ‘ ‘even when there is no apparent justification for 
it.”’ The historical and operational information about machineguns 
from unfriendly countries, the Navy added, was classified either to 
rotect the source “or to insure that those countries do not learn of the 

nited States knowledge of it.” Following is the correspondence. 


Hovusr or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., October 17, 1957. 
Hon. Tuomas S. Gatss, JR., 
Secretary of the Navy, Department of the Navy, 
The Pentagon, Vi vashington, D. C. 


Dear Mr. Secretary: The House Government Information Sub- 
committee is interested in a four-volume work entitled ‘““The Machine 
Gun,” prepared by the Navy Bureau of Ordnance between 1951-55. 
The series is a definitive work on machineguns by Lt. Col. George N. 
Chinn, USMC. 

The wai ommittee is particularly interested ia the fact that volumes 
2 and 3, entitled ‘““The Machine Gun,” are classified as confidential. 
Both of these volumes are subtitled “History, Evolution, and Develop- 
ment of Manual, Automatic, and Airborne Repeating Weapons.”’ 

Volume 1 covers the early history of the machinegun and volume 4 
covers the “Design, Analysis of Automatic Firing Mechanisms and 
Related Components.’ Volume 4 includes detailed information on 
the operation of machineguns as well as illustrations of machinegun 
mechanisms. 

I would like to know whether volumes 2 and 3 of the work are 
classified for security reasons under Executive Order 10501. Volume 2 
is devoted to information on the development and operation of Soviet 
machineguns. Approximately two-thirds of volume 3 covers auto- 
matic weapons development in the United States since World War IT 
and the rest of the volume covers postwar developments in automatic 
weapons by other world powers except the U.S. 5S. R. 

In view of the subjects covered by volumes 2 and 3, I would appre- 
ciate a complete explanation for their classification as confidential. 
I am particularly interested in the reason for restricting information 
on weapons developments in other countries—information which 
most certainly is available to those countries. 

Sincerely, 





JoHn E. Moss, Chairman. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice oF LEGISLATIVE LIAISON, 
Washington, D. C., November 12, 1957. 


Hon. Joun E. Moss, 

Chairman, Government Information Subcommittee, Committee 
on Government Operations, House of Representatives, Wash- 
ington, D. C. 

My Dear Mr. Cuatrman: In reply to your letter of October 17, 
1957, in which you requested information on whether volumes 2 and 3 
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of the Machine Gun were classified for security reasons under Execu- 
tive Order 10501, the following information has been furnished by 
the Chief of the Bureau of Ordnance. 

Volumes 2 and 3 were classified for security reasons under Executive 
Order 10501. The majority of the comments contained therein were 
extracted from classified documents, including intelligence reports and 
records of Department of Defense agencies. The United States Navy 
Security Manual for Classified Documents, which includes the require- 
ments outlined in Executive Order 10501, stipulates that publications 
must carry the same security classification as the basic documents. 

Information on foreign weapons developments was obtained from 
both friendly and unfriendly sources. In the case of material ob- 
tained from friendly nations, the United States is obligated to protect 
its assigned classification even when there is no apparent justification 
for it. Information obtained from unfriendly countries is classified 
either to protect the source or to insure that those countries do not 
learn of the United States’ knowledge of it. 

Declassification of the volumes has been considered and found to 
be impracticable at this time because of funding and manpower limita- 
tions. The overriding factor with which we are confronted is the 
lack of a bibliography listing the multitudinous specific sources, and 
the necessity of evaluating each item on its individual merit. At such 
time in the future as funds and manpower pernnit, a detailed review 
of these volumes for declassification purposes will be undertaken 
within the framework of the overall declassification program of the 
Bureau of Ordnance. 

It should be noted that the general utility of the entire work is not 
prejudiced by classification of volumes 2 and 3, since the material 
contained in volumes | and 4 is adequate to the needs of the majority 
of individuals having an interest in this subject. Legitimate requests 
for access to volumes 2 and 3 are promptly approved. 

It is hoped that this information fully meets the needs of the sub- 
committee. 

Sincerely yours, 
R. Y. McE roy, 
Captain, United States Navy, 
Deputy Chief of Legislative Liaison. 


H. NIKE SITE CONSTRUCTION SECRECY 


On May 7, 1958, the Army Corps of Engineers sought bids for 
improvements to be made on Nike sites in the San Francisco Bay 
area. Some contractors who requested information on the projects 
were denied access to the list of bidders for “‘security reasons.” 

After a prospective bidder was denied the information, the matter 
was brought to the attention of the subcommittee through Congress- 
man George P. Miller, of California. The Army explained that the 
refusal occurred because of a ‘misunderstanding of the regulations 
issued by the Corps of Engineers.”” The Army stated the project 
had not been classified for security purposes and promised to take 
“steps” to prevent similar restrictions on information in the San 
Francisco Bay area and throughout the Nation. Following are the 


details. 
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Sr. Francis E.ecrric SErvIcE, 
ELEcTRICAL CONTRACTORS, 
San Leandro, Calif., May 20, 1958. 

Subject: Revisions of Nike sites around San Francisco Bay area, 

including Lake Chabot, Travis Air Force Base, Fort Barry, 

San Rafael, and Sharp Park. 
Hon. ConeressMAN G. P. Miter, 

House Office Building, 

Washington, D. C. 


Dear Str: We are contacting you to obtain more information or 
explanation to the above revision. It seems this project has not been 
advertised for public bid. 

We called the United States Corps of Engineers, Construction 
Division, at San Francisco. They explained “only a selected group 
of contractors were given plans for security reasons” and would not 
give out the names of these contractors. If this project was secret, 
then why, on May 18, 1958, issue of the Oakland Tribune newspaper, 
was an article explaining these revisions publicized? 

We feel that Government work should be let out to the public on a 
competitive basis and advertised as such. Our complaint is all 
contractors were not given equal opportunity to bid this project. 

We claim to be qtalified because we installed the electrical installa- 
tion on one complete site (Alvarado) and have made revisions on 
several others. The answer lies in Washington and I wish you as our 
Representative to give me a more conslusive answer. 

Very truly yours, 
Sr. Francis Evecrric SERVICE, 
LORENZO SPINARDI, Owner. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
June 10, 1958. 
Hon. Witper M. Brucker, 
Secretary of the Army, Department of the Army, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: Recently the United States Army Corps of 
Engineers apparently selected contractors to revise Nike sites around 
the San Francisco Bay area, including Lake Chabot, Travis Air 
Force Base, Fort Barry, San Rafael, and Sharp Park. 

The House Government Information Subcommittee has been 
informed that public bids were not sought on the projects. Please 
provide the following information: 

1. If closed bids were sought on the projects, was this done because 
of the national security nature of the work? If so, what was the classi- 
fication category assigned to the projects? 

2. Are the names of the contractors contacted available to the 
public? If not, under what statutory authority is this informatioa 
restricted? 
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3. Were details of the projects made public at any time during 
negotiations on the contracts, while the work was in progress, or after 
it had been completed? 

Please provide all other pertinent information about this matter. 

Sincerely, 
JoHN E. Moss, Chairman. 





DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D. C., July 11, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee 
on Government Operations, House of Representatives. 


Dear Mr. CuarrMAn: Further reference is made to your letter of 
June 10 and reply thereto of June 14 pertaining to the method of 
soliciting bids for revision of Nike sites around the San Francisco 
Bay area. 

Certain types of highly complex construction projects which are 
essential parts of an overall high priority program have presented 
difficulties which have caused concern on the part of the Chief of 
Engineers. In cases where the time for advertising and constructing 
one of these projects is minimal, it is essential that the work be awarded 
to a constractor who can prosecute the work vigorously and efficiently. 
Otherwise, the result is a late project which, of course, is detrimental 
to national defense. 

Under such special circumstances, where time of completion is an 
essential element in a high priority complex defense project, bids are 
solicited only from competent and efficient construction contractors 
who are known to have the ability to perform efficiently and in a 
timely manner. The procedure for selecting competent bidders does 
not have for its purpose the exclusion of any qualified bidder. Any 
contractor making inquiry regarding such a project is given due con- 
sideration and if found to be qualified is given an opportunity to bid. 

The Chief of Engineers has limited the use of this procedure to cases 
where it is determined that its use is necessary to assure timely and 
acceptable completion of the work and has laid down the following 
general rules: 

(a) In selecting contractors the district engineer must be satisfied 
that those invited to bid are fully qualified. 

(b) The district engineer must be satisfied that those who are re- 
fused the privilege to participate are in fact not qualified for such 
project. 

(c) True competition must be realized. 

(2) The invitation, bid documents, and accompanying papers shall 
not deviate from the usual format for formal advertising. 

(e) The procedures and rules in bidding and award for advertised 
procurement shall be followed. 

The answers to the specific questions contained in your letter are 
given below: 

If closed bids were sought on the project, was this done because 
of the national security nature of the work? Ifso, what was the classi- 
fication category assigned to the project? 
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In this instance seven qualified bidders were specifically invited to 
bid. However, no qualified bidders were refused an opportunity to 
bid. The project was not classified. 

2. Are the names of the contractors contacted available to the 
public? If not, under what statutory authority is this information 
restricted? 

Any person having a bona fide interest in the names of the selected 
bidders is entitled to the information as provided by paragraph 
2-204.7, Armed Services Procurement Regulation. Specifically, sub- 
contractors and suppliers are entitled to a copy of the list. The 
subcontractors were denied access to the bidders’ list in connection 
with the revision of the Nike sites around the San Francisco Bay area 
through a misunderstanding of the regulations issued by the Corps of 
Engineers. Steps are being taken to avoid a similar occurrence in that 
and other district offices. 

3. Were details of the projects made public at any time during 
negotiations on the contracts, while the work was in progress, or after 
it had been completed? 

Information concerning the subject project was made public as 
hereinafter indicated. All releases in the subject project were coor- 
dinated with representatives of the sixth region, United States Army 
Air Defense Command, San Francisco, Calif. The required coordina- 
tion of necessity involved some delay in the issuing of public notices. 

With respect to the revision of the Nike sites around San Francisco 
Bay area the work was formally advertised rather than negotiated. 
Invitations for bids were issued on May 7, 1958. On May 18, 1958, 
the items regarding these projects were published by the Oakland 
Tribune and San Francisco Examiner and on May 19 by the Solano 
Republican. (See enclosures 1, 2, and 3.) Bids were opened on 
May 23, 1958. Award was made on May 29, 1958, and articles 
regarding the award were published on the same date in the San 
Francisco Chronicle and San Francisco Examiner. (See enclosure 4.) 

Sincerely, 
J. H. MicHag.is, 
Major General, GS, Chief of Legislative Liaison. 


I. DECLASSIFICATION 


In House Report No. 2947 (84th Cong., 2d sess.), July 27, 1956, the 
Committee on Government Operations stated (p. 89): 


The Defense Department and its component branches are 
classifying documents at such a rate that the Pentagon may 
some day become no more than a huge storage bin protected 
by triple-combination safes and a few security guards. Mil- 
lions of documents each year are being added to the Defense 
Department’s classified files, and only a small fraction are 
being declassified annually. 

The stipulation in Executive Order 10501 ordering that 
wherever practicable classified documents bear a date or 
event for subsequent declassification is being almost totally 
ignored. Unless some operative system of declassification is 
pra in the near future, we may find ourselves com- 
pletely walled off from our past historical achievements as 
well as from future progress in basic science. 
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Subsequently, the Special Subcommittee on Government Informa- 
tion held hearings with members of the Defense Department’s Com- 
mittee on Classified Information (Coolidge Committee). The Chair- 
man, former Assistant Secret of Defense Charles A. Coolidge, 
testified in March 1957 that 6 billion documents were classified during 
World War II and that the rate of classification had increased since 
then (hearings, p. 2025). A year after the Government Operations 
Committee’s oi for an effective declassification program, the Depart- 
ment of Defense established the Office of Declassification Policy. 
Vice Adm. John M. Hoskins was appointed Director of that Office, 
effective July 1, 1957. In November 1957, Admiral Hoskins informed 
the subcommittee that a new directive providing for automatic declas- 
sification of most of the vast backlog of secret material would be 
“out soon.” 

But by the time of House Report No. 1884 (85th Cong., 2d sess.), 
June 16, 1958, the new directive still had not been issued. The 
Committee on Government Operations stated in the report (p. 161): 


At the time of the preparation of this report, the major 
steps necessary for an effective declassification program still 
remained to be taken. Until they are taken, the vast store 
of potentially valuable material will continue out of reach 
of researchers, historians, scientists and others. And more 
material will pile up under costly and needless security 
protection. 


The committee recommended (p. 161): 


The Secretary of Defense should set a reasonable date 
for the declassification of the huge backlog of classified 
information, with a minimum of exceptions. 


On July 1, 1958—a year to the day after Vice Adm. John M. 
Hoskins had taken over as Director of Declassification Policy—the 
subcommittee requested Assistant Secretary of Defense Murray 
Snyder to explain the status of the new declassification directive 
which Admiral Hoskins had testified in November 1957 would be 
“out soon.” 

On July 10, Mr. Snyder replied that “innumerable problems have 
developed” and that “the interests of other Government agencies 
have had to be taken into account,” so that he could predict only 
that a declassification directive would be issued ‘‘in the near future.”’ 
Following is the correspondence. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., July 1, 1958. 
Hon. Murray SNYDER, 
Assistant Secretary of Defense for Public Affairs, Department of 
Defense, The Pentagon, Washington, D. C. 
Dear Mr. Secretary: A year ago today; Vice Adm. John M. 
aa took over in the new position of Director of Declassification 
dlicy. 
According to a provision in Department of Defense Directive 
5105.12 of March 22, 1957, the Director of Declassification Policy 
“shall report at semiannual intervals to the Assistant Secretary of 
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Defense (Public Affairs) as to the status, progress, efficiency, and 
effectiveness of the program established pursuant to this directive.” 
The House Government Information Subcommittee will appreciate 
a copy of Admiral Hoskins’ second semiannual report. 

During the subecommittee’s hearing of November 18, 1957, Admiral 
Hoskins testified he expected that a new directive setting an auto- 
matic date for declassification of the backlog of classified material 
would be “out soon.’’ Since the Office of Declassification Policy is 
under your direction, will you please explain the status of the directive 
which Admiral Hoskins indicated was nearly ready some 7 months 
ago? 

Sincerely, 
JoHun E. Moss, Chairman. 





AssIsTANT SECRETARY OF DEFENSE, PuBLIC AFFAIRS, 
Washington, D. C., July 10, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee of the 
Committee on Government Operations. 


Dear Mr. Cuairman: This is in reply to your letter of July 1, 1958, 
requesting a copy of the second semiannual report of the Office of 
Declassification Policy and inquiring as to the present status of a 
planned Department of Defense directive dealing with automatic 
declassification of classified material accumulated over the years. 

The Director of the Office of Declassification Policy has not yet 
submitted his second semiannual report, which will, as you know, 
cover the period from January 1, 1958, up to the beginning of this 
month. When it is received I will be glad to send you a copy as [ did 
in the case of Admiral Hoskins’ first report. 

With respect to the planned directive, as you know, it involves a 
completely new approach to a most difficult and complex matter. As 
we have worked along with it, innumerable problems have developed 
which have had to be carefully resolved, and additionally, the interests 
of other Government agencies have had to be taken into account. 
Overall we have, of course, had to constantly bear in mind the import- 
ance of avoiding the possibility of carelessly leaving a gap in our 
national security in our desire to complete this project. 

While we have discussed the matter of the planned directive with 
your subcommittee we have never in any way intimated that it was a 
simple project capable of quick completion and I am sure that your 
subcommittee, in the light of its special experience acquired over the 
past 3 years, is well aware of the difficulties posed by this completely 
new attack initiated by us on a problem which has defied solution for 
decades. Accordingly, we cannot predict with certainty when the 
directive will be finally approved. It has been receiving priority 
attention and I am fully confident that the project will be successfully 
completed and the directive issued in the near future. 

Sincerely, 


MurRAy SNYDER. 
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VII. Foreign Ciatms SETTLEMENT CoMMISSION 
‘‘ADMINISTRATIVELY CONTROLLED’? INFORMATION 


As a result of subcommittee inquiry, the Foreign Claims Settlement 
Commission has ceased use of a form prohibiting employees from dis- 
closing “administratively controlled” information. ~The Commission 
claimed that the form was designed solely to protect properly classified 
security material. After more than 6 months’ correspondence with 
the subcommittee, the Commission revised the form and eliminated 
reference to “administratively controlled” information. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
March 18, 1957. 
Mr. WHITNEY GILLILLAND, 
Chairman, Foreign Claims Settlement Commission, 
Tariff Commission Building, Washington, D. C. 

Dear Mr. CuarrMan: The House Government Information Sub- 
committee has been informed that persons employed by or assigned 
to the Foreign Claims Settlement Commission must sign the Commis- 
sion’s Form 63, titled “Security Acknowledgment.”’ 

This form requires employees to state that they will not divulge 
security information or “administratively controlled” information. 

Since the Foreign Claims Settlement Commission is not one of the 
agencies authorized, under Executive Order 10501, to restrict security 
information, I would like to know what type of information employees 
are prohibited from divulging for ‘‘security’’ reasons. 

More important, however, is the restriction on “administratively 
controlled” information. Such a broad category apparently could 
cover every bit of information from and about the Foreign Claims 
Settlement Commission. 

Such a blanket restriction on nonsecurity information appears in 
direct conflict with your agency’s answer to the subcommittee’s 
questionnaire of November 1955 on information policies and practices. 
In answering question I].3.(a) your agency stated ‘“‘no limitations are 

laced on the latitude” agency employees have in talking to the press. 
he extremely restrictive requirements of Form 63 were not mentioned. 

In view of this restriction on information, I would appreciate a 
complete explanation of the use of Form 63 including answers to the 
following questions: 

What is the date of adoption of Form 63? 

Exactly what categories and types of information is it designed to 
cover? 

Does form 63 place the Commission employee under any obligation 
not otherwise contained in law? If it does not, what is the purpose 
of this form? If it does contain such obligation, please define that 
obligation fully. 

Paragraph 2 of the form refers to “certain instructions pertaining 
to the control and dissemination of classified or administratively 
controlled information.” Please supply this subcommittee with copies 
of all of your agency’s directives, rules, and regulations which define 
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and implement the Commission’s polieies concerning the restrictions 
. ST ae Please cite the legal authorities upon which they are 
ased. 

Have the information policies of the Foreign Claims Settlement 
Commission changed in any respect since September 15, 1955, when 
the Commission replied to a questionnaire from the subcommittee on 
this matter? Please describe fully any such changes. 

Your reply will be of great assistance to the subcommittee in its 
study of the Federal agencies’ information policies. 

Sincerely, 


Joun E. Moss, Chairman. 


ForriGN CLaimMs SETTLEMENT ComMIssion Security ACKNOWLEDG- 
MENT 


i a tic ila , in anticipation of my employment by, or 
assignment or detail with, the Foreign Claims Settlement Commission 
or my forthcoming assignment to duties which require access to 
classified or administratively controlled information make the follow- 
ing statement with the understanding and intent that my statement 
will be used by the Commission in carrying out its elation to 

rotect the security of classified or administratively controlled in- 
ormation. 

1. I understand that it is the policy of the Commission to control 
the dissemination of classified or administratively controlled informa- 
tion in such manner as to assure the common defense and security. 

2. I understand that, in carrying out the aforesaid policy, the 
Commission has officially promulgated, and will promulgate and 
revise, as circumstances will require such revision, certain instructions 
pertaining to the control and dissemination of classified or adminis- 
tratively controlled information. 

3. I shall not reveal to any person any classified or administratively 
controlledinformation, of which I gain knowledge as a result of m 
employment, assignment, detail, or duties, except in accordance with 
official instructions or regulations of the Commission or except as 
may be hereafter authorized by officials empowered to grant such 
authority. 

4. I understand that the provisions of United States Code, Title 
18—Crimes and Criminal Procedures, approved June 25, 1948, of 
Internal Security Act of 1950, and section 798, title 18, United 
States Code, prescribe penalties for the disclosure to unauthorized 
persons of information respecting the national defense, and for loss, 
destruction, or compromise of such information through gross negli- 

ence. 
F 5. I understand that willful or gross carelessness or disclosing to 
any unauthorized person classified or administratively controlled in- 
formation pertaining to the Commission or any other Government 
agency may constitute sufficient cause for termination of my associa» 
tion with the Foreign Claims Settlement Commission. 


(Signature of interview- 
ing officer) 
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Foreign Ciaims SETTLEMENT CoMMISSION 
oF THE UNITED Srarss, 
Washington, D. C., April 11, 1987. 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
House of Representatives, House Office Building, 
Washington, D. C. 
(Attention Hon. John E. Moss, Chairman.) 


GENTLEMEN: This refers to your letter dated March 18, 1957, con- 
cerning the Commission’s form 63, entitled “Security Acknowledg- 
ment.” 

Form 63 was adopted on June 13, 1956, for use in connection with 
claims filed under section 6 (e) of the War Claims Act of 1948, as 
amended. That section authorized the Commission to determine the 
validity and amounts of claims of members of our Armed Forces who, 
while held as prisoners of war during the Korean hostilities, were not 
fed or otherwise treated by the enemy as required by the Geneva 
Convention of July 27, 1929. The statute excluded “any such mem- 
ber who, at any time, voluntarily, knowingly, and without duress, 
gave aid to or collaborated with or in any manner served any such 
hostile force.” 

In the course of making determinations under this section, the Com- 
mission found it necessary to examine classified files maintained by 
the Department of Defense and the Department of Justice. A care- 
fully selected group of qualified personnel was assigned to this task. 
Each of these persons was required to be ‘‘cleared” by field inves- 
tigation prior to such assignment. Previous programs of the Com- 
mission had not involved consideration of classified files and, accord- 
ingly, no special procedures were required. A brief description of the 
types of information which came to the Commission’s attention under 
the Korean program is contained in the answer to question I.1 of 
your subcommittee’s questionnaire of November 1955. 

The Commission does not itself have authority to impose classifi- 
cation limitations upon information. (See answer to question I.4 of 
the earlier questionnaire.) However, under Executive Order No. 
10501 (18 F. R. 7049), the Commission is required to control the dis- 
semination of security information obtained from another agency. 
Form 63 was adopted for the purpose of compliance with the Execu- 
tive order. The term “administratively controlled information” was 
intended to apply to such security information which might be in the 
custody of the Commission in conjunction with any of its functions, 
present or future. 

Pursuant to the provisions of the Executive order, the Commission 
promulgated regulations implementing the directives contained 
therein. A copy of those regulations is enclosed herewith for your 
information. Every member of the Commission’s staff has been 
fully informed as to the effect of the Executive order and the regula- 
tions issued thereunder, as well as his duties and responsibilities in 
connection therewith. The distinction between the types of informa- 
tion covered by the Executive order and other types with respect to 
which no such restrictions apply is set forth in the Commission’s 
answer to question II.3.(a) of the earlier questionnaire. Therein 
the Commission stated: ‘No limitations are placed on the latitude 
of officers and employees specified, except restrictions outlined in 
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I.2.a, b, c, and d, above.’”’ These exceptions pertain to classified 
documents, and information involving the right of privacy, the public 
interest, and administrative feasibility. 

The signature of an employee on form 63 does not place him under 
any obligation not otherwise contained in law. This form simply 
emphasizes the importance of adhering to the directives contained in 
the Executive order and the implementing regulations of the Commis- 
sion. Additionally, the use of the form assures that the staff of the 
Commission will carefully read the governing regulations and become 
thoroughly familiar with the provisions thereof. 

The information policies of the Commission have not changed since 
the time when the Commission replied to the earlier questionnaire of 
your subcommittee. While form 63 was adopted to accommodate the 
Korean claims program, it was not intended to be limited to this one 
phase of the Coastidenion’s activities. Accordingly, the form was 
drafted in broad terms in order to permit its application to any future 

ograms which involve consideration of similar types of information. 
Boon completion of the Korean claims program on August 21, 1956, 
the form did not become obsolete, nor has the effect of an employ ee’s 
signature thereon been changed to relieve him of any obligations 
previously assumed. 

It should be noted that the form has application to the present 
claims programs of the Commission. The Congress has Hietted 
that: ‘““No award shall be made under this title to or for the benefit 
of any person who voluntarily, knowingly, and without duress, gave 
aid to or collaborated with or in any manner served any government 
hostile to the United States during World War II, or who has been 
convicted of a violation of any provision of chapter 115, of title 18, 
of the United States Code, or of any other crime involving disloyalty 
to the United States” (22 U. S. C. 1641 k). Compliance with this 
section necessarily entails consideration of security files maintained 
by the Department of Justice, the Department of State, and other 
agencies. 

The Commission wishes to emphasize that the restrictions imposed 
under its security regulations and the obligations assumed by signing 
form 63 do not relate to nonsecurity information. As indicated by 
the Commission’s replies to questions I.2.b, c, and d of the earlier 
questionnaire, restrictions may apply to the dissemination of informa- 
tion other than classified documents where the release of such informa- 
tion impinges upon the right of privacy, or the public interest, or where 
for reasons of administrative feasibility the information cannot be 
made available. 

In general, however, the Commission has made every effort to make 
its records available and to furnish as much information as possible. 
Thus, under section 531.5 (c) of the regulations of the Commission, 
notice of proposed decisions is posted on the Commission’s bulletin 
board and copies of each such decision are available for public inspec- 
tion (21 F. R. 113, June 12, 1956). Pursuant to section 531.5 (d) 
of the regulations, other information of general interest to claimants 
is likewise posted. Such information may include notice of the fact 
that objections have been filed to certain proposed decisions and 
notice that hearings will be held with respect to certain claims. The 
Commission is presently considering the establishment of a register 
available for public inspection listing those securities, subject to ins 
before the Commission, with respect to which awards are made. 
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Moreover, by virtue of an administrative order there is established 
within the agency an open docket of claims containing claimants’ 
names, addresses, type of claim, government against which asserted, 
amount claimed, and disposition. 

The Commission will be pleased to furnish any additional informa- 
tion which your subcommittee may require. 

Sincerely yours, 
Waitney GruviLLanp, Chairman. 





Hovse oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
April 23, 1957. 
Hon. WuItNEY GILLILLAND, 
Chairman, Foreign Claims Settlement Commission, 
Washington, D. C. 

Dear Mr. Griuuitianp: Thank you for your letter of April 11, 1957 
artially explaining the Foreign Claims Settlement Commission’s 
orm 63 restricting the dissemination of ‘administratively controlled”’ 

information. 

You state that the “term ‘administratively controlled information’ 
was intended to apply to such security information which might be in 
the custody of the Commission in conjunction with any of its functions, 
present or future.’”’ Form 63 sets forth specific prohibitions on the 
dissemination of classified information, thus the term ‘‘administra- 
tively controlled information” could not very well apply to security 
material. 

Your letter also states that restrictions may apply to nonclassified 
documents ‘‘where the release of such information impinges upon the 
right of privacy, or the public interest, or where for reasons of ad- 
ministrative feasibility the information cannot be made available.” 

In public hearings with other Federal agencies the House Govern- 
ment Information Subcommittee has found broad terms such as 
“right of privacy,” “public interest,” and “administrative feasibility” 
have been used to restrict information which might reveal administra- 
tive inefficiency in an office or merely tend to embarrass an office- 
holder. 

Since these are terms cited by the Commission to describe nonclassi- 
fied information which is restricted, I would appreciate an exact 
definition of each of the terms. Please describe types of information 
which would be restricted under each term. 

Please cite the exact statutory authority for restricting nonclassified 
information and, particularly, for restricting information which falls 
within the “administratively controlled” category of form 63. 

In its study of Federal restrictions on information the subcommittee 
has found that worthwhile information policies expressed by the top 
officials of an agency often are not spelled out for the guidance oi 
employees at the working level. Thus, while an agency may state 
that it tries ‘to make its records available and to furnish as much 
information as possible,” such is not the case if regulations flatly pro- 
hibit divulging any and all “administrative” mformation. Most 
agency heads, when this fact is pointed out to them, have revised the 
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specific regulations under which employees must operate to match 
their open-door information policies. 

Under a democratic government, the public has an inherent right 
to all possible information about its government. When that right is 
restricted, either through a policy established by an agency head or 
through regulations governing the conduct of agency employees, the 
foundation of democratic process is weakened. 

I hope you will be able to provide complete answers to the questions 
involved in this most important problem as soon as possible. 

Sincerely, 


Joun E. Moss, Chairman. 





Forre1GgN CLaims SETTLEMENT ComMISSION 
OF THE UNITED STATEs, 
Washington, D. C., May 3, 1957 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House of Representatives. 

Dear Mr. Moss: This is in answer to your letter of April 23, 1957. 
Form 63 was put into use at a time when this agency had in ‘Ly pos- 
session a great deal of sensitive information which had been classified 
by the Department of Defense. Although the language may have 
been unnecessarily broad the sole purpose was cautionary against the 
revelation of any of that information or similar information subse- 
quently received. We made use of no such form before that date. 

I understand that in a telephone conversation between Mr. Archi- 
bald of your staff and our General Counsel, Mr. Andrew T. McGuire, 
it has been suggested that we discontinue the use of the term 

“administratively controlled.” There is certainly no objection to 
doing so and I have accordingly put the suggestion into effect. We 
would appreciate any further suggestions: you may have. I surely 
hope there is no difference in our objectives. 

Statutory provisions relevant to the duty and authority of the 
Commission in the matter are found at title 50 United States Code 
Annotated, section 2001 (c): ‘“The Commission may prescribe such 
rules and regulations as may be necessary to enable it to carry out 
its functions, * * *” and at title 22 United States Code Annotated, 
section 1622 (c): “The Commission may prescribe such rules and 
regulations as may be necessary to carry out its functions, * * *” 
and at title 50 United States Code Annotated, section 2001 (b) 
“The Commission * * * may make such expenditures as may be 
necessary to carry out its functions.’ 

Despite the limited purpose of form 63 the Commission does have 
in its possession information which should not, in my judgment, be 
loosely bandied about. I will develop the point by providing the 
three definitions supported by illustrations which you have asked for: 

tight of prwacy.——This expression would go to the details of the 
content of written evidentiary materials filed by claimants or gathered 
by the Commission for use in the determination of claims. 

It is no uncommon thing for lawyers and others (commonly called 
“‘ambulance chasers’’) to seek to consult our files under circumstances 
which suggest that they are in search of prospective clients. Others 
seek information from the files to use for propaganda purposes or in 
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commercial solicitations. A great proportion of our claims have situs 
behind the Iron Curtain. Revelation of information in files of such 
claimants, could in some instances, endanger the security of friends 
and relatives remaining behind the curtain. Furthermore, if it were 
known that we are going to give out such information it might become 
very difficult for claimants or for us to obtain. For these reasons we 
like to be rather careful about divulging information contained in 
claims files. On the other hand purely statistical information ob- 
tained from claims files which does not connect particular evidence 
with particular claimants would not in this connection necessitate 
similar caution. 

Public interest—This term would apply to the explanation of 
“right of privacy” above and to “administratively feasible” below. 
It would also apply to accounts of expressions of opinion as dis- 
tinguished from factual matters. For example, various members of 
our staff frequently, I presume hourly, gather together in groups to 
exchange opinions on matters whieh go to the determination of 
claims. Such expressions of opinion, although sometimes set forth in 
memorandums, may vary from time to time as a result of the impact of 
the interchange of views and continued study. Such deliberations 
resemble those of a jury or of a group of sointly participating judges 
who discuss among themselves the determination of cases which have 
been submitted to them. Just as judges refrain from discussing the 
details of tentative determinations on the street, a proper standard 
of ethics directs that the details of our agency discussions preliminary 
to decision should not be made public. Such revelations would not 
be in the public interest but on the contrary would be considered an 
impropriety by the public and tend to bring this agency into disrepute. 

Administrative feasibility —Administrative feasibility would stand 
in the way of the expenditure of substantial sums of money for the 
compilation and dissemination of statistical information for purposes 
unnecessary to the work of this agency. It is not uncommon for the 
Commission to receive requests for statistical information which has 
not been currently accumulated. Such requests are generally prop- 
erly motivated. They come from veterans organizations and the like, 
and we dislike to reject them. The information desired might be, for 
example, for the total amount of benefits paid on account of service- 
men taken prisoner of war in a certain battle. In order to provide 
such information it would be necessary to reexamine many thousands, 
perhaps hundreds of thousands of files long since consigned to Ar- 
chives. This would be an extraordinary expense. We do not have 
the money to pay for such work and it would not be administratively 
feasible to do it. Furthermore, I doubt that we would have the 
statutory authority to make such an expenditure. 

There may be situations of other kinds in which the expressions 
“right of privacy,” ‘‘public interest,” and “administratively feasible” 
would come into play, but I do not think of them at the present time. 
In all other respects it would seem the operations of this agency are 
an open book. If we can be of any further service to you by all means 
let us know. 

Sincerely yours, 
Waurtney GILLILLAND, Chairman. 
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House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


September 23, 1957. 
Hon. Wuitney GILLILLAND, 


Chairman, Foreign Claims Settlement Commission, 
Washington, D. C. 

Dear Mr. Gruuituanp: Thank you for your letter of May 3, 1957, 
informing me that the Foreign Claims Settlement Commission will 
discontinue the use of the term “administratively controlled” to 
designate nonsecurity information which Commission employees 
are instructed to restrict from public dissemination. 

I am glad that you have recognized the need for removing such an 
all-inclusive term from the regulations governing employee conduct. 
The public has an inherent right to all possible information about its 
government under a democratic system. When that right is restricted 
through regulations governing the conduct of agency employees, the 
foundation of the democratic process is weakened. 

I would appreciate knowing exactly what procedure you have used 
to discard the term ‘administratively controlled.’”” Worthwhile 
information policies expressed by the top management of an agency 
too often are not disseminated to individual employees. I would 
appreciate, therefore, copies of the specific administrative order 
which has been issued informing employees that they are no longer 
to refuse to the public the broad category of ‘administratively 
controlled” information. - 

In your letter of May 3, 1957, you define the terms, “right of 
privacy,” ‘“‘public interest,’’ and ‘administrative feasibility.” I 
would like to know also whether the definitions which you set forth 
have been transmitted to Commission employees. Such broad terms 
could result in unjustifiable restrictions on information unless the 


terms are clearly limited in regulations disseminated to all Com- 
mission employees. 


Sincerely, 
JoHun E. Moss, Chairman. 





ForEeIGN CLAIMS SETTLEMENT CoMMISSION 
OF THE UNITED StraTEs, 


Washington, D. C., October 1, 1957. 
Hon. Joun E. Moss, 


House of Representatives, 
Washington, D. C. 


Dear Mr. Moss: I have your letter of September 23, 1957, relative 
to dissemination of information, and in which you inquire concerning 
the method used in dispensing with the use of the term “administra 
tively controlled.”’ 

You may be advised that immediately upon dispatch of my letter of 
May 3, 1957, to you, I caused to be issued a revised FCSC Form 63, 
copy attached, which omits the above-referenced term. Such forms 
previously signed by personnel of the Commission were withdrawn 
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and discarded and the revised form substituted. Explanation for 
the change was made on an individual basis by our Personnel Office. 
No administrative order other than the revised form issued. 

With respect to the inquiry contained in the final paragraph of 
your letter, you may be further advised that the exchange of corre- 
spondence between us concerning this matter has been brought to the 
attention of the directors of the various divisions within the Commis- 
sion for the purpose of transmission to their staffs. 

The Commission appreciates your interest in these matters. 

Sincerely yours, 
Warrney GiLittanp, Chairman. 


Foreign Ciaims SETTLEMENT CoMMIsSION, SECURITY 
ACKNOWLEDGMENT 


a , in anticipation of my employment by, or 
assignment or detail with, the Foreign Claims Settlement Commission 
or my forthcoming assignment to duties which require access to classi- 
fied information make the following statement with the understanding 
and intent that my statement will be used by the Commission in carry- 
ing out its obligation to protect the security of classified information. 

1. I understand that it is the policy of the Commission to control 
the dissemination of classified information in such manner as to assure 
the common defense and security. 

2. 1 understand that, in carrying out the aforesaid policy, the Com- 
mission has officially promulgated, and will promulgate and revise, 
as circumstances will require such revision, certain instructions per- 
taining to the control and dissemination of classified information. 

3. I. shall not reveal to any person any classified information, of 
which I gain knowledge as a result of my employment, assignment, 
detail or duties, except in accordance with official instructions or 
regulations of the Commission or except as may be hereafter author- 
ized by officials empowered to grant such authority. 

4. I understand that the provisions of the United States Code, 
title 18, Crimes and Criminal Procedures approved June 25, 1948, of 
the Internal Security Act of 1950, and section 798, title 18, United 
States Code, prescribe penalties for the disclosure to unauthorized 
persons of information respecting the national defense, and for loss, 
destruction, or compromise of such information through gross neg- 
ligence. 

5. I understand that willful or gross carelessness or disclosing to any 
unauthorized person classified information pertaining to the Com- 
mission or any other Government agency may constitute sufficient 


cause for termination of my association with the Foreign Claims 
Settlement Commission. 
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(Signature of interviewing 
officer) 
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VIII. GENERAL SERviIcES ADMINISTRATION 
A. “ADMINISTRATIVELY CONTROLLED’’ INFORMATION 


An employee who was resigning from the General Services Admin- 
istration informed the Special Subcommittee on Government Infor- 
mation that he had been requested to sign a new separation statement 
which included 2 promise never to divulge any “administratively 
controlled’”’ information which he had handled in the course of his 
employment. This statement was to be in addition to a promise 
not to divulge security information, and the employee’s separation 
paycheck was to be withheld until he signed the form. 

After discussions between the agency and the subcommittee, the 
proposed requirement of a promise not to divulge “administratively 
controlled” information was abandoned. Following are the details. 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 


March 16, 1957. 
Hon. F. G. Fioere, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. Fuioetse: The House Government Information Sub- 
committee has been informed you have rejected a proposal to require 
each employee leaving the General Services Administration to sign a 
statement that he will not divulge any ‘‘administratively sontiole Ee 
information from the agency. 

The document is the General Services Administration Separation 
Statement (GSA Form 529). The proposed revision of this document 
would have called for each employee leaving GSA to state that he 
would not discuss security information nor the “administratively 
controlled” information of which he had knowledge during his em- 
en. Employees were to be required to sign the statement 

efore they could receive final payment. 

Although the revised statement had been used in some instances 
even though it did not have your official approval, I understand you 
have now directed that the signing of such a statement will not be 
required. 

our decision to reject the proposed revision of the GSA separation 
statement is in line with the philosophy expressed in letters to the 
subcommittee and in comments by members of your staff—a pbhilos- 
ophy that the public and the Congress are entitled to all possible 
information about the operations of the GSA. 

I am sure you realize that worthwhile policies on the availability 
of information are inoperative if regulations which Government 
employees follow do not clearly set forth those policies. A similar 
matter was discussed at the initial subcommittee hearings in Novem- 
ber 1955, and, following those hearings, the Civil Service Commission 
took action to revise its regulations to state that it is the positive duty 
of employees to keep the public informed. 

I am glad you have taken similar action and I would be happy to 
discuss any future revision of the GSA separation statement with you 
or members of your staff. 

Sincerely, 


JoHN E. Moss, Chairman. 
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GENERAL Services ADMINISTRATION, 
Washington, D. C., March 27, 1967. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee of the Committee 
on Government Operations, House of Representatives, Washing- 
ton, D. C. 

Dear Mr. CuarrMan: I am replying to your letter of March 15, 
1957, in which you referred to a proposed revision of the GSA separa- 
tion statement. 

The proposed statement was not approved and was never actually 
used for any employees separating from GSA. The existing statement 
of separation is now being reviewed to determine what changes, if 
any, are desirable. 

I appreciate your interest in this matter. 

Sincerely yours, 
FRANKLIN G. FLOETE, 
Administrator. 


B. PHOTOGRAPHY IN PUBLIC BUILDINGS 


House Report No. 157 (85th Cong., 1st sess.), February 22, 1957, 
detailed substantial improvement in the policy governing access to 
public buildings by news photographers as the result of inquiries made 
by the subcommittee to the General Services Administration. 

Subsequently, however, two instances developed, making it obvious 
that the new policy was not clearly understood. In both cases, there 
was confusion between restrictions properly applied to individual 
offices and a blanket restriction applied to the public areas of entire 
buildings. 


1. Camera seizure in Jackson, Miss. 


A news photographer’s camera was confiscated after he took a 
picture in the public corridor of the Federal Building in Jackson, 
Miss. The reason given for confiscating the camera was that the 
photographer had not “cleared with the building custodian.” The 
subcommittee asked the GSA to clarify its regulations, since the 
intent of the earlier revision was to make unnecessary the approval 
of a building custodian for pictures in the public areas of Federal 
buildings. As the result of a series of letters and discussions, GSA 
regulations were again revised to state that “news photographers 
may, without prior permission, take any pictures they desire in pub- 
lic space controlled by the General Services Administration * * *.” 
Following are the details: 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
August 12, 1957. 
Hon. Frankuin G. FLoerts, 
Administrator, General Services Adminstration, 
Washington, D. C. 

Dear Mr. FLorere: Congressman John Bell Williams of Mississippi 
has brought to the attention of the House Government Information 
Subcommittee an instance of restrictions on news photographers’ 
access to public buildings. 
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On June 13, 1957, W. C. Shoemaker, a photographer for the Jack- 
son, Miss., Daily News, snapped a picture in the public corridor of the 
Jackson Federal Building. His camera was confiscated by Deputy 
Marshal Atha A. Knight. It was returned only after Jackson Daily 
News Editor Frederick Sullens and others entered the Federal Building 
and told Federal officials the confiscation was a violation of freedom 
of the press. 

Mr. Sullens’ criticism of the restriction on photographic access 
to information in public buildings was backed by other local news 
mediums and by the Mississippi Press Association. The incident also 
drew strong criticism from Congressman Williams. 

According to press reports, Mr. Knight confiscated the camera upon 
orders from Assistant United States Attorney Jack McDill, who said: 
“Take that man’s camera until he clears with the building custodien.”’ 

Following the incident, United States District Attorney Robert 
Hauberg explained to Mr. Sullens that pictures taken in the Federal 
Building must be cleared through the building custodian. 

[ am sure you remember the difficulties caused by GSA regulation 
No. 10, governing the taking of photographs in Federal public build- 
ings. As a result of the subcommittee’s investigation of restrictions 
on photographic access under this rule, it was changed on August 23, 
1956, to read: 

“10. Photography for news, advertising, or commercial purposes.— 
Permission will be granted by the General Services Administration 
buildingsuperintendent or custodian in charge, for taking photographs 
for news, advertising; or Commercial purposes within the property, 
provided the consent of the occupant agency or agencies ten been 
obtained.” 

During discussions of the revised regulation, I pointed out in my 
letter dated July 27, 1956, that the new regulation still imposed un- 
justifiable restrictions on news photographers. Your answer of 
August 20, 1956, stated that the revised rule and explanatory Circular 
No. 128 clearly set forth the fact that no unnecessary restrictions 
would be applied. You wrote: 

‘“‘As the order and the circular make fully clear, photographers are 
granted full access to all public areas in buildings under GSA manage- 
ment. The language specifically says that ‘no permission is needed’ 
when the subject of the photography is an area ‘open to the public.’” 

It now appears, however, that your interpretation of the regulation 
is not the one followed by Federal employees using space in public 
buildings supervised by the General Services Administration. Com- 
ments by those involved in the Jackson, Miss., incident show clearly 
that they believe the revised order requires a news photographer to 
get permission from a building custodian before he can take pictures— 
even in a public corridor where no security information is involved. 
This same interpretation has become apparent in staff contacts with 
GSA officials in Washington. 

I believe it is imperative that you clarify regulation 10 so that 
everyone understands clearly that news photographers are not re- 
quired to get prior consent from custodians to take pictures in public, 
nonsecurity areas of Federal buildings. 

Although you stated flatly, in your letter of August 20, 1956, to me, 
that there is no such requirement, GSA employees in Washington and 
in the field obviously are not aware of this fact. It would seem ad- 
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visable, therefore, to clarify the matter, not only for the Jackson, 
Miss., GSA employees, but also for GSA employees throughout the 
Nation. 

Please notify me as soon as possible what action you plan to take, 
for I think the problem posed by restrictions on photographic access 
to governmental information should be settled at this time, once and 
for all. 

Sincerely, 
Joun E. Moss, Chairman. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., August 29, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMAn: Your letter of August 12, 1957, contained a 
request for further clarification of our regulation with respect to the 
taking of photographs in public buildings under General Services 
Administration jurisdiction. 

My letter of August 20, 1956, which you quoted in part, must be 
considered in its entirety. You indicated that this letter flatly stated 
photographers require no prior consent to take pictures in public, 
nonsecurity areas of public buildings. However, you will note my 
August 20, letter also stated: 

“In order to evaluate the rule properly, it is necessary to examine 
the proposed public buildings service order and a companion circular 
to the heads of Federal agencies. These explain the purpose of the 
rule and set forth the necessary guidelines for carrying it out. The 
order and circular have been prepared for issuance simultaneously 
with the revised rule.” 

The letter continues: 

“As the order and the circular make fully clear, photographers are 
granted full access to all public areas in buildings under GSA manage- 
ment. The language specifically says that ‘no permission is needed’ 
when the subject of the photography is an area ‘open to the public.’ ”’ 

Relating the latter statement to revised rule No. 10 and explanatory 
circular No. 128 it means that generally no permission is needed to 
take photographs of murals or historic or other features of buildings 
when such murals or historic or other features of buildings are in 
areas open to the public. 

However, with respect to other types of photography in such areas 
our interpretation is: 

These areas are ordinarily not regarded as space assigned to another 
agency and are, therefore, under GSA jurisdiction completely. Such 
space usually consists of corridors, lobbies, etc. It is the intent of the 
regulation, as implemented, and we so construe the same, that public 
corridors, lobbies, etc., be covered, except for pictures of murals or 
historic or other features of the buildings, and the permission of the 
GSA building superintendent or custodian must be obtained to take 
photographs in these areas, except as noted above. 

This is required to protect photographers from possible hazardous 

conditions; to prevent the violation of security regulations with which 
the building custodian will be familiar but the photographer may not; 
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and to protect the Government from the prejudicial use of photographs 
in advertising. It also affords an opportunity to the photographer to 
learn of any existing court orders restricting photography in certain 
areas, with which he may not be familiar. Permission will be granted 
for the taking of photographs in these areas unless such activity falls 
within one of the categories above. Thus, the regulation is exclusion- 
ary only to the extent that it is necessary to protect either the interests 
of the photographer or the Government as indicated. 

Therefore, in the Jackson case, the type of photography not being 
among the exce re enume rated, the photographer should have 
cleared with the GSA building custodian. On the basis of the facts 
at hand there appears to be no reason why permission would not have 
been readily granted if it had been requested. 

We are preparing additional clarifyi: g data, in line with the content 
of this letter for dissemination to our f eld personnel. If you so desire 
we will be glad to furnish you with a craft of this material prior to its 
distribution and discuss it with you. 

Sincerely vours, 
FRANKLIN G. FLOETE, 
Administrator. 





GENERAL SEeRvIcES ADMINISTRATION, 
Washington, D. C., October 30, 1957 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House of Representatives, Washington, D. C. 

Dear Mr. CHaArrMAN: In view of your continued interest in the 
matter of photography in public buildings, I am forwarding herewith 
copies of Supplements No. 1 to General Services Administration 
Circular No. 128 and Public Buildings Service Order No. 64. 

I believe that the position of the General Services Administration in 
regard to the taking of photographs by news photographers in space 
under our control is clearly defined in these supplements and that our 
position is in consonance with your ideas concerning the latitude 
which should be given them. 

Sincerely yours, 
FRANKLIN G. FLOETE, 
Administrator. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., October 30, 1957. 


General Services Administration Circular No. 128, Supplement No. 1. 
To: Heads of Federal agencies. 
se Photography in public buildings. 

. General.—This supplement sets forth the policy of the General 
Services Administration regarding the taking of photographs by news 
photographers in public space controlled by the General Services 
Administration. 

2. Policy.—News photographers may, without prior permission, 
tak» avy pictyr s they dcsire in publie space controlled by the General 
S-rviers Administratior,.in single or multiple occv pancy public build- 
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ings, except where applicable security regulations or a Federal court 
order or rule prohibits such photography. 

The term “public space” shall mean entrances, lobbies, foyers, 
corridors, and auditoriums when used for public meetings. 

The taking of photographs in space occupied by tenant agencies, 
including reception, waiting, or hearing rooms, shall continue to be 
governed by existing General Services Administration regulations. 


FRANKLIN G. FLOETE, 
Administrator. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., October 30, 1957. 
Public Buildings Service Order No. 64, Supplement No. 1. 
To: All officials of the General Services Administration. 
Subject: Photography in public buildings. 

1. General.—This supplement, sets forth the policy of the General 
Services Administration regarding the taking of photographs by news 
photographers in public space controlled by the General Services 
Administration. 

2. Policy—News photographers may, without prior permission, 
take any pictures they desire in public spac e controlled by the General 
Services Administration, in single or multiple occupancy public 
buildings, except where applicable security regulations or a Federal 
court order or rule prohibits such photography. The term ‘‘publiec 
space’’ shall mean entrances, lobbies, foyers, corridors, and auditoriums 
when used for public meetings. 

The taking of photographs i in-space occupied by tenant agencies, 
including reception, waiting, or hearing rooms, shall continue to be 
governed by existing General Services s Administration regulations. 

Procedures a fected. This supersedes anything to the : contrary in 
lie Guard Handbook, or in Public Buildings Service Order No. 64. 
4. Effective date-—This supplement is effective immediately. 


F. Moran McConrue, 
Commissioner, Public Buildings Service. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
November 12, 1957 
Hon. Joun Betut WILLIAMS, 
New House Office Building, Washington, D. C. 


Dear Co.ueacue: I am pleased to inform you that the General 
Services Administration has removed restrictions on the taking of 
news photographs in public areas of Federal buildings. This is a 
matter on which the Histiss Government Information Subcommittee 
has been working since you brought it to my attention last June. 

A new order issued by GSA, removing previous restrictions on 
news photography, stems from the incident in Jackson, Miss., within 
your congressional district. The incident, reported to you by Fred 
erick Sullens, editor of the Jackson Daily News, involved an attempt 
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by a United States deputy marshal to confiscate the camera of a 
Jackson Daily New photographer. The photographer had merely 
snapped a picture in a public corridor of the Jackson Federal building. 

The subcommittee asked Mr. Franklin G. Floete, GSA Adminis- 
trator, to clarify regulations governing Federal buildings to make sure 
that unjustifiable restrictions would not be placed on photographic 
access to the sections of Federal buildings which are generally open 
to the public. 

The subcommittee pointed out that the people have the same right 
of photographic access to information as they have to information 
gathered by pad and pencil reporters. 

Mr. Floete originally contended that “‘the permission of the GSA 
building superintendent or custodian must be obtained to take 
photographs” in all corridors, lobbies, and other sections of Federal 
buildings open to the general public. He contended, in a letter to the 
subcommittee dated August 29, 1957, that news photographers could 
take pictures only ‘‘of murals or historic or other features” of Federal 
buildings. 

No one has sought to take pictures of Federal installations which 
are closed to the public to protect the Nation’s military security. As 
you know, the press, the subcommittee members and other Members 
of Congress interested in this problem objected to absurd Federal 
restrictions which permit the gathering of information in public areas 
of Federal buildings but prohibit the taking of pictures in the same 
public areas. 

The new GSA order which removes the questionable restrictions 
states: 

“News photographers may, without prior permission, take any 
pictures they desire in public space controlled by the General Services 
Administration, in single or multiple occupancy public buildings, ex- 
oe where applicable security regulations or a Federal court order or 
rule prohibits such photography.”’ 

This recognition of the people’s right to know the facts of Federal 
Government was made possible because you and the Jackson Daily 
News brought to the subcommittee’s attention an instance of un- 
justifiable restrictions on public information. It shows the importance 
of close cooperation between the subcommittee and those who are 
engaged in the daily job of gathering information whenever they meet 
rebuffs from Federal officials. 

Sincerely, 
JoHn E. Moss, Chairman. 
2. Access to Denver, Colo., post office and courthouse 


Shortly after issuance of the initial regulations relaxing photographic 
access to public buildings, the subcommittee was informed that 
photographers were being barred from public corridors on certain 
floors of the Denver, Colo., post office and courthouse. They were 
barred as the result of GSA interpretation of a Federal district court 
order which failed to distinguish between public areas and private 
court offices subject to restricted access. After the following exchange 
of correspondence, the GSA clarified its interpretation of the court 
order so that photographers were permitted access to unrestricted 
areas of the building. 
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House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


September 19, 1956. 
Hon. F. G. Fioerte, 


Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. Fvoete: Field investigations by the staff of the House 
Government Information Subcommittee have uncovered another 
instance of restrictions on photographic access to Federal public 
buildings. 

The building in question is the post office building in Denver, Colo. 
Orval Robinson, GSA building superintendent for the Denver area, 
reports pecs are not allowed access to the second and third 
floors of the post office building. He said taking of pictures in that 
area by news photographers is prohibited because of a Federal court 
order, a copy of which is enclosed. 

There are offices within the restricted area—such as that of the 
postal inspectors and the Federal district attorney—which have no 
connection with the Federal court activities. The public corridors on 
both floors also apparently are under control of the GSA rather than 
the Federal court. 

In view of these facts and in view of the recent revision of the 
GSA rule regarding news photography in public buildings I would like 
to know what restrictions on photographs the GSA will continue to 
enforce in the public area of the post office building and in that area 
which is not under direct supervision of the court. 

There is no question, of course, but what the judges of the Federal 
district court have complete control over the taking of photographs 
in the courtrooms and other court offices. There is, however, a grave 
question of whether the GSA should extend this restriction to public 
areas of the post office building. 

I would appreciate a complete report on the exact status of photo- 
graphic access to the post office building in Denver. 

Sincerely, 
JoHuN E. Moss, Chairman. 





House oF REPRESENTATIVES, 
GOVERNMENT INF)RMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


January 9, 1257. 
Hon. F. G. Fioers, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. Forte: Conferences between representatives of your 
agency and the staff of the House Government Information Sub- 
committee have partially clarified the question of restrictions on 
photographic access in the Denver, Colo., Post Office Building. I 
would, however, appreciate an answer to the question posed in my 
letter of September 19, 1956. I asked: 

“In view of these facts and in view of the recent revision of the GSA 
rule regarding news photography in public buildings I would like to 
know what restrictions on photographs the GSA will continue to en- 
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force in the public area of the Post Office Building and in that area 
which is not under direct supervision of the court.” 

I have been informed that the offices of the postal inspector are 
located in the second and third floor area covered by the Federal 
district court order on photographic access. The court, of course, 
has the authority over the use of cameras in the premises under its 
control, but the postal inspectors’ office is not under the control of 
the court. 

The court order in question prohibited the use of cameras in those 
portions of the second and third floors of the Denver Post Office 
Building “which now are or may be under control of that court.” 
The present interpretation of the court order by GSA apparently 
would extend the prohibition of photographs to the entire second 
and third floors of the building, including the postal inspectors’ office 
and other areas controlled and maintained by the General Services 
Administration. 

I hope you will clarify the GSA interpretation of the court order 
so that news photographers are not restricted from portions of the 
building which are not under control of the court and from which 
the court did not intend to restrict them. 

Sincerely, 
JOHN E. Moss, Chairman. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., January 31, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarrMan: Your letter of January 9 requests General 
Services Administration to clarify its interpretation of the court order 
of the United States District Court for the District ‘of Colorado in 
regard to restrictions on photographic access in the post office and 
courthouse. Particularly, you desire clarification as to whether the 
order restricts news photographers from portions of the building which 
are not under the control of the court and from which the court did 
not intend to restrict, them. 

The second floor of the building contains all court space and the 
third floor has the United States commissioner and grand jury and 
petit jury rooms on the same public corridor with offices of other 
agencies. A portion of the fourth floor is occupied by the referee in 
bankruptcy and his staff. 

Under Public Buildings Service Order No. 64 of August 23, 1956, 
an agency occupying space in a public building under the custody 
and control of General Services Administration has the privilege to 
grant or deny permission with respect to the taking of photographs 
in the space assigned to each agency. The judges of the District 
Court for the District of Colorado, by virtue of rule 11 of the 10th 
circuit have issued a court order dated December 15, 1955, which 
prohibits the operation of any camera, among other things, ‘‘on the 
2d and 3d floors of the Post Office Building and Federal courthouse, 
18th and Stout Streets, Denver, Colo., and on that portion of the 





wT PtP Er Se wa ”" 


AVAILABILITY. OF INFORMATION 79 


4th floor of said building occupied by the referee in bankruptcy and 
his staff unless the express permission of a judge of the United States 
District Court for the District of Colorado is first obtained.” The 
court order is specifically made “subject to the rules and orders of 
the United States Court of Appeals for the 10th Circuit relating to 
those portions of the hereinafter described premises which now are 
or may be under the control of that court.” Rule 11 reads as follows: 

“Courtroom decorum.—The taking of photographs or the broad- 
casting of judicial proceedings in any courtroom of this court or so 
close to any such courtroom as to disturb the order and Gecorum 
thereof, either while the court is in session or at recesses between 
sessions when court officials, parties, counselors, jurymen, witnesses, 
or other persons connected with the proceedings pending therein are 
present, is prohibited.” 

Applied to our regulations, therefore, the court has made a blanket 
denial of permission with respect to the taking of photographs in the 
space assigned to it and its activities. The public corridors of the 
building, however, including those of the second, third, and fourth 
floors, are under our custody and control and the court order would be 
aire thereto only under the circumstances described below. 

he court order does not apply to space occupied by other Federal 
agencies. The judges have indicated concurrence in this. 

In determining the extent to which the courts may prohibit photo- 
graphs in the public corridors in the administration of justice, it is 
necessary to turn to the contempt authority of the courts and the 
decided cases construing the enforcement of this authority. Title 18, 
United States Code, section 401 (1), provides in pertinent part as 
follows: 

“A court of the United States shall have power to punish by fine or 
imprisonment, at its discretion, such contempt of its authority, and 
none other, as 

‘‘(1) Misbehavior of any person in its presence or so near thereto 
as to obstruct the administration of justice.” 

We realize the importance of carrying on judicial proceedings in an 
atmosphere of order and dignity and we respect the power of the 
court to preserve such decorum. However, we believe, and there are 
court cases in support of our view, that a judge may take such action 
as is only reasonably necessary to preserve order when the court is in 
session. 

To summarize, our interpretation of the court order is as follows: 

1. The order does not apply to space assigned to and occupied by 
other Federal agencies. 

2. The order does not apply to the public corridors of the second, 
third, and fourth floors of the post office and courthouse, Denver, 
Colo., except to the extent described above. 

Copies of your letter of January 9 and this response thereto, have 
been furnished to the Director of the Administrative Office of the 
United States Courts, chief judge of the District Court for the District 


of Colorado, and our regional commissioner, Denver, Colo. for his 
guidance. 


Sincerely yours, 





F. G. Fioretse, Administrator. 
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C. INFORMATION ON FEDERAL OFFICE RENTALS 


A Philadelphia newspaperman asked Congresswoman Kathryn E. 
Granahan, of Pennsylvania, to obtain a list of rentals paid for Federal 
office space in commercial buildings in the Philadelphia area. The 
information was planned as part of a story on possible savings from 
enlarging the present Federal office building in Philadelphia or building 
a new Federal courthouse. 

Although the General Services Administration, which handles Fed- 
eral property rentals, provided the list for Congresswoman Granahan, 
the agency warned that the information should not be made public 
because of an “implied confidential relationship’ between the Federal 
Government and the people from whom office space is rented. After 
discussions with the Special Subcommittee on Government Informa- 
tion, Congresswoman Granahan asked the GSA for further details 
on the “cloak of secrecy’’ on rentals paid by tax dollars. She also 
demanded the statutory authority for the agency’s decision to keep 
the information confidential. 

After consideration of Congresswoman Granahan’s comments and 
after consultations with the staff of the Special Subcommittee on 
Government Information, the GSA officials decided they had been in 
error when they decided “it would not be in the public interest to re- 
lease publicly the information” about rentals of Federal office space 
in the Philadelphia area. Following are letters detailing the matter. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., May 5, 1958. 
Hon. Katuryn E. GRANAHAN, 
House of Representatives, Washington, D. C. 

Dear Mrs. Grananan: A list of leases in effect in Philadelphia 
showing square footage, total annual rental and annual rate per 
square foot of space leased by General Services Administration, which 
was requested by Miss Josephine O’ Donohue of your office is attached. 
Other Federal agencies have leasing authority for special purpose 
space in Philadelphia and may have acquired space which would 
not be accounted for on the enclosure. 

We believe an implied confidential relationship exists between the 
Government and its lessors with respect to the amount of rentals 
paid on properties leased to the Government. Rental paid by the 
Government for property which we lease may be more favorable 
than the rental paid by others leasing space in the same facility. 
For this and other reasons disclosure of rentals paid may be prej- 
udicial to the interests of the Government or its lessors. We are 
sure you will bear this in mind in your use of the information furnished 
concerning rental rates provided for in specific leases. 

Sincerely yours, 
FRANKLIN FLoETE, Administrator. 





House oF REPRESENTATIVES, 
Washington, D. C., May 8, 19858. 


Hon. FRANKLIN FLOETE, 
Administrator, General Services Administration, 
Washington, D. C. 
Dear Mr. F.osxte: I received your letter of May 5, together with 
the list of leases and rentals of space leased by the General Services 
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Administration in Philadelphia which I requested my secretary to 
obtain from you. 

I was shocked and surprised to be advised by you that a cloak of 
secrecy should be put over these rentals which are paid with tax 
dollars. Certainly the people have a right to know what their money 
is being used for. It may very weil be that the rentals paid by the 
Government are substantially higher than the rentals paid by the 
other lessors. 

I would appreciate your advising me under what statutory authority 
you request that this information should be kept confidential. Are 
there any rules or regulations governing this matter? I would lke 
to receive a full explanation from you as to why the public does not 
have a right to know what is being spent for the rental of properties 
leased by the Government. 

Sincerely, 
Katuryn E. GRANAHAN, 
Member of Congress. 


GENERAL SERVICES ADMINISTRATION, 
June 12, 1958. 
Hon. Katuryn E. GRANAHAN, 
House of Representatives, 
Washington, D. C. 

Dear Mrs. GRANAHAN: In your letter of May 8, you inquired 
about the statutory or regulatory basis for the statement in our letter 
of May 5, that we believe that there is an implicit confidential relation- 
ship between the Government and its lessors with respect to rental 
rates. 

Our regulations (44 C. F. R., subch. A, pt. I, see. 1.2) preclude the re- 
lease of records: (1) relating solely to internal management of General 
Services Administration, and (2) that are confidential by law, or for 
reasons of national security, or otherwise in the public interest. Our 
regulations further provide that each request for access to official 
rec ords will be judged on its specific merits, the nature of the appli- 
cant’s concern, the records sought, and the public interest. 

The statements in our May 5 letter were based upon our conclusion 
that it would not be in the public interest to release publicly the in- 
formation. Upon reconsideration, however, we have decided, pri- 
marily because our rental rates are arrived at, in most instances, by 
public bidding and are publicly disclosed at the bid opening, that our 
prior conclusion was not well founded and, therefore, that the state- 
ment in our aforementioned letter of May 5 was erroneous. 

We hope that the foregoing satisfactorily responds to the inquiries 
contained in your letter of May 8, and we sincerely regret any incon- 
venience caused you by reason of the necessity for your further com- 
munication on the subject. 

Sincerely yours, 
FRANKLIN FLOETE, 
Administrator. 
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IX. Heatra, Epucation, aNnD WELFARE DEPARTMENT 
A. SOCIAL SECURITY INFORMATION REGULATIONS 


The reporter for a Kentucky newspaper was refused statistical infor- 
mation on the number of State bighway employees by the Kentucky 
State Department of Economic Security on the basis of ‘Federal 
regulations’. The Federal Bureau of Old Age and Survivors Insur- 
ance reported to the subcommittee that the information had been 
denied on the basis of the Bureau’s regulation No. 1. 

The Bureau’s information regulation not only fails to restrict sta- 
tistical information but positively states that such information should 
be made available. Following subcommittee contacts, regulation No. 
1 was reinterpreted by Federal and State employees, and the requested 
statistical information was made available. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
January 14, 1958. 
Hon. Marion B. Fotsom, 
Secretary, Department of Health, Education, and Welfare, 
Washington, D. C. 

Dear Mr. Secretary: As you know, the House Government 
Information Subcommittee has been concerned for some time with 
unwarranted restrictions frequently placed on public information by 
Federal Departments and agencies. 

Last December, a reporter for the Louisville Courier-Journal re- 
quested general statistical information on the number of employees in 
the Kentucky State Highway Department from Mr. Harry Fithian, 
of the Kentucky Department of Economic Security. He was denied 
this information on the basis of ‘‘Federal regulations.” 

Mr. James S. Pope, executive editor of the Courier-Journal, im- 
mediately complained by letter to Mr. Victor Christgau, Director of 
the Bureau of Old Age and Survivors Insurance, about this denial of 
information apparently forced on.a State agency by a Federal agency. 

On January 7, the subcommittee staff telephoned the Bureau of 
Old Age and Survivors Insurance and was told that the information 
had been denied on the basis of the Bureau’s regulation No. 1. On 
the following day, however, bureau officials informed the subcom- 
mittee staff that regulation No. 1 requires the dissemination of the 
information which the Courier-Journal had requested. 

Part 401.3 of the Code of Federal Regulations, Title 20, does, indeed, 
specifically state that “Nothing contained in this part shall preclude 
the disclosure of statistical data or other similar information not relat- 
ing to any particular person.” 

I would like to know, in writing, the specific reason for the initial 
restriction on the information in question and whether it will now be 
made available. 

This restriction on information is another example of Federal 
officialdom denying the public information without due regard for 
either the public interest or the law. The public must be informed if 
it is to be able to judge how well it is being governed. Too often the 
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subcommittee has found a ‘‘public be damned” attitude behind which 
offiials act without the public scrutiny essential to democratic gov- 
ernment. 

Sincerely, 


Joun E. Moss, Chairman. 





THE SEecRETARY OF HEALTH, EpucATION, AND WELFARE, 
Washington, January 31, 1958. 
Hon. Joun E. Moss, 
House of Representatives, Washington, D. C. 


Dear Mr. Moss: This is in reply to your letter of January 14 
concerning the action of the Kentucky Department of Economic 
Security in denying a representative of the Louisville Courier-Journal 
information about the number of employees in the Kentucky High- 
way Department. 

I can assure you that there is no Federal regulation preventing the 
release of this information by the State agency. I am very sorry 
that there has been a misunderstanding on the part of the State agency 
about this question. The regulations of the Social Security Adminis- 
tration covering the disclosure of information in the possession of the 
Federal Government would not prevent a State agency from disclosing 
information about employees of the State even though the information 
had also been furnished to the Social Security Administration. The 
Federal law and regulations do not affect any employer’s right to 
disclose information regarding his operation. 

By this time, Mr. Widner of your staff has probably received copies 
of a letter the Bureau of Old Age and Survivors Insurance sent to 
Mr. James S. Pope and Mr. Ben F. Reeves of the Courier-Journal. 
These letters confirm the information given to Mr. Widner on January 
8 by a member of the Bureau staff that our regulation does not affect 
the matter in any way. Copies of our letter to Mr. Pope and Mr. 
Reeves were sent to the State agency and we assume this has clarified 
the matter for that agency. 

I am sorry that this misunderstanding has occurred. I would be 
very much concerned, as you are, if there were in our Department any 
conscious withholding of information that is properly available. 
Since the problem arose from an erroneous interpretation of our 
regulation by someone in the State agency, I am sure you will agree 
that such is not the case. 

Sincerely yours, 
M. B. Fotsom, Secretary. 


B. PUBLIC HEALTH SERVICE ADVISORY COMMITTEE INFORMATION 


House Report 2947 (84th Cong., 2d sess.), July 20, 1956, recom- 
mended a relaxation of secrecy in connection with the thousands of 
advisory committees which participate in administrative decisions. 
A study of Public Health Service regulations, revised in December 
1956, indicated that information was strictly limited about councils 
established to advise the Surgeon General. 

In explanation of the restrictions, the Secretary of Health, Educa- 
tion, and Welfare reported that the advisory councils were established 
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to act upon research grants to nongovernmental institutions. Since 
the councils were made up of persons outside the Government, the 
Secretary said, minutes of meetings were not made public nor were 
individual views made known since council members “might be 
subject to harassment by advocates of what at times are controversial 
proposals: * * *” 

He also said that publicity about the actions of the advisory councils 
might cause council members to “suffer embarrassment in their 
outside associations with other persons or institutions.”” Following is 
the correspondence. 


Hovust or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


December 19, 1956. 
Hon. M. B. Fousom, 


Secretary, Department of Health, Education and Welfare, 
Washington, D. C. 

Dear Mr. Secretary: The recent revision of chapter I, title 42, 
printed in the Federal Register at page 9805 on December 12, 1956, 
includes regulations covering the availability of records and infor- 
mation from your Department. 

Section 1.103 contains restrictions which the Surgeon General may 
apply to information in his possession. Paragraph (b) specifically 
limits availability of information about councils or advisory com- 
mittees to the Public Health Service or the Surgeon General. 

I wish to know whether these restrictions on information are meant 
to apply to Members of Congress or to congressional committees. 
If they apply in either case, would the information be restricted from 
committees charged with the study of your agency and, particularly, 
the House Government Operations Committee? 

House Report No. 2947, adopted unanimously by the House Gov- 
ernment Operations Committee on July 20, 1956, includes the follow- 
ing recommendation regarding advisory committees: 

“3. Advisory committees.—With respect to the availability of infor- 
mation about the thousands of industry advisory committees, it is 
suggested that: 

“‘(1) The various departments and agencies issue uniform 
instructions witbin the department for handling information about 
advisory committee meetings. 

(2) Advance notice should be made of all meetings of advisory 
committees, subcommittees, task forces or other groups, including 
the agenda to be discussed during the meeting. 

“(3) The names of all participants should be made public. 

“(4) Minutes of each meeting should be made available for 
public inspection, with deletions only where national security is 
involved. 

“(5) The chairman of the advisory committee, or a spokesman, 
should be available to brief the press about any recommendations 
and to present the general picture of what went on behind 
closed doors. 

“(6) So that ‘insiders’ sitting on the advisory committee can 
gain no possible advantage, a press release should be issued or a 
briefing session should be held before the opening of the particular 
market next day.” 
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The restrictions on information imposed by paragraph (b), section 
1,103, certainly are more extensive than those recommended in the 
committee report. I would appreciate a complete report on this as 
goon as possible. 

Sincerely, 
Joun E. Moss, Chairman. 





Tue Secretary OF HEALTH, EpucaTion, AND WELFARE, 
Washington, January 15, 1957. 
Hon. Joun E. Moss, 


Chairman, Government een Subcommittee of the Com- 
mittee on Government Operations, House of Representatives, 
Washington, D. C. 

Drar ConGressMAN Moss: I am glad to reply to your letter of 
December 19 requesting a report regarding the recent revision of 
Public Health Service regulations (21 F. R. 9805) and particularly 
that portion concerning the availability of records and information 
of the Public Health Service (pt. I). This publication was primarily 
an editorial revision of pre-existing regulations in order to bring them 
up to date and did not establish new requirements or limitations. 

Thus section 1.103 (b), as to which you express special interest, is 
the same as section 1.103 (b) of the regulations issued by the Service 
and ert on May 10, 1951 by the Acting Administrator of what 
was then the Federal Security Agency (16 F. R. 4544). I am informed 
that this and other provisions of these regulations resulted from a 
Servicewide study begun early in 1950 to identify those particular 
areas in which some limitations on availability of information were 
necessary to carry out Service functions as contrasted with the rule, 
expressed in section 1.101, that generally Service records and infor- 
mation are publicly available. 

The matter covered by section 1.103 (b), the discussions of advisory 
councils, was one of the few areas where limitations on public dis- 
closure was deemed necessary. The reason for this begins with the 
fact that in section 217 of the PHS Act, as amended, Congress required 
that the members of these councils not otherwise employed by the 
Government be leaders in the fields of science, research or public 
affairs. Obviously such members, to qualify, must be persons that 
have wide relationships outside of Government with other scientists, 
research institutions and with universities. A list of alt members of 
such advisory groups, revised December 1, 1956, is enclosed. 

You will note that council membership involves, among other 
responsibilities, favorable and unfavorable action on applications from 
nongovernmental institutions for research grants (sec. 301, PHS Act). 
It was recognized that, if their individual views were to be made public, 
the members of a council might be subject to harassment by advo- 
cates of what at times are controversial proposals or suffer embarress- 
ment in their outside associations with other persons or institutions. 
To encourage qualified persons to undertake and continue to discharge 
the arduous duties of membership, the regulation was designed to 
create an environment of confidence so as to provide the Surgeon 
General a frank expression of the views of individual members at 
council meetings and thus better assure the Government’s interests. 
The Surgeon General advises me that there has not yet been any 
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occasion under the regulation to hold confidential the official actions 
of a council. 

In view of the nature of these advisory groups, I am not clear 
whether the recommendations of your committee of July 20, 1956, 
regarding “industry’’ advisory committees would be considered 
applicable. Except for the public inspection of minutes of meetings, 
however, I understand from the Surgeon General that the meetings 
of the councils and similar bodies are handled in substantial accord 
with your committee’s recommendations. 

With respect to your question of the relationship between these 
regulations and such committees as the House Government Opera- 
tions Committee, you may be assured that it is the policy of this 
Department to cooperate fully with committees of Congress in meet- 
ing their needs for information regarding departmental operations. 
In the responsible discharge of the functions both of such committees 
and of this Department, I do not expect any occasion to arise in 
which there will be an insuperable conflict between a commmittee’s 
needs and the assurances to council members represented by the 
regulation in question. I think you will agree that the proper course 
of action in any given situation will depend on the circumstances 
involved. 

Sincerely yours, 
M. B. Fotsom, Secretary. 


X. Inter10r DEPARTMENT 
RESTRICTIONS ON NONSECURITY INFORMATION 


On June 23, 1958, as part of a study of the Interior Department’s 
procedure in restricting public access to nonsecurity information, the 
Special Subcommittee on Government Information asked the De- 
partment about the establishment of a new category of restricted 
information. On May 2, 1958 the Department had informed its 
employees that the term ‘Confidential—Interior Secretarial’ was 
established for the use of top Department officials and their staffs 
who wished to apply the restrictive term to departmental documents. 

In answer to the subcommittee’s inquiry, the Department reported 
the new restrictive term had been salen by Secretary of Interior 
Fred A. Seaton when it came to his attention some 20 days after it 
was authorised for use. In addition, Secretary Seaton ordered a 
review of terms used by the Department to restrict nonsecurity 
information to determine whether any of the terms “are obsolete and 
should be revoked.’”’ The subcommittee is continuing its study of 
the results of the review and of other complaints about restrictions 
on information from the Interior Department. Following are the 
details. 


House OF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
June 23, 1958. 


Hon. Frep A. SEATON, 
Secretary of the Interior, Department of the Interior, 
Washington, D. C. 
Dear Mr. Secretary: The House Government Information Sub- 
committee is interested in the increased restrictions placed on the 
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dissemination of your Department’s documents and records, other 
than classifications for security reasons, set forth in your Depart- 
mental Manual, part 442.7.1. I refer particularly to the additional 
administrative marking ‘“C'onfidential—Interior Secretarial’ de- 
scribed in the Departmental Release No. 150 of May 2, 1958. 

Inasmuch as these directives restrict access to documents and 
records, answers to several questions concerning them are requested. 
These questions are not answered by the directives themselves nor in 
the general regulations published in the Code of Federal Regulations. 

1. Who is responsible for formulating and issuing these ‘“‘Admin- 
istrative Marking” directives? 

2. What steps are taken and procedures followed prior to their 
issuance? 

3. What is the specific statutory authority for each existing cate- 
gory? (I note, for example, that 18 U.S. C. 1905 is cited in category 
4. 

. Which employees have the authority to apply each of these 
administrative markings to documents and records? 

5. What provisions have been made and procedures used to review 
the pertinency and propriety of each of such markings? 

6. Is there any appeal procedure other than that set forth in 43 
©. F. R. 2.2? 

7. Has the procedure for appeal from the denial of records as set 
forth in 43 C. F. R. 2.2 been utilized? If so, please cite specific 
instances since July 1, 1956, with an explanation of how they were 
handled, and the final determination. 

8. What type of information is to be classified under new category 
No. 5? Please describe the manner in which ‘‘need-to-know” should 
be advanced in order to gain access to this information. What is the 
definition of the phrase ‘‘need-to-know’’? 

9. What use is being made of the “Sample Statement” attached as 
an appendix to part 442? 

Your cooperation in providing complete answers to these questions 
as soon as possible will be appreciated. 

Sincerely, 
Joun E. Moss, Chairman. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 26, 1£ 88. 
Hon. Joun E. Moss, 

Chairman, Government Information Subcommittee of the Cim- 
mittee on Government Operations, House Office Build.ng, 
Washington, D. C. 

Dear Mr. Moss: This is in response to your request for answers to 
questions raised in your letter of June 23 regarding restrictions } laced 
on the dissemination of this Department’s documents and records 
other than c'assifications for security reasons, 

You refer particularly to the additional administrative marking 
‘‘Confidential—Interior Secretarial’ described in the Departmental 
Manual Release No. 150 of May 2, 1958. When this release came to 
Secretary Seaton’s attention he directed on May 21 that it be revoked. 
In addition, he requested that a review be made of all nonsecurity 








88 AVAILABILITY OF INFORMATION 


classifications for the purpose of determining which were obsolete and 
should be revoked. A copy of the Secretary’s instructions on the 
subject is attached. It is appropriate to mention in connection with 
your inquiry that Secretary Seaton has uniformly insisted that there 

e maximum access to the documents and records of the Department 
of the Interior. 

Release No. 150 was a revision of an earlier departmental manual 
release pertaining to restrictions on the dissemination of information 
other than classifications for security reasons. The revised release 
was a repetition of the earlier release except for the addition of item 5 
cited in your letter. There have been no documents classified under 
this marking and, of course, there will be none. In the meantime, 
consideration is being given to possible elimination of other restrictive 
markings. 

If all of your questions were directed to item 5 of the May 2 release, 
answers would not appear to be in order since this administrative 
marking is not in use by the Department. However, the questions 
are broad enough to cover the other administrative markings and 
answers are being provided to the extent that they are applicable. 

Who is responsible for formulating and issuing these ‘‘Adminis- 
trative Marking”’ direciives? 

The Director of the Division of Security 4s initially responsible for 
the development of instructions to guide the employees of the Depart- 
ment in complying with the requirements of the availability of docu- 
ments and records with restrictive markings. The issuance of such 
instructions are normally made by the Administrative Assistant Secre- 
tary unless the subject is of sufficient importance to require the atten- 
tion of the Secretary. This release was not handled in that way 
and, of course, when it came to the Secretary’s attention he took 
immediate action to have the release rescinded. 

2. What steps are taken and procedures followed prior to their 
issuance? 

This question is partly answered in the answer to the first question. 
If the normal procedures had been followed in this case, it would 
have been brought to the Secretary’s attention before issuance and, 
in view of his policy regarding availability of records, it is reasonable 
to believe it would not have been issued. 

3. What is the specific statutory authority for each existing cate- 
gory? (I note, for example, that 18 U. S. C. 1905 is cited in 
category 4.) 

‘bi.e answer to this question will be found in the answer to question 
No. 2 submitted by the Department in response to the questionnaire 
of the Government Information Subcommittee of the House Govern- 
ment Operations Committee and found on page 271 of the Commit- 
tee’s Print of Replies from Federal Agencies to the Questionnaire, 
84th Congress, Ist session. 

4. Which emplovees have the authority to apply each of these 
administrative markings to documents and records? 

The employee responsible for the initial preparation of information 
is authorized to apply restrictions, subject to any determination made 
by him being questioned by any other employee reviewing the 
information. 

5. What provisions have been made and procedures used to review 
the pertinency and propriety of each of such markings? 
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The instructions of the Secretary to review the nonsecurity classi- 
fications for the purpose of determining which are obsolete, and should 
be revoked, appear to answer this question. 

6. Is there any appeal procedure other than that set forth in 43 
C. F. R. 2.2? 

Any person dissatisfied with a decision of any employee or officer, 
including the Secretary, is free to file an appeal from that decision. 

7. Has the procedure for appeal from the denial of records as set 
forth in 43 C. F. R. 2.2 been utilized? If so, please cite specific in- 
stances since July 1, 1956, with an explanation of how they were 
handled, and the final determination. 

The Department’s files are not maintained in a manner that would 
readily reveal instances where appeals have been taken following a 
decision that records could not be made available under the provisions 
of 43 C. F. R. 2.2. While we cannot state categorically that there- 
have been no appeals, it can be said that such appeals, if any, are 
extremely rare. 

8. What type of information is to be classified under new category 
No. 5? Please describe the manner in which “need-to-know” should 
be advanced in order to gain access to this information. What is the 
definition of the phrase ‘‘need-to-know?”’ 

Inasmuch as this category is not in use, an answer to the question, 
of course, is not required. 

9. What use is being made of the ‘Sample statement” attached as 
an appendix to part 442? 

The sample statement attached as an appendix to part 442 of the 
Departmental Manual is to be used as indicated ‘‘only for persons 
occupying positions designated sensitive and who will -handle top 
secret, secret, or confidential material.’”’ All of these markings relate 
solely to classifications for security reasons. Its use is deemed neces- 
sary to meet the requirements of section 10 of Executive Order 10501 
dated November 5, 1953. This section requires the heads of depart- 
ments and agencies originating or handling classified defense informa- 
tion to impress each employee concerned with classified defense infor- 
mation with his responsibility for exercising diligence and care in 
complying with the provisions of the Executive order. 

It is hoped that you will find this letter responsive to your request. 

Sincerely yours, 
D. Ot1s BEas_ey, 
Administrative Assistant Secretary. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 21, 1958. 
Memorandum for Assistant Secretary Beasley. 
From: Secretary of the Interior. 


Release No. 150 dated May 2, 1958, pertaining to the departmental 
manuil, has come to my attention. I request that you immediately 
revoke this release. Further, I request that you review the non- 
securi‘y classification set forth in the departmental manual and 
edvis2 me of any nonsecurity classifications which are obsolete and 
should be revoked. 

Frep A. Seaton. 





Oi) AVAILABILITY OF INFORMATION 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., July 17, 1958. 
Hon. D. Otis Beas.ey, 
Administrative Assistant Secretary, 
Department of the Interior, 
Washington, D. C. 

Dear Mr. Brastey: Thank you for your letter of June 26, 1958, 
informing me that Secretary Seaton has revoked the term ‘“‘Confiden- 
tial—Interior Secretarial” restricting nonsecurity information. 

Secretary Seaton’s memorandum of May 21, 1958, on this subject 
also directs a review of other nonsecurity classifications used by the 
Department to determine ‘‘which are obsolete and should be revoked.” 
Since this matter is of extreme interest to the House Government 
Information Subcommittee, please be so kind as to inform the sub- 
committee of the results of the review if it has been completed. All 
other pertinent details will be most helpful to the subcommittee’s 
work. 

Sincerely, 
Joun E. Moss, Chairman. 


XI. Justice DEPARTMENT 


A. BORDER PATROL OFFICERS’ CLASSIFIED TRIPS TO PISTOL AND RIFLE 
MATCHES 


On April 8, 1957, the Comptroller General of the United States 
informed the House Government Operations Committee’s Sub- 
committee on Legal and Monetary Affairs that the Immigration and 
Naturalization Service had classified, and refused to declassify, a 


report explaining why border-patrol officers had been sent, at taxpayer | 


expense, to compete in rifle and pistol matches. The Comptroller 
General had questioned the use of public funds for such a purpose. 

On April 16, the Special Subcommittee on Government Information 
requested the Justice Department to explain the use of a security 
classification to withhold such information. One month later, then 
Deputy Attorney General William P. Rogers informed the sub- 
committee that he had declassified the material in question, but he 
failed to explain the original classification. Two letters and 3 months 
later, Immigration and Naturalization Commissioner Joseph M. 
Swing discussed the problem verbally with Chairman Moss and 
followed the discussion with a letter giving some details. After an 
additional request from the subcommittee, Commissioner Swing dis- 
closed that information about trips by border-patrol inspectors to rifle 
and pistol matches originally was classiied because of a National 
Security Council assignment of civil defense duties to the border- 
patrol. Following are the details: 
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House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
April 16, 1957. 
Hon. Hersert BRowneE LL, Jr., 
Attorney General of the United States, 
Department of Justice, Washington, D. C. 

Dear GENERAL BROWNELL: The Comptroller General, in a report 
submitted to the Legal and Monetary Affairs Subcommittee of the 
House Government Operations Committee, states that an Immigra- 
tion and Naturalization Service report, giving the reasons for sending 
border-patrol officers to pistol and rifle matches at public expense, is 
“classified.” 

The Comptroller General’s report, dated March 1957, states that 
the Immigration and Naturalization Service refused to “declassify”’ 
portions of its report and that, therefore, the explanation of this use 
of appropriated funds could not be included in the General Accounting 
Offices report to the House subcommittee. 

The House Government Information Subcommittee will appreciate 
your explanation of the status of the Immigration and Naturalization 
Service report which the Comptroller General says is “‘classified.”’ 
Please also provide answers to the following specific questions: 

1. If the information in question is noi available to the public, is it 
available to appropriate congressional committees? 

2. If the infoematins is held confidential in ei her case, under what 
statutory or other authority is that action tak n? 

3. Is there a departmental rule or regulatio 1 covering this specific 
refusal of information? If so, please provide the subcommittee with 
copies. 

4. If the refusal of information is on the basis of a discretionary 
action, please explain fully. 

I hope the requested information can be provided as soon as possible. 

Sincerely, 
JoHN E. Moss, Chairman. 





UNITED STaTES DEPARTMENT OF JUSTICE, 
OrrFicE oF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., May 17, 1957. 
Hon. Joun E. Moss, 


House of Representatives, 
Washington, D. C. 

Dear ConcressMAN: This is in reply to your letter of April 16, 
1957, relating to a report of the Comptroller General submitted to 
the Legal and Monetary Affairs Subcommittee in which you inquired 
about information concerning the reasons for sending border-patrol 
officers to pistol and rifle matches. I have been away from Washington 
for the last 2 weeks which accounts for my delay in responding. I hope 
it has not caused you any inconvenience. 

I find that we are able to comply with the request of the Con ptroller 
General to release portions of the document and have this day released 
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to that office the information requested. This information is freely 
available to Congress and to the public. 
Sincerely yours, 
WituraMm P. Rocers, 
Deputy Attorney General. 


Hovusre oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS 


May 22, 1957. 
Hon. Hersert BROWNELL, Jr., 


Attorney General of the United States, 
Department of Justice, Washington, D. C. 


Dear Mr. BRowneELL: I received from Deputy Attorney General 
William P. Rogers, on May 17, 1957, an answer to my letter of 
April 16, 1957, asking a number of questions about restrictions on an 
Immigration and Naturalization Service report covering trips of 
border patrol officers to pistol and rifle matches. 

Mr. Rogers states that the Department of Justice is “able to comply 
with the request of the Comptroller General to release portions of the 
document. * * *” 

While Mr. Rogers’ letter indicates that the previously restricted 
information will be made available, it fails to answer the serious 
questions posed in my letter of April 16, 1957. The questions | 
asked covered the legal authority to restrict the information in the 
first place; making the information available does not obviate the 
necessity of answ ering the questious I asked. I still wish to know: 

1. Under what statutory or other authority was the informa- 
tion held confidential? 

2. Is there a departmental rule or regulation covering the 
initial refusal of information? If so, please provide the subcom- 
mittee with copies. 

If the refusal of information was on the basis of a discre- 
tionary action, please explain fully. 

In addition to answering the above questions, originally asked last 
April, please explain the circumstances which led to the ‘‘classification”’ 
of the information. I wish to know specifically what restrictive term 
was used to designate the ‘classification’ of the material. If the 
document was classified under Executive Order 10501, what classifica- 
tion was assigned to it? If the classification was a so-called ‘‘adminis- 
trative restriction” under what category were the documents placed? 

It is important to receive a full explanation of the matter in ques- 
tion as well as complete answers to the questions which I have asked 
as chairman of the House Government Information Subcommittee. 
I hope the cooperation I have requested can be provided as soon as 


possible so that a time-consuming public hearing will be unnecessary. 
Sincerely, 


Joun E. Moss, Chairman. 
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House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
ComMITTEE ON GOVERNMENT OPERATIONS, 
July 30, 1957. 
Hon. HerBertT BROWNELL, JR., 
Attorney General of the United States, 
Department of Justice, Washington, D. C. 

Dear GENERAL BROWNELL: On April 16, 1957, I wrote you asking 
for an explanation of secrecy imposed upon information about trips by 
border patrol officers to pistol and rifle matches. 

I did not even receive an acknowledgment of my letter, so I wrote 
you again on May 9, 1957, requesting your cooperation in providing 
information to Congress. 

Finally, Deputy Attorney General William P. Rogers replied in a 
letter dated May 17 that he would declassify the material. He failed, 
however, to answer specific questions asked on April 16 or to explain 
how the material was classified in the first place. 

On May 22, 1957, I repeated the series of questions in an effort to 
get an explanation for this apparently unwarranted use of secrecy. 
I have had no reply whatsoever from you since that time. Your 
failure to answer these questions or even to acknowledge the request 
reveals, at the very least, a lack of courtesy and, possibly, the adoption 
of a policy of secrecy through silence. 

Sincerely, 


JoHN E. Moss, Chairman. 





DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C., August 16, 1957. 
Hon. Joun E. Moss, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Moss: This has reference to our recent conversation 
concerning the classification of an Immigration and Naturalization 
Service document and your previous letters of May 22 and July 30, 
1957, to the Attorney General requesting the authority under which 
the classification was made. I have now been authorized by the 
Deputy Attorney General to reply direct. 

At the time representatives of the General Accounting Office 
inspected the accounts of the Immigration and Naturalization Service 
the above report in toto was furnished to them. This report, in 
addition to matters involving pistol and rifle matches also contained 
official information, the protection of which is necessary in the interest 
of national defense under the provisions of Executive Order No. 10501. 

A copy of the Department’s regulations under the provisions of 
Executive Order No. 10501 is attached for your information. If you 
desire any further information on this matter do not hesitate to call 
upon us. 

Sincerely, 
J. M. Swine, Commissioner. 
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House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


August 21, 1957. 
Gen. J. M. Swine, 


Commissioner, Immigration and Naturalization Service, 
Washington, D. C. 

Dear GENERAL Swine: Thank you for your letter of August 16, 
1957, following our recent conversation on the classification of infor- 
mation about trips by border patrol officers to rifle and pistol matches. 

So that the subcommittee’s record may be complete, please confirm 
_ verbal report to me that the information was classified under 

xecutive Order 10501 because of certain material which must be 
restricted in accordance with a directive of the National Security 
Council. 

It is important that the subcommittee has precise information on 
the nature of the security classification and the authority for its 
imposition. 

Sincerely, 
Joun E. Moss, Chairman. 





DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C., August 27, 1957. 
Hon. Joun E. Moss, 


House of Representatives, Washington, D. C. 

Dear Mr. Moss: In answer to your letter of August 21, 1957, on 
the classification of information about trips by border-patrol officers 
to rifle and pistol matches, and in order that your records may be 
completed, this additional information, conveyed to you orally in our 
conversation of August 15, 1957, is furnished. 

The General Accounting Office report about which we conversed 
contained information concerning the special responsibilities of the 
border patrol, in addition to its normal routine peacetime functions. 
In impiementing Executive Order 10346, 1952, as amended by 
Executive Order 10438, 1953, on the subject of preparaticn by Federal 

encies of civil defense emergency plans, the Interdepartmental 

ommittee on Internal Security, a working committee of the National 
Security Council, assigned to the Attorney General certain respon- 
sibilities which have been delegated by him to the border patrol of this 
Service. The plans of the border patrol to carry out these missions 
as developed from the responsibility so delegated involve the national 
defense. Those plans, having been approved by the Interdepartmental 
Committee on Internal Security, have become a part of the Govern- 
ment’s emergency plans. All information concerning them has 
therefore been classified under the authority contained in Executive 
Order 10501 and, as a portion of the report submitted to the General 
Accounting Office contained information on the border-patrol par- 
ticipation in that plan, it likewise was classified under the authority 
of this same order. 

Sincerely, 


J. M. Swine, Commissioner. 
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B. INFORMATION ON JAPANESE FARM WORKERS 


A request for information about the importation of Japanese agri- 
cultural workers was met with the flat refusal that such information 
was “internal records’”’ of the Immigration and Naturalization Service 
which “** * * may not be made available to the general public.” 

When the matter was brought to the attention of the head of the 
Service, however, the previous refusals were branded as “‘incorrect,”’ 
and the declaration was made that the information was available to 
the public. The correspondence follows. 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
OFFICE OF THE COMMISSIONER, 
Washington, D. C., July 31, 1957. 
Mr. Ernesto GALARZA, 
San Jose, Calif. 

Dear Mr. Gatarza: This is in reply to your letter of July 18, 
1957, addressed to the district director at San Francisco, requesting 
certain information concerning the Japanese-labor program. 

The information sought by you cannot be furnished in view of the 
fact that the internal records of this Service may not be made available 
to the general public. 

Sincerely yours, 
L. W. WitiaMs, 
Assistant Commissioner, Examinations Dimision. 





Housge or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
March 18, 1958. 
Gen. J. M. Swine, 
Commissioner, Immigration and Naturalization Service, 
Washington, D. C. 

Dear GENERAL Swina: The House Government Information Sub- 
committee has been informed that your office has refused to make 
public the names of employers certified and authorized to use Japanese 
nationals brought to this country as contract farm laborers and that 
the total number of Japanese nationals hired by each employer is not 
available to the public. 

The subcommittee would appreciate the following information: 

1. Is your office refusing to make public the names of domestic 
employers authorized and certified to hire Japanese national farm 
workers, and the number of workers hired by each employer? 

2. If this information is being withheld from the public, under 
what authority—statutory or otherwise—is such action taken? 
Please furnish the subcommittee with copies of any regulations or 
rules implementing the authority to restrict such information. 

Sincerely, 
JoHN E. Moss, 
Chairman, Special Government Information Subcommittee. 

















AVAILABILITY OF INFORMATION 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
OFFICE OF THE COMMISSIONER, 
Washington, D. C., March 24, 1958. 
Hon. Joun E. Moss, 
Chairman, Special Government Information Subcommittee, 
Washington, D. C. 

Dear Mr. Moss: This will confirm our telephone conversation 
regarding your letter of March 18, 1958, in which you requested an 
explanation concerning the w ithholding of public information respect- 
ing Japanese agric ultural workers. If readily available, this informa- 
tion could be furnished, and there is no regulatory or statutory bar. 
Previous contrary advice on that subject to Mr. Galarza from one of 
my assistants is incorrect. 

The Service does not have, on a daily or contemporaneous basis, 
the specific information requested by Mr. Galarza. As you know, 
the number of agricultural workers in the United States varies con- 
stantly. The number may total as many as 300,000 at any given 
time. They include not only Japanese agricultural laborers, but also 
Canadian woodsmen, laborers from the British West Indies, Mexican 
agricultural laborers and others. 

The Japanese workers are admitted to the United States upon the 
petition of associations of employers such as the Imperial Valley 
Farmers Association, the Northern California Growers Association, 
the Farm Labor Associates, and the Agricultural Labor Bureau of 
the San Joaquin Valley. These workers are frequently transferred 
between employer members of an association and between associations. 

Although the Service exercises control over these transfers, the main- 
tenance of daily records to serve as the basis for current reporting 
would place a tremendous burden upon the clerical and officer staff 
of this Service which, in my view, would be contrary to the public 
interest. I am sure you will agree that if this Service should obtain 
and report the information desired by Mr. Galarza, it would be re- 
quired to perform the same services for any other person who might 
inquire as to the thousands of agricultural workers, other than Japa- 
nese. who may be in this country from time to time. 

Mr. Galarza, in this particular situation, is entirely at liberty to 
seek the information he desires from the employer association. This 
Service has no objection whatever to the furnishing of such informa- 
tion by the association. 

Sincerely, 
J. M. Swine, Commissioner 





C. THE STEAMSHIP “‘MERCURIO”’ 





On August 26, 1956, several Mexicans being deported by the 
Immigration and Naturalization Service aboard the steamship 
Mercurio jumped overboard and reportedly were drowned in the 
harbor of Tampico, Mexico. The use of this ship for deportation 
purposes was at that time under investigation by the Legal and 
Monetary Affairs Subcommittee of the House Committee on Govern- 
ment Operations. Following the reported drownings, the subcommittee 
repeatedly requested a report on the incident from Attorney General 
Herbert Brownell, Jr., but the subcommittee did not receive the 
requested information. 









———— 
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In 1957, the Legal and Monetary Affairs Subcommittee called the 
attention of the Special Subcommittee on Government Information 
to the Justice Department’s lack of cooperation. Inquiries were also 
received from members of the press about the availability of informa- 
tion on the Mercurio incident. As a result, the Information Sub- 
committee on April 17, 1957, asked Attorney General Herbert 
Brownell, Jr., for an explanation. One month later, then Deputy 
Attorney General William P. Rogers replied that the information 
would be made available to congressional committees and to the 
public. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
April 17, 1957. 
Hon. Hersert BROWNELL, Jr., 
Attorney General of the United States, 
Department of Justice, Washington, D. C. 


Dear GENERAL BROWNELL: The House Government Information 
Subcommittee is interested in the availability of information about 
incidents aboard the Steamship Mercurio in the harbor of Tampico, 
Mexico, August 26, 1956. 

The subcommittee will appreciate your explanation of the status 
of the information, including specific answers to the following ques- 
tions: 

1. Is this information available to the public? 

2. If the information is not available to the public, is it avail- 
able to the appropriate congressional committees? 

3. If the tiosmediila is held confidential in either case, under 
what statutory or other authority is that action taken? 

4. Is there a departmental rule or regulation covering this 
specific refusal of information? If so, please provide the sub 
committee with copies. 

5. If the refusal of information is on the basis of a discretionary 
action, please explain fully. 

I hope that you can provide the answers to these questions as soon 
as possible so that it will not be necessary to hold time-consuming 
public hearings on the matter. 

Sincerely, 

Joun E. Moss, Chairman. 


DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ATTORNEY GENERAL, 
Washington, D. C., May 16, 1957. 
Hon. Joun E. Moss, 
House of Representatives, 
Washington, D. C. 

Dear ConGcressMAN: This is in reply to your letter of April 17, 
1957, in which you inquired concerning the availability of information 
about incidents aboard the Steamship Mercurio in the harbor of 
Tampico, Mexico, on August 16, 1956. I have been away from 
Washington for the last 2 weeks which accounts for my delay in 
responding. J hope it has not caused you any inconvenience. 
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Information concerning this incident which is in our possession is 
available to congressional committees and the public. If you have 


any further questions concerning this matter do not hesitate to call 
upon me. 


Sincerely yours, 
WituiaM P. Rocers, 
Deputy Attorney General. 


XII. Post Orrice DEPARTMENT 
POST OFFICE BUILDING CONTRACTS 


A refusal by the Post Office Department to provide information 
requested about a contract for construction a new post office 
building at Fieldale, Va., was subsequently explained as a misunder- 
standing and that it was regretted. The correspondence follows: 


Hovse or REpPESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
September 24, 1957. 
Hon. ArtrHur S. SUMMERFIELD, 
Postmaster General, Post Office Department, 
Washington, D. C. 

Dear Mr. Postmaster GENERAL: The House Government In- 
formation Subcommittee is interested in the Post Office Department’s 
restrictions on information about a contract to lease a building under 
construction for a post office at Fieldale, Va. 

The subcommittee has been informed that the Post Office Depart- 
ment originally refused to make public all terms of the agreement to 
lease the new Fieldale post office building from Mr. S. S. Flythe 
of Martinsville, Va. Information about the lease agreement was 
requested by Mr. Kenton Noble, managing editor of the Martinsville 
Bulletin. 

When the Department refused to make public the amount which was 
to be paid under the Fieldale lease agreement, Mr. Noble discussed the 
matter with a number of other editors who have been working to 

reserve the people’s right of access to information about their 

ederal Government. The subcommittee has been informed that, as a 
result of a number of letters to you from the editors, the facts regarding 
the Fieldale lease were made public. 

Subcommittee staff investigators discussed this instance, and the 
Department’s overall building lease information policy, with Depart- 
ment officials including Mr. Rollin D. Barnard, Deputy Assistant 
Postmaster General in the Bureau of Facilities, and Mr. L. Rohe 
Walter, special assistant to the Postmaster General for Public Rela- 
tions. The subcommittee was informed that in some cases the 
Department does not disclose the financial terms of a lease after an 
agreement to lease is signed. In these instances this important 
information is made available to the public only after a final lease is 
filed with a county recorder where it becomes, by law, a public record. 

Although the Department announces the location and size of new 
post offices when an agreement to lease has been signed, the amount 
of the taxpayers dollars to be spent for the building apparently is not 
always made public unless pressure is brought to bear as in the Fieldale 
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instance. The public certainly has a right to know how its tax dollars 
are being spent to lease post office buildings. 

In discussions with subcommittee investigators it was contended 
that there may be changes in the financial terms of a lease between 
the time an agreement to lease is signed and the completion of a build- 
ing under construction. 

The fact that the final terms of a lease may not match the financial 
terms in an agreement to lease is not a valid reason for nae make 
public all the facts contained in each agreement to lease. This type 
of information, accompanied by an explanation for any monetary 
difference, are the facts to which taxpayers are entitled. 

The subcommittee, therefore, would appreciate full and complete 
answers to the following questions: 

1. What is the policy of the Post Office Department regarding the 
availability of information about both the agreement to lease io the 
final lease for post office buildings? 

2. How many post offices were contracted for during fiscal year 1957 
(June 30, 1956, to July 1, 1957)? What was the total amount for 
which the Federal Government obligated itself by post office building 
contracts entered into during fiscal year 1957? 

3. In how many of the contracts entered into during fiscal year 1957 
were all financial terms of the agreements to lease made public at or 
before the time the agreement to lease was signed? In how many 
instances was this information not available to the public? 

4. Who decides whether or not the financial terms of an agreement 
to lease a post office building will be made public? Under what cir- 
cumstances are the financial terms of such agreements withheld from 
the public? 

5. What written regulations, guidelines, etc., have been promul- 
gated by the Department for guidance of employees who determine 
whether or not the full facts of an agreement to lease should be made 
public? 

6. Under exactly what statutory authority are any details of agree- 
ments to lease withheld from the public at the time of or after signing 
such agreements to lease? 

I would appreciate complete answers to the above questions as well 
as other pertinent information as soon as possible. 

Sincerely, 
Joun E. Moss, Chairman. 





Post Orrice DepartTMENT, 
BUREAU OF THE GENERAL COUNSEL, 
Washington, D. C., November 6, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives, Washington, 
D.. 0. 

Dear Mr. CHarirMan: This has further reference to your letter to 
the Postmaster General relating to the release of information about 
the Post Office Department’s leasing program. This matter came to 
my personal attention just as I was leaving Washington, D. C., on 
official business. I regret that this answer was thus delayed. 

You state in your letter that the Department refused to make public 
the amount which was to be paid under the lease for the new Fieldale 
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post office building, Fieldale, Va., until a number of letters addressed 
to the Department from editors of newspapers forced release of this 
information. 

Let me say at the outset that the Department does not as a matter 
of routine policy or practice refuse to disclose information concerning 
its leasing program. Our lease files disclose that we have fully advised 
Members of Congress, unsuccessful bidders, and others, with respect 
to proposed leases when request therefor has been made, but we do 
not volunteer such information. 

In the instance referred to in your letter, there was a misunder- 
standing. The fact that the information requested had been refused 
was first called to the attention of the Bureau of Facilities on July 30, 
1957, by Mr. Peyton B. Winfree, Jr., chairman of the Virginia Press 
Associati ions, Freedom of Information Committee. On August 2, 

957, Mr. Winfree and Mr. Noble, managing editor of the Martins- 
ville Bulletin, Martinsville, Va., were advised that there was a mis- 
understanding and that it was regretted. The facts were fully revealed 
to these gentlemen in a letter dated August 2, 1957, signed by Mr. R. D. 
Barnard, Deputy Assistant Postmaster General. (Copy enclosed.) 

Under the Post Office Department Financial Control Act of 1950 
(39 U.S. C. 794f), the Postmaster General is authorized to enter into 
such leases of real property as he may deem necessary in the conduct of 
the business of the Department. He is also authorized to incorporate 
in the agreement such terms as he considers appropriate witbout 
regard to the provisions of any law except those which are specifically 
applicable to the Department. He is not required by this law to 
enter into leases after competitive bidding. Nevertheless, it has been 
the practice of the Department over the years to advertise for pro- 
posals. The invitation to bid defines in general terms the dimensions 
of the building desired, the floor space needed and the parking facilities 
needed, if any. The proposal received, which is deemed the most 
advantageous to the Department and in the best interest of the 
Government than becomes the subject of negotiation. Additional 
facilities may be desired, special electric wiring, equipment and other 
fixtures which may have been overlooked in the initial proposal may 
also be desired. Changes in patterns of mail service or distribution 
may also create the need for changes in the structure during construc- 
tion and before a final lease is executed by the Department. These 
matters are negotiated with the proponent and a firm agreement is 
then reached. This final agreement may call for more or less annual 
rental than that specified in the original response of the bidder. 

I will now take up the questions presented in your letter to the 
Postmaster General. 

1. What is the policy of the Post Office Department regarding the 
availability of information about both the agreement to lease and the 
final lease for post office buildings? 

Answer. The policy is to make this information available upon 
specific request. 

2. How many post offices were contracted for during fiscal year 
1957 (June 30, 1956, to July 1, 1957)? What was the total amount for 
which the Federal Government obligated itself by post office building 
contracts entered into during fiscal year 1957? 

Answer. Please see the attached statement. 

3. In bow many of the contracts entered into during fiscal year 1957 
were all financial terms of the agreements to lease made public at or 








AVAILABILITY OF INFORMATION 101 


before the time the agreement to lease was signed? In how many 
instances was this information not available to the public? 

Answer. Without examining the 4,981 lease and rental files, we are 
unable to give a specific answer to this question. There was no 
automatic publication of details in each instance. Except in the 
instance referred to in your letter, we know of no case in which the 
financial terms of the agreement to lease, the subsequent negotiation, 
and the final lease was denied to the public when a request therefor 
had been made. Terms of proposals are not made available before 
an award is made unless the invitation to bid has specified a public 
opening on a specified date. 

4. Who decides whether or not the financial terms of an agreement 
to lease a post office building will be made public? Under what 
circumstances are the financial terms of such agreements withheld 
from the public? 

Answer. Normally the Assistant Postmaster General, Bureau of 
Facilities, would make this decision if in fact the information is 
withheld. 

5. What written regulations, guidelines, etc., have been promul- 
gated by the Department for guidance of employees who determine 
er or not the full facts of an agreement to lease should be made 

ublic? 

, Answer. None specifically applicable to leases. However, the 
general instructions contained in part 114.3 and 114.4 of the Postal 
Manual (39 C. F. R. 4.3 and 4.4) may be applied to specific requests 
by subordinate employees. In such cases the request would be 
referred to the Assistant Postmaster General, Bureau of Facilities. 

6. Under exactly what statutory authority are any details of agree- 
ments to lease withheld from the public at the time of or after signing 
such agreements to lease? 

Answer. There is no statute specifically authorizing the withhold- 
ing of this information. 

Sincerely yours, 


Ase McGregor Gorr, 
General Counsel. 


XIII. Pusric Housina ADMINISTRATION MANAGEMENT REVIEWS 


The Public Housing Administration, as part of its regular study of 
the operations of local housing authorities, completed a combined 
report on the Delaware County Housing Authority and the Chester 
Housing Authority in Pennsylvania. As a result of the material 
contained in the report, PHA officials stated, action was taken by the 
State of Pennsylvania to remove some local housing authority mem- 
bers. The Public Housing Administration denied a newspaper request 
for the report which was the basis of the action, contending that the 
report should be made available only by the local officials affected. 

In a request for an explanation of the denial of information, the 
subcommittee pointed out that permitting local agencies to control 
the dissemination of a Federal report “delivers the power of censorship 
into the hands of the particular officials who might be criticized * * *.” 
In reply, PHA Commissioner Charles E. Slusser contended that it 
would be “contrary to the public interest’”’ to make available to the 
public reports of PHA management reviews. If the information were 
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made public, he said, the “scope and effectiveness of future studies 
would be severely limited,” for the names of local housing authority 
employees who cooperated in the PHA investigation would be dis- 
closed. He also contended that the reports contained names of 
tenants and personal information about them. Commissioner Slusser 
also said the PHA relies on “‘the general principle of law that agencies 
of the Government exercising executive functions have the privilege 
and discretion to keep papers and information confidential in the public 
interest.’”’ [Italic added.] 

Accepting Commissioner Slusser’s offer to study the reports, the 
subcommittee found that each contained a set of conclusions and rec- 
ommendations, called an operations analysis. No names, personal 
information or other “investigative” details were included in the two 
operations analyses. ‘The subcommittee has asked the Public Housing 
Authority whether the operations analysis sections of the two reports 
will be made public. The subcommittee also has asked for a specific 
citation of the “‘general principle of law’ claimed by Commissioner 
ao as authority to restrict public information. Following are the 

etails. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


June 23, 1958. 
Mr. Cuar.es E. Siusser, 


Commissioner, Public Housing Administration, 
Washington, D. C. 


Dear Mr. Suusser: In April, the Public Housing Administration 
was asked for copies of consolidated views of management operations 
which had been made in February of the Delaware County Housing 
Authority and the Chester Housing Authority, botb in Pennsylvania. 
Among those who requested the report was Mr. Bruce Mair of the 
Chester Times. 

Mr. R. M. Little, Director of the Washington regional office of 
PHA, refused to make the report public. I have been informed that a 
second letter from Mr. Mair requesting the report has been referred 
by Mr. Little to your staff. 

Mr. Little informed the House Government Information Sub- 
committee investigators that, as a result of the PHA management 
review of operations of the two Pennsylvania County housing authori- 
ties, the Governor of Pennsylvania requested the resignations of three 
housing authority members. On a matter of such importance, it is 
difficult for me to understand how the Government can refuse to 
take the public into its confidence. To contend that a report prepared 
by a Federal agency should be released only by the local officials 
affected delivers the power of censorship into the hands of the partic- 
ular officials who might be criticized in the Federal report. The 
House Government Information Subcommittee, therefore, would 
appreciate immediate answers to the following questions: 

1. What is the specific reason for refusing to make public the report 
in question? 

2. If you determine to carry out the initial refusal to make the 
report public, what is the statutory authority for your refusal? 

3. What specific rules and regulations of the Public Housing 
Administration govern the availability to the public of management 
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reviews such as that made of the Pennsylvania housing authorities? 
Please provide copies of all pertinent rules and regulations. 

4. Approximately how many such management reviews are made 
each year by the Public Housing Authority? Under what conditions 
are they available for public inspection? 

Please provide answers to the above questions as well as a complete 
report on the availability of management reviews as soon as possible. 

Sincerely, 
Joun E. Moss, Chairman. 





Pusiic Hovustna ADMINISTRATION, 
Hovusine aND Homer Finance AGENCY, 
OFFICE OF THE COMMISSIONER, 
Washington, D. C., July 8, 1968. 
Hon. Joun E. Moss, 

Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House of Representatives, 
Washington, D. C. 

Dear Mr. CuairMan: This is in response to your letter of June 23, 
1958, concerning the request of Mr. Bruce Mair of the Chester Times 
for copies of the consolidated reviews of management operations of 
the Delaware County Housing Authority and the Chester Housing 
Authority, Pennsylvania. 

The reports in question are in the form of a communication from the 
director, Washington regional office, PHA, addressed to the chairman 
of the local authority with copies to the other commissioners and to 
the executive director of the local authority. Each report is the result 
of studies made by the PHA of various phases of the local authority’s 
operations, to assure compliance with the terms of the contract for 
Federal financial assistance and the provisions and purposes of the 
United States Housing Act of 1937, as amended, pursuant to which 
such contracts were entered into. 

The reports point out specific deficiencies in operations found in 
the course of such studies, and contain the PHA’s recommendations 
for correction thereof. As stated in the accompanying letters to the 
chairman of the local authorities, the reports are submitted to the 
local authorities for their study, with a view to discussion of the PHA’s 
recommendations at a meeting between the local authority and PHA 
officials. 

The reports mention the names of PHA employees who conducted 
the surveys and of local authority employees who cooperated in the 
studies, and names of some tenants, their family relationships and 
dependencies, their income, and the sources thereof including public 
assistance. 

Your specific questions are answered as follows: 

1. What is the specific reason for refusing to make public the report 
in question? 

Answer: The PHA believes that it would be contrary to the public 
interest for reports of this kind to be made available for public scrutiny, 
in that their purpose and effectiveness would be largely destroyed. 

As stated above, the reports are the result of investigations made to 
ascertain whether there is compliance with the contracts for financial 
assistance and the act authorizing such contracts. The effectiveness 
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of these studies depends in large measure upon the freedom of action 
of PHA staff members and the cooperation accorded them by local 
authority staff members. Some of the useful information obtained 
may consist of statements, suggestions or charges by individuals, 
including leads and suspicions, which warrant further investigation by 
the local authority, but which would not qualify as evidence in any 
formal proceedings. If the names of PHA employees who make the 
studies and of local authority staff who cooperate with and assist them 
were exposed to public scrutiny, the scope and effectiveness of future 
studies would be severely inhibited. 

The adverse effect of publicity would also permeate discussions 
between the PHA and the local authority on the basis of the reports. 
In large measure the success of such discussions depends upon a 
voluntary desire on the part of the local authority to correct deficien- 
cies, rather than defend existing conditions. If, however, the MHA’s 
report were made public, the tendency would be for the local authority 
mem bers to resist all suggestions and recommendations for corrections 
and to comply only with such demands as could be legally enforced. 
This would be the inevitable result of their natural desire not to appear 
at fault in the eyes of the public. 

Moreover, publication of the reports might be grossly unfair to the 
local authority commissioners and staff members responsible for the 
operations criticized adversely by the PHA. In the course of dis- 
cussion based on the report, the local authority might be able to show, 
for example, that conditions reported in the investigation do not 
constitute mismanagement, or that alleged mismanagement is not as 
extensive as reported, or that there exist special extenuating circum- 
stances. Failure of the PHA to observe a rule of “fair play”’ would be 
detrimental to the administration of the low-rent housing program, 
which depends on the services of public-minded citizens who serve as 
members of local housing authority boards, in most instances without 
pay. Unwarranted disclosure might also subject PHA officials to 
personal liability for damages. (See Lyons v. Howard, 250 F. 2d 912, 
CA-1, 1958, certiorari granted June 9, 1958, No. 956.) 

In withholding these reports from public scrutiny, the PHA does 
not hold them to be secret matter. The PHA stands ready to make 
them available to those officially concerned, and has in fact made 
them available to the director, Bureau of Community Development, 
Department of Commerce, Commonwealth of Pennsylvania, who 
requested them for official purposes of that department. If viola- 
tions of Federal law were disclosed, the PHA would report such viola- 
tions to the Department of Justice. If local criminal laws should 
appear to have been violated, the PHA would report such fact to 
the appropriate local law enforcement officials. The PHA will also 
make the reports available for official use of your subcommittee if 
requested for that purpose. 

2. If you determine to carry out the initial refusal to make the 
report public, what is the statutory authority for your refusal? 

Answer: The PHA relies upon the general principle of law that 
agencies of the Government exercising executive functions have the 
privilege and discretion to keep papers and information confidential 
in the public interest. For the reasons stated in answer to question 1, 
we are convinced that release of these reports to the public would be 
contrary to the public interest. 
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The Administrative Procedure Act does not change this longstand- 
ing principle of law, since even as to “matters of official record” 
required to be disclosed, the requirement is only for persons “properly 
and directly concerned” and is inapplicable when the information is 
“held confidential for good cause found.”” Moreover, investigative 
reports of this kind are not regarded as “matters of official record.”’ 
In this connection the Attorney General has said that “all investiga- 
tive reports are confidential documents of the executive department 
of the Government, to aid in the duty laid upon the President by 
the Constitution to ‘take care that the laws be faithfully execu- 
ted’ * * *.” (40 Op. Atty. Gen. 45, 46 (1941)). 

3. What specific rules and regulations of the Public Housing Admin- 
istration govern the availability to the public of management reviews 
such as that made of the Pennsylvania housing authorities? Please 
provide copies of all pertinent rules and regulations. 

Answer: The PHA has no rule or regulation specifically governing 
the availability of management reviews. It has a general regulation 
on the availability of official records, published in title 24, Code of 
Federal Regulations, section 300.1, a copv of which is enclosed. 

It is our policy to grant requests for official information to persons 
properly and directly concerned, except where there are circumstances 
that make it contrary to the public interest to do so. 

4. Approximately how many such management reviews are made 
each year by the Public Housing Authority? Under what conditions 
are they available for public inspection? 

Answer: A consolidated review of menage! ent operations, such as 
involved here, is a report of four different :spects of audit—fiscal 
audit, management review, occupancy audit, and engineering survey. 
The PHA auditing of local authorities is a continuing operation, the 
number and kinds of audit being dependent upon scheduling, problems 
indicated, and other conditions. At times only a fiscal audit is made 
and reported, at other times one or more of the other kinds of audit 
are made and reported, and sometimes all four kinds of audit are made 
and reported in a single report. 

As of June 15, 1958, the PHA had reported on audits of as many as 
635 local authorities during the fiscal year 1958. As to some of these 
local authorities, all four kinds of audit were made and the report is 
in the form of a consolidated review. For others, one or more kinds 
of audit were made and reported separately to the local authority 
involved. 

Availability of these reports for public inspection, whether in the 
form of a consolidated review or a review of one or more phases of 
audit, is governed by the principles stated in answer to the previous 
questions herein. 

We trust that the foregoing satisfactorily answers the questions 
presented. 

It should be noted also that in dealing with a local authority the 
PHA deals with an agency of a sovereign State, and that responsibility 
for the conduct and activities of local authority members is > natter 
for State officials. We believe that the Federal-State rele. onship 
is better served and the respective areas of responsibility are better 
preserved by referring to appropriate State officials any request for 
information relative to official action of the State or its officers. 
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Please do not hesitate to communicate with us again if you require 
further information. 
Sincerely yours, 
CHARLES E. SLuSSER, 
Commissioner. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
July 29, 1958. 
Mr. Cuarues E. Siusser, 
Commissioner, Public Housing Administration, 
Washington, D. C. 

Dear Mr. Stusser: Your letter of July 8, 1958, states that reviews 
of management operations of the Delaware County Housing Authority 
and the Chester Housing Authority in Pennsylvania will not be made 
public. Your letter offered, however, to make the reports available 
to the House Government Information Subcommittee, and the sub- 
committee staff has studied the reports dated February 5, 1958, and 
March 31, 1958. 

In answer to the subcommittee’s earlier request for the specific 
reason for a refusal to make the sidebtaa tion public, vour letter of 
July 8, 1958, states that “it would be contrary to the public interest” 
to make the reports public: because “their purpose and effectiveness 
would be largely destroyed.”” To support that argument you contend 
that the reports would disclose the names of Public Housing Adminis- 
tration and local housing authority emplovees who cooperated in the 
investigation, as well as the names of tenaiis and personai iitorimation 
about them 

This so-called investigative information is contained only in the 
detailed studies which serve as a basis for the two operations analyses- 
the section of each report which contains the Federal Government’s 
conclusions and recommendations. No names, personal details or 
other investigative information is contained in the 6-page operations 
analysis appended to the report on the Chester Housing Authority. 

The only names of individuals included in the 8-page operations 
analysis appended to the report on the Delaware County Authority 
are those of two former authority employees. One employee, the 
operations analysis states, “resigned after an audit disclosed shortages 
and personal checks in his petty cash fund.’’ The other employee, 
according to the operations analysis, was given an ‘erroneous payment 
for accumulated annual leave,” and the report urges the recovery of 
the ‘‘erroneous payment.” 

This certainly is not the kind of information which would destroy 
the ‘“‘purpose and effectiveness’ of PHA investigations. Instead, it 
appears to be information which the taxpayers who finance housing 
agencies are entitled to have. While there may be some validity to 
a contention that unevaluated investigative material should not be 
disclosed indiscriminately, I can see no excuse for the Public Housing 
Administration’s refusal to take the public into its confidence by 
releasing the two operations analyses—the sections of the reports 
which contain only conclusions and recommendations with none of 
the so-called investigative material. 
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I would appreciate knowing whether you plan to make public the 
operations analysis section of the two reports. I would also appre- 
ciate a specific citation of “‘the general principle of law that agencies 
of the Government exercising executive functions have the privilege 
and discretion to keep papers and information confidential in the 
public interest.”’ In its extensive study of the legal problems involved 
in Federal restrictions upon information, the House Government 
Information Subcommittee has uncovered no such “general principle 
of law’’ as you mention; thus, your specific citation of such a law— 
if it does exist—will be most helpful. 

Sincerely, 
Joun E. Moss, Chairman. 


XIV. State DEPARTMENT 
4. SCIENCE ATTACHE PROGRAM 


The responsibility of the State Department for the inter-relation- 
ship between science and foreign policy is traceable to World War II, 
and to a greater extent, a series of studies made in the immediate post- 
war years. One of these was Science, The Endless Frontier by Dr. 
Vannevar Bush in 1945 at the request of President Harry S. Truman. 
The Bush study was designed to point the way to peacetime utilization 
of scientific knowledge acquired during the war by the Office of Scien- 
tific Research and Development. In 1947, the President’s Scientific 
Research Board, headed by Dr. John R. Steelman, issued another 
study called Science and Public Policy which traced the interrelation- 
ship and the problems of coordination of scientific information devel- 
oped by the various branches of Government. In 1946, the London 
Office of Science and Technology was transferred from the Depart- 
ment of Commerce to the Department of State. With the reorgani- 
zation of the State Department in 1949, the Department called on its 
International Science Steering Committee to lay down guidelines for 
the future handling of science as it applied to the Department’s foreign 
policy responsibility. The Committee, headed by Dr. Lloyd V. 
Berkner, produced the report called Science and Foreign Relations, 
still considered the basic work in this field. In part, the Berkner 
report stated: 


Because of preoccupation of science and diplomacy, each 
with its own affairs, a barrier has grown between the Depart- 
ment and United States science that should be broken down 
by conscious endeavor by both groups. 


The report recommended establishment of the post of science ad- 
viser to the Department, with a small staff to assist this office. To 
support the activity abroad, the report also suggested that ae 
be appointed as attachés to various United States Embassies in foreigr 
countries. In 1951, the Department took steps to implement t 
Berkner report by appointing Dr. Joseph B. Koepfli, an si 
chemist, as science adviser at the policy lead of special assistant to 
the Under Secretary of State. Dr. Koepfli served for 2 years. At 
that time be was succeeded by his deputy, Dr. James W. Joyce, a 
geophysicist. In mid-1954, Dr. Joyce left the Department, and the 
post became vacant. The same year that Dr. Koepfli was appointed, 
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6 scientists were named to attaché posts and 2 others were absorbed 
from the old London office. Six more attachés were appointed in 
1952, but the following year appointments began to taper off. The 
high-water mark of the program was in 1952, when 10 scientists were 
attached to embassies abroad, and a qualified scientist held the post 
of science adviser to the State Department. By early 1956, the post 
of science adviser was being administered by an assistant to the 
science adviser—a nonscientist. There were no science attachés 
serving the State Department abroad. It was against this back- 
round of the atrophy of a highly recommended plan that the Special 

ubcommittee on Government Information began its inquiry into 
the science attaché program as administered by the Department of 
State. 

On March 7, 1956, Dr. Berkner testified at public hearings of the 
subcommittee (hearings, p. 780): 


I had a good deal of contact with the program unofficially 
until the time that it was in operation. And I believe that 
it received the very strong support of scientists. I know 
myself that in looking at the program when it was operating 
abroad those who were cenieetk in it strongly favored it. 
They believed that it added very substantially to what I 
would call our national expertise in the relationship of matters 
of science to government in the same way that the presence 
of our commercial attachés take the commercial problems 
with respect to foreign relations into account, and our agri- 
cultural attachés the problems of food and welfare. 

I am not informed as to the final reasons for the discon- 
tinuance of the program. But I do believe that during its 
operation it assisted our Department of State very substan- 
tially. I know personally, because I was privileged to know 
some of the operations, that it prevented trouble oon time to 
time in modifying actions on some activity that the State 
Department proposed to treat which did not take into 
account the effect of scientific development. 


Dr. Elmer Hutchisson of the Case Institute of Technology testified 
(hearings, p. 781): 


May I add my endorsement to what Dr. Berkner has said. 
I perhaps can say more freely than he that this was a tre- 
mendously successful venture. I know from my own ex- 
perience and from the experience of others that their visits 
abroad were made very much more effective in gaining 
information as a result of these State Department scientific 
attachés. And I think it is regrettable that this whole work 
is being curtailed. 


On March 8, 1956, Dr. Otto Struve of the University of California, 
commenting on the work of the attachés, said (hearings, p. 834): 


I thought they were serving an extremely useful function, 
in coordinating the activities of our own scientists, who go 
abroad, and the foreign scientists who want to come to the 
United States, or want to have information about what is 
going on in the United States * * * 
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At a hearing on April 27, 1956, speaking for the Federation of 
American Scientists, Dr. Donald J. Hughes, senior physicist at the 
Brookhaven Laboratory, told the Special Subcommittee on Govern- 
ment Information that FAS felt “that the removal of the United 
States science attachés from our Embassies would seriously weaken 
our international scientific position * * *’” (hearings, p. 1449). 

Dr. Hughes also pointed out that ‘‘on April 11, the Associated Press 
reported that Soviet scientists are being assigned to Russian Embassies 
in all important capitals’ (hearings, pp. 1450, ff.). 

Dr. Hughes testified that it was ‘a very big mistake’”’ to abandon 
the United States science attaché program (hearings, p. 1462): 


In my opinion the science attachés were performing such a 
useful purpose that it is really a very big mistake to change 
that policy, so that we do not have science attachés. 


Dr. Hughes testified that only a few days before the hearing, 
Russian physicists visiting the British experimental laboratories at 
Harwell, England, had publicly disclosed for the first time possibly 
80 percent of the previous highly secret work they had been doin 
to harness thermonuclear power (see exhibit III-A, p. 239). Dr. 
Hughes testified (hearings, p. 1463): 


Well, I would say the obvious thing is that the Russians 
seem to have done just what we were recommending that 
the United States Government do. They sort of stole the 
show. However, as I mentioned in the additional remarks, 
I think the main, signiiicant factor is that the Russians 
have gone further than we have in declassifying things for 
the first time. They really went quite far. 

We have declassified a slight amount of information about 
the controlled fusion reactions, but very little. I mean 
there have been 1 or'2 public releases that more or less de- 
scribed the fact what work was going on and that it would 
be many years before a practical objective can be obtained. 
My impression is that the talk given by the Russian scien- 
tists—it is hard to tell from a newspaper description—but 
my feeling is that they have revealed the great majority of 
the work that they have done. That is, I would say in 


that talk he probably covered 80 percent of the work that 
they have been doing. 


If the United States had had a science attaché in London, Dr. 
Hughes testified, he would-have been on hand at Harwell to receive 
the important Russian information (hearings, p. 1461): 


If we had had a science attaché at the Embassy in London, 
this week, he certainly would have been in attendance at the 
talk at Harwell. That is obvious, 1 mean. So, our knowl- 
edge of what was contained in that particular lecture would 
be much better. I mean we probably had some representa- 
tive from the Embassy there, but I am sure such representa- 
tive was not a scientist. 


Dr. Hughes said that the absence of a United States science attaché 
at the Harwell meeting meant that United States scientists would 
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have to rely largely on newspaper reports to know what the Russians 
revealed (hearings, pp. 1462-1463): 


Mr. MitcHe.u. How long do you think it will be before 
an average scientist in the United States gets the details on 
what happened at Harwell the other day? 

Dr. Hugues. I must say a direct channel through the 
Governmeni is necessary. If it must come through un- 
official channels, I would say that it may never happen. 
It will take months, anyway. Iam sure the only knowledge 
the scientists will have is through the newspapers. 

Mr. MitcuHe.u. Do you feel that a career assistant, not 
a scientist, who might have been present at this hearing at 
Harwell would be qualified to give our scientists the in- 
formation? 

Dr. Hueues. No; I am sure that he would not. That 
is more or less obvious (hearings, pp. 1462, 1463). 


In a letter to Representative Daniel J. Flood, of Pennsylvania, on 
February 23, 1956, the State Department sought to explain away its 
apparent indifference to the science attaché program by saying that— 


in recent months, the Department has been reviewing accom- 
plishments under this program in order to determine whether 
it should be continued in this form or should be revised * * *. 
During this study, no new appointments have been made, 
since the Departinent did not wish to take any active steps 
which might not fit into the final arrangements for the 
program (hearings, p. 783). 


The reaction of scientists to this type of reasoning was expressed in 
an editorial in Chemical and Engineering News. ‘The editorial stated 
in part (hearings, p. 784): 


Science today has an even greater impact on society than 
it did when State first recognized it. To let the science 
function die now, say the scientists, would be next to criminal 
and an enormous waste of their time and the taxpayers’ 
money. ‘The course of events mystifies them. 


As a result of these and other complaints against the atrophy of 
the science attaché program, the subcommittee presented the following 
recommendation to the parent Committee on Government Opera- 
tions, which adopted it unanimously and forwarded it to the House on 
July 27, 1956: 


The science attaché program should be reactivated. 
Experienced scientists should be attached to every major 
United States Embassy around the world to report on 
foreign scientific developments and to facilitate exchange of 
scientific information. Except where matters of military 
security are involved, the reports of these attachés should be 
given the widest dissemination so that American scientists 
can be kept abreast of world developments in their field 
(pp. 92-93, H. Rept. 2947, 84th Cong., 2d sess.). 


The recommendation, along with the program, was ignored by the: 
State Department until after the October 1957 launching of Russia’s 
Sputnik I. (For a sample of press reaction, see exhibit III-B, p. 240.) 





AVAILABILITY OF INFORMATION lil 


The following correspondence took place between the subcommittee 
and the State Department: 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
December 16, 1957. 
Hon. Joun Foster Dv.xss, 
Secretary of State, De rtment of State, 
Washington, D D.C. 

Dear Mr. SECRETARY: On November 8, 1957, at a press conference, 
Mr. Joseph Reap, Chief, Newws Media Branch, News Division, dis- 
closed that the Department of State finally is considering action to 
reestablish the science attaché program. I am sure you are aware 
that the House Government Information Subcommittee discussed 
the importance of science attachés at a number of its public hearings. 
The need for qualified individuals to collect scientific information at 
our embassies was emphasized by testimony from some of the Nation’s 
leading scientists at a subcommittee hearing in March 1956. In 
April 1956, the matter also was discussed at hearings with Depart- 
ment of Commerce witnesses. (See pages 781 ff. and 1461 ff. of the 
subcommittee hearings. ) 

On July 27, 1956, the House Government Operations Committee 
unanimously recommended that: 

“The science attaché program should be reactivated. Experienced 
scientists should be attached to every major United States Embassy 
around the world to report on foreign scientific developments and to 
facilitate exchange of scientific information. Except where matters 
of military security are involved, the reports of these attachés should 
be given the widest dissemination so that American scientists can be 
kept abreast of world developments in their field.’’ 

A copy of House Report No. 2947, including this recommendation 
and other background, is enclosed. 

In spite of the committee’s firm recommendation—based on a care- 
ful study of the need for a free flow of scientific information and on 
testimony of highly qualified witnesses—the State Department 
apparently took no action to reestablish the science attaché program 
until Russia’s sputniks showed the whole world the comparative pos- 
ture of our scientific research program. 

In the press conference, Mr. Reap admitted that “not too much has 
been done” yet about reestablishing the science attaché program. 
He also admitted that the program was allowed to die “on the basis 
of funds allocated to us.” 

While Mr. Reap disclosed that ‘the concept of the science adviser 
we had heretofore may not be the same that we will develop now 
under this new arrangement,’ the House Government Information 
Subcommittee is interested in the reasons for allowing the previous 
program to lapse, as well as in the plans underway for reestablishing 
the program. 

Please inform me whether the Department submitted to the Budget 
Bureau a request for funds to reestablish the. program. If so, on 
what date or dates was the submission made? 

Did the Department ask Congress for an appropriation to continue 
the science attaché program? If so, what was the action upon the 
request? 
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The subcommittee also would appreciate a full explanation of plans 


underway to reestablish the program and all other details on the 
matter. 


Sincerely, 
JoHn E. Moss, Chairman. 


DEPARTMENT OF STATE, 
Washington, January 13, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House of Representatives. 


Dear Mr. Moss: As indicated in my letter of December 23, 1957, 
the Department is pleased to furnish additional information regarding 
its plan for a science attaché program as requested in your letter of 
December 16, 1957 

Through committee hearings, documents, and other information 
supplied by the Department, I am sure that you are familiar with 
various phases of the international scientific program as carried on 
since 1947, and I shall, therefore, not review the history in these 
cases. In the past year, however, the Department has been reex- 
amining its science attaché program and has found that the interests 
of the United States presently require an expanded effort in this area. 
In order to strengthen departmental coverage of scientific develop- 
ments of interest to the United States by the Foreign Service through- 
out the world, a new program of science activities in the Department 
of State has been worked out with the National Science Foundation, 
the National Academy of Sciences, and other interested agencies. 
The Department’s science program will have the followi ing obje ctives: 
To promote the progress of science through the interchange of scien- 
tific information among scientists in the United States and foreign 
countries; to ad. ise United States chiefs of mission with respect to 
scientific and te:iinological developments occurring throughout the 
world which may affect United States relations with particular 
countries concerned; to collect scientific information deemed to be of 
value to the United States, to be disseminated through appropriate 
Government agencies; to assist Federal agencies and private groups 
to carry out programs of collaboration abread (e. g., technical assist- 
ance projects, science fellowships, exchange of scientists, etc.). 

Agreements on the details of the Department’s science attaché 
program was worked out in a series of meetings with the National 
Science Foundation, the National Academy of Sciences, and other 
agencies during the spring and early summer of last year. In fact, 
agreement on the proposed program had been obtained from all 
interested parties by July 23. The implementation of the program 
has involved two steps: the appointment of a science adviser and the 
assignment of new attachés abroad. It was considered advisable to 
seek the appointment of an adviser of outstanding capability and 
established reputation, first. prior to proceeding with the assignment 
of the attachés, or, for that matter, making any puvlic announcement 
of the Department’s plans. 

Difficulty has been encountered in obtaining the services of an 
adviser whose prestige, experience, and capabilities are adequate for 
the task envisioned by the Department. A wide range of candidates 
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has been considered and some approached, but until recently no man 
of proper qualifications was prepared to accept the appointment at a 
grade and salary the Department could offer. A GS-17 grade for 
this purpose was requested of the Civil Service Commission on July 7 
and allocated on September 20. This grade was not sufficient to at- 
tract the proper man, however, so the Department again approached 
the Civil a Commission, informally i in mid-October and officially 
on November 7, with a request for allocation of a GS-18 grade for a 
science adviser. 

I am pleased to inform you that the Department is appointing as 
the new science adviser with a grade of GS-18 Dr. Wallace R. Brode 
who until this time has been Associate Director of the National Bureau 
of Standards. 

With the appointment of the adviser, the Department i is prepared to 
move immediately to the assignment ‘of attachés to 5 or possibly 6 
posts abroad. It is now contemplated that 3 or 4 of them will be in 
Europe, 1 in the Far East, and 1 in south Asia. Each attaché will 
have requisite secretarial help and will be expected to cover other 
countries in his general area. Within the Department, 4 positions are 
available to the science program, 2 being professional and 2 secretarial. 

The Department did not make a special budget request to the 
Bureau of the Budget or to the Congress for the science attaché 
program, having included provisions for such a program along with 
other normal activities of the Department and the Foreign Service. 
Because phases of the science program are a part of the general 
activities of the regional bureaus and other areas of the Department, 
it is difficult to identify precise cost figures for the science program. 
However, it may be stated that the Department this year has set 
aside funds for science activities at the rate of $180,000. 

Although we have been talking of the highly specialized positions of 
science attachés in conjunction with a formal Department of State 
science program, it should be realized that some of the interests of the 
United States abroad in the science field are actually being cared for 
by other personnel, who, although not designated as “science attachés”’ 
are nevertheless performing related functions. These include 3 For- 
eign Service officers in London, Paris, and Bonn who are responsible 
for nuclear energy affairs, and 8 Atomic Energy Agency persons 
attached to our Embassies in Paris, London, Tokyo, and Buenos Aires. 
In addition, there is one science officer in the ICA—USRO mission in 
Paris. 

If you have any further questions, the Department will be pleased 
to furnish such additional information as it can supply. 

Sincerely yours, 
Wiuturam B. Macomper, Jr., 
Assistant Secretary. 


B. GIFTS TO GOVERNMENT OFFICIALS 


In October 1957, the State Department refused press requests to 
view the thousands of gifts and decorations presented by foreign 
nations to United States Government officials and stored in a Govern- 
ment warehouse. Following subcommittee inquiry, the State De- 
partment reversed its decision and arranged to open the gift-storage 
area to public inspection. 
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House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
October 31, 1957. 
Hon. Joun Foster Duties, 
Secretary of State, Department of State, 
Washington, D. C. 

Dear Mr. Secretary: It has been brought to the attention of the 
House Government Information Subcommittee that the press has 
been denied permission to visit the State Department warehouse 
where gifts to United States officials from foreign nations are stored, 
The press also has informed the subcommittee that the Department 
has refused to make available an inventory of the gifts. According 
to our information, a State Department spokesman told members of 
the press that ‘the building is classified.” 

The subcommittee has found on numerous other occasions that 
Federal officials, because they feel that something may be slightly 
embarrassing, are prone to sweep it under the rug of secrecy. 

According to press reports, there are “thousands” of gifts stored in 
the State Department warehouse here. Who owns these gifts? Are 
they public property? Who pays the rent for their storage? The 
subcommittee also will appreciate your explanation of why these 
gifts are placed in a classified status and what possible bearing they 
might have on the national security. 

Sincerely, 
JoHN E. Moss, Chairman. 


DEPARTMENT OF STATE, 
Washington, November 13, 1957. 
Hon. Jonun E. Moss, 
Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House of Representatives. 

Dear Mr. Moss: The Department is pleased to provide you and 
your subcommittee with the information requested in your letter of 
October 31, 1957. 

A portion of a building at 1620 M Street NW. is rented by the 
General Services Administration and used by the Department of State 
to house its Records Service Center; that is, the unit that processes 
and stores the Department’s files. Within this building is a large 
restricted area containing classified files. Because it is therefore a 
safe storage area, it is also used to store several thousand medals and 
decorations awarded to Government officials which are in the custody 
of the Department of State pending authority from the Congress to 
permit the recipients to accept them. The items themselves, of 
course, are not in a classified status. 

Unce. title 5, section 115, United Siates Code, any present or 
decoration presented by a foreign government to any officer of the 
United States should be tendered through the Department of State. 
When the Department receives such items, either from a foreign 
government direct or from a recipient, as a matter of practice it 
retains custody until authorized delivery can be made. (Items of 
little intrinsic value in the nature of souvenirs or mementos, exchanged 
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during international visits, which could not be regarded as likely to 
influence the recipient are not generally included in this procedure.) 

A Presidential directive to all executive departments ail establish- 
ments precludes submission of requests to Congress for delivery of an 
item until the recipient has retired. Each agency prepares a list of 
such requests which are forwarded to the Department of State to be 
iaclioied by it in an omnibus bill. 

The Department has arranged for members of the press to be ad- 
mitted to the restricted area, under appropriate security safeguards, 
and to take photographs if they wish of the items. Aside from the 
several thousand decorations, medals, and orders, there are perhaps 
50 ceremonial presents consisting of swords, robes, dolls, silver dishes, 
paintings, and similar objects. 

I trust that the above information will meet your needs. 

Sincerely yours, 
Wituram B. Macomper, Jr., 
Assistant Secretary. 


C. RESTRICTIONS ON PRESS CONTACTS 


On May 13, 1958, the Associated Press carried a dispatch from 
Mr. John Hightower, State Department correspondent, which said: 


State Department executives are reported drafting a 
directive on press relations which would regulate and limit 
contacts between news reporters and many Department 
officials. 

Word already has been passed that all Department officials 
hereafter must be extremely cantious in making information 
available to reporters. 

The oral instructions provide that officials who do talk 
with newsmen should record each such contact, should make 
a memorandum of any information they supply, and should 
hold the interview in the presence of a Department public 
relations officer. 

In addition, it is reported that experts in the Department’s 
Research Section have been told not to give out any informa- 
tion to newsmen except when specifically authorized to do so 
through arrangements made by the Public Affairs Division. 
These research experts are among the best informed men in 
the Department on United States relations with individual 
foreign countries. 


The same day on which the Associated Press story was printed, 
Mr. Joseph Reap, State Department press officer, handed newsmen 
at their regular noon Department briefing a statement which amounted 
to a categorical denial of the dispatch. (See exhibit II—A, p. 227.) 

In the question and answer session, Mr. Reap was questioned 
closely on several points: 


Q. I understand a previous order which has been in 
standing for some time was reemphasized and another one 
was put out subsequently. 

Q. What you have said here is clearly a new order for the 
Research and Intelligence, is it not? 
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A. No. What I have said here is from time to time in 
the past, you have been able to be briefed by these people. 
We will continue to do it 

Q. Well, you know that’s not true. From time to time in 
the past we eee gone directly to these people. Now you are 
forbidding it. Is that not the case? 

A. I can only say to that, as this statement says, it is 
obvious that intelligence officers cannot be given blanket 
authorizations to discuss—— 

Q. That is not the question. You are changing the regu- 
lations, are you not? 

A. There are no such regulations. Some departments have 
informally I know issued new guidance to their officers. 
Some of you have already brought this to our attention, that 
you are having difficulty of reaching certain officers in the 
Department. We are making every effort to see that you 
will have contacts. We will continue to provide background 
briefings for you. 

Q. You haven’t answered my question. I want to know 
why you won’t answer. I want an answer. Is it not true 
that you are now cutting the press off from direct contact on 
an individual basis with the major part of the Department, 
this Bureau of Intelligence and Research? Yes or no? 

A. The answer is “No.” [Emphasis supplied.] 


Mr. Reap also stated that the practice of writing memos of all 
contacts with the press had been in effect in the past. He was 
reminded by a newsman that the practice had been abandoned, how- 
ever, because of the “inhibiting effect of the system’’ during the time 
when Edward Stettinius was Secretary of State (exhibit IT-A, p. 227): 


Q. What you are saying now, Joe, that that process or 
practice has been reinstituted? 

A. What I have said in the statement earlier is that re- 
cently the heads of various bureaus have reminded their 
officers of that practice—— 

Q. Is it now necessary for a Department officer who talks 
to the member of the press to make a memo of that con- 
versation? 

A. That would be up to the bureaus, and the bureaus 
have done that; yes. 

Q. The answer is “‘Yes’’? 

A. Yes. 

Q. What brought this decision recently? Why was this 
done? 

A. What decision? 

Q. The one you referred that these people did recently. 
This is the first time it’s happened since Dulles has been 
Secretary of State. Whi has this happened recently? 

A. I don’t know why. Each bureau must exercise that 
judgment. 


The subcommittee, meanwhile, had obtained copies of two circulars 
restricting press contact with Intelligence and Research personnel 
(see exhibit II-B, p. 233). The latest was dated April 4, 1958—about 
1 month before the Associated Press dispatch which brought forth the 
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press conference denial that new restrictive orders had been issued. 
In part, the circular stated that it was the Bureau’s policy ‘‘to dis- 
courage, insofar as possible, contact with representatives of the press 
and to permit no conversations on official matters except in the 
presence of an authorized representative” of the Public Affairs Bureau 
or the appropriate regional desk. 

The jalccmadiities also ascertained that certain Department officials 
recently warned their subordinates that they would be required to 
write memorandums on any contacts with newsmen. 

(For examples of press reaction, see exhibit II—-C, p. 235.) 

On May 19, 1958, the subcommittee asked Secretary of State John 
Foster Dulles about the memo-writing requirement. The subcom- 
mittee pointed out that it had been sadoteien by the Department that 
both the circular and the oral instructions had the force of directives 
on personnel who received them. The subcommittee also asked the 
Department to identify the officials who issued the oral instructions 
on memo writing and asked for the approximate wording of the in- 
structions. Finally, the subcommittee requested the statutory au- 
thority for the issuance of both the circular and the oral instructions. 

On May 31, 1958, Assistant Secretary William B. Macomber, Jr., 
replied to the subcommittee’s letter, again denying that a “directive” 
was being drafted or was being contemplated. He stated, instead, 
that ‘‘there is the fact that the Director of the Bureau of Intelligence 
and Research distributed in his Bureau a circular, dated April 4, 1958, 
which requested officers of that Bureau to limit their contacts with the 
press to those arranged by the public affairs officers.” 

Since Mr. Mecouiber’s reply failed to list the officials who had issued 
memo-writing instructions, to cite statutory authority or to provide 
other requested information, the subcommittee on June 4, 1958, 
requested that the obvious omissions be filled. tm addition, the 
subcommittee asked if the memo-writing requirement extended to 
“chance encounters with newsmen at social events, on the street, etc.” 

On June 16, 1958, Mr. Macomber supplied the names of six Assistant 
Secretaries who had issued oral instructions limiting press contacts by 
their subordinates. The list embraced nearly every office of an 
Assistant Secretary of State of interest or concern to newsmen: the 
Assistant Secretaries for European Affairs; Far Eastern Affairs; Near 
Eastern, South Asian, and African Affairs; Inter-American Affairs; 
International Organization Affairs, and Economic Affairs. 

Mr. Macomber said all the Assistant Secretaries had issued the 
following paraphrased instructions orally: 


A Department officer, upon seeing a press representative, 
should write a memorandum of the visit. This could be 
limited to a few lines on the subjects discussed or a simple 
listing of name and date. Also, a Department officer upon 
being advised that a news representative wished to see him, 
should notify the public affairs adviser of his Bureau who 


should be present, if feasible, when the officer talks with the 
newsman. 


In citing authority for the information restrictions, Mr. Macomber 
oe the Department’s major reliance on “the constitutional con- 
erral of responsibility for the conduct of the foreign relations of the 
United States’ on the Secretary of State. As further authority for 
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limiting contacts of Department officers with the press, he cited title 
5, United States Code, section 151 (c), which gives the Secretary of 
State the power to make— 


such rules and regulations as may be necessary to carry out 
the functions now or hereafter vested in the Secretary of 
State or the Department of State, and he may delegate 
authority to perform any of such functions including, if he 
shall so specify, the authority successively to redelegate any 
of such functions, to officers and employees under his direc- 
tion and supervision. 


Mr. Macomber also stated that if a Department officer talked to a 
newsman about something relating to his business at social events like 
cocktail parties and the like, the officer would have to write a memo 
about it. 


The subcommittee exchanged the following correspondence with the 
Department: 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., May 19, 1958. 
Hon. Joun Foster Dues, 
Secretary, Department of State, 
Washington, D. C. 

Dear Mr. Secretary: On May 13, 1958, the Associated Press 
reported that the accessibility of State Department officials to the 
press had diminished as a result of policies under consideration or 
recently adopted by your Department. 

An investigation by the House Government Information Sub- 
committee disclosed that on April 4, 1958, the Intelligence and 
Research Bureau of the Department issued INR Administrative 
Circular No. 56 which rescinded a similar directive issued on March 
2, 1953. Both orders restricted contacts by research personnel with 
the press. The revised circular stated it is the Bureau’s policy ‘‘to 
discourage, insofar as possible, contact with representatives of the 
press and to permit no conversations on official matters except in the 
presence of an authorized representative of P (Public Affairs Bureau) 
of the appropriate regional bureau.”’ 

In addition to this restriction on contacts between reporters and 
research personnel, Mr. Andrew H. Berding, Assistant Secretary for 
Public Affairs, informed the subcommittee staff that some Under 
Secretaries and Assistant Secretaries recently issued oral instructions 
requiring personnel under their jurisdiction to submit a memorandum 
on each contact with representatives of the press. 

Mr. Berding stated that both the INR circular and the oral instruc- 
tions issued by the Under Secretaries and Assistant Secretaries regard- 
ing contacts with the press had the force of directives to the sub- 
ordinates who received them. 

Reporters covering the State Department have commented on the 
volume of information flowing from regular press conferences which 

ou have held. They state, however, that contact with other qualified 
tate Department officials is necessary if they are to gather the facts 


to write adequate stories about developments in the State Depart- 
ment area. 
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The subcommittee would appreciate a full explanation of the re- 
issuance of the Bureau circular and of the additional oral orders 
restricting contact between reporters and State Department officials. 
If the action does not indicate a new Department policy but merely 
reinstitutes past practices, please state the reason for emphasizing the 
practices at this time. 

In addition, please state exactly which Under Secretaries and 
Assistant Secretaries issued oral instructions directing their employees 
to submit memorandums on their contacts with the press and outline 
the wording of the oral instructions. 

Please inform the subcommittee of the statutory or other authority 
for issuing both the Bureau circular and the oral instructions. The 
subcommittee also would appreciate knowing whether the orders 
in any way affect the availability of information to the Congress. 

Sincerely, 
Joun E. Moss, Chairman. 


DEPARTMENT OF STATE, 
Washington, May 31, 1958. 
Hon. Joun E. Moss, 
House of Representatives. 


Dear Mr. Moss: Secretary Dulles has referred to me your letter 
of May 19 concerning the accessibility of State Department officials 
to the press. 

J am sure you are already cognizant of the fact that the State 
Department has always adopted a policy of being as forthcoming 
with the press as is humanly possible. You were kind enough to 
comment on the volume of information flowing from the Secretary’s 

ress conferences. In addition to these there are daily press con- 
erences by the Department spokeman, and frequent background 
conferences by other Department officers. Furthermore, many 
releases, statements, texts, and the like are given to the press each 
week. Finally, many Department officers see individual members 
of the press each day, or handle telephone calls from them in the 
office or at home. 

With reference to the Associated Press story you mention, the lead 
of which was that the Department was reported to be drafting a 
directive to limit contacts of the press with Department officers, the 
State Department has already denied categorically that such a directive 
was being drafted or. was: being contemplated. 

What happened is simply that the various Assistant Secretaries of 
State or heads of offices have wanted to be better informed of the 
contacts the officers under them have with the press. To this end 
they have requested their officers to make notations of their press 
callers and the subjects discussed. These notations need not be formal 
memorandums and can be limited to a few lines. It has been a long- 
standing procedure in the Department, dating back more than 40 
years, for the Department officers to make memorandums of the con- 
versations they have with visitors. This is for the better information 
of other offices and officers in the Department. Newspapermen are 
not excluded from this procedure and the Assistant Secretaries were 
reminding their officers of this fact. 
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Secondly, the Assistant Secretaries asked their officers to inform 
the public affairs adviser of the appropriate Bureau of the fact of a 
call or visit from a newsman. The public affairs adviser should be 
present, if feasible, when the officer talked with the newsman. There 
is nothing unusual in this procedure. It is followed by the Secretary 
of State himself. The public affairs adviser is responsible for the 
public relations of his Bureau, and it is logical that he should be kept 
informed of news contacts in his Bureau and take part in them when 
he has the time to do so. One of his functions is to work with and 
assist newsmen. 

Finally, there is the fact that the Director of the Bureau of Intelli- 
gence and Research distributed in his Bureau a circular, dated April 4, 
1958, which requested officers in that Bureau to limit their contacts 
with the press to those arranged by the public affairs officers. This 
was essentially a rewriting of a similar circular dated March 2, 1953. 
It should be noted that these are intelligence officers handling intelli- 
gence material, often delicate material received from the Central 
Intelligence Agency, Military Intelligence, or the intelligence systems 
of friendly governments. Furthermore, the Bureau of Intelligence 
and Research is not the appropriate office for news inquiries. If a 
reporter, for instance, wants information or background on Lebanon, 
he should go, not to an officer in the Intelligence and Research Bureau, 
but to the Bureau of Near Eastern, South Asian and African Affairs, 
which handles Lebanese matters. It is the latter Bureau, not the 
former, which is responsible for relauions with Lebanon, fcr the 
formulation of policy with regard to that country, and for press 
contacts relating to it. 

You ask why the Director for Intelligence and Research (INR, 
formerly designated as R) saw fit to scommnlignins the circular of 5 years 
ago. Subsequent to its designation as a Bureau, the Bureau of 
Intelligence and Research has reviewed all outstanding administrative 
and security instructions in order to bring them up to date and incor- 
porate them in the new Bureau series. 

R Instruction No. A-3 of March 2, 1953, “Contact of R employees 
with representatives of the press,’’ was one of the 85 instructions 
reviewed and reissued as INR Administrative Circular No. 56 of 
April 4, 1958. Although containing variations in form and language, 
the circular of April 4, 1958, repeats in the Bureau circular series the 
substance of the instruction it superseded. © Previous instructions on 
this or allied subjects were an office instruction of August 13, 1951, 
similar in substance to the two later versions, and an instruction 
dealing with the problem of preventing the unauthorized disclosure 
of information, issued on August 26, 1949. 

You asked that we cite the authority under which the Bureau of 
Intelligence and Research issued the circular instruction. The De- 
partment’s Manual of Regulations and Procedures, volume I, section 
021.21—-F, authorizes subordinate components of the Department to 
issue Office instructions limited in their applicability to personnel 
under the control of the issuing cffice. 

In general, Secretary Dulles and his assistants have followed the 
policy of being as helpful as possible to the press. The extensive 
coverage of our foreign affairs by American newspapers attests to the 
steady and substantial flow of news and background information from 
the Department. 
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ln answer to your final question, I assure you that the different 
steps mentioned above in no sense affect the availability of information 
to the Congress. 
Sincerely yours, 
Wituram B. Macomser, Jr., 
Assistant Secretary. 


Housr or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
June 4, 1958, 
Hon. Joun Foster Duttes, 
Secretary of State, Department of State, 
Washington, D. C. 

Dear Mr. Secretary: On May 19, 1958, I asked you to provide 
answers for the House Government Information Subcommittee to 
questions in connection with recent State Department restrictions on 
information. My letter was answered on May 31, 1958, by Assistant 
Secretary William B. Macomber, Jr. Not only did Mr. Macomber 
fail to answer a number of important questions, but his explanations 
for restricting reporters’ access to State Department officials indicate 
an apparent disregard of the people’s right to know what their Govern- 

ment is doing. 

My letter of May 19, 1958, asked that you “please state exactly 
which Under Secretaries and Assistant Secretaries issued oral instruc- 
tions directing their employees to submit memorandum on their 
contacts with the press and outline the wording of the oral instruc- 
tions.”” Mr. Macomber’s letter neither lists the Under Secretaries 
and Assistant Secretaries nor outlines the wording of instructions. 

I also asked that you “inform the subcommittee of the statutory or 
other authority for issuing both the Bureau circular and the oral in- 
structions.’”” Mr. Macomber’s letter refers merely to State Depart- 
ment regulations which, by no stretch of the imagination, are statu- 
tory authority for the actions in question. 

w ill you please, therefore, furnish the following information: 

What is the name and title of each Under Secretary or Assistant 
umnaee who has, within the past 6 months, issued written or oral 
instructions directing employees to submit memorandums on their 
press contacts? 

2. What was the exact wording of each of the written instructions 
and the paraphrased wording of each of the oral instructions? Please 
provide copies of all such written instructions. 

What specific authority, other than internal departmental direc- 
tives, etc., does the State Department rely upon to issue the written 
or oral instructions restricting contacts between State Department 
officials and the press? Please provide copies or exact citations of all 
statutes, constitutional sections, etc., relied upon. 

In explanation of State Department actions restricting press access, 
Mr. Macomber states that what happened “‘is simply that the various 
Assistant Secretaries of State or heads of offices have wanted to be 
better informed of contacts the officers under them have with the 
press.”” He also stated that “‘the Assistant Secretaries asked their 
officers to inform the public affairs adviser of the appropriate bureau 
of the fact of a call or visit from a newsman.” 
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The effect of the State Department actions restricting press access 
was summed up in a recent editorial column in the Washington Post 
and Times Herald. In the column Chalmers M. Roberts, who recently 
received two awards for his reportorial work, stated: 

“The memo-writing rule has two effects. It inhibits some of the 
more timid officials from doing more than parroting the official line 
to newsmen. And it is such a time-consuming nuisance that it often 
tips the balance in favor of saying ‘Tell him I’m not in’ when a reporter 
calls, in person or by phone, some of those who otherwise have been 
more available than not.” 

This explanation, coupled with the comments of other expert re- 
porters certainly conflicts with Mr. Macomber’s rationalization of the 
State Department’s restrictions on press access. Please inform the 
subcommittee, therefore, exactly why ‘‘various Assistant Secretaries 
of State or heads of offices have wanted to be better informed of 
contacts the officers under them have with the press.’’ Also, please 
inform the subcommittee exactly why “the Assistant Secretaries asked 
their officers to inform the public affairs adviser of the appropriate 
Bureau of the fact of a call or visit from a newsman.” In addition, 
please inform the subcommittee if the memo-writing requirement 
pertains to chance encounters with newsmen at social events, on the 
street, etc. 

Mr. Macomber’s repetition of the State Department denial that a 
directive limiting contacts of the press with Department officials ‘“‘was 
being drafted or was being contemplated” is a reliance on mere 
semantics. Naturally, no such directive ‘‘was’’ being drafted or ‘“‘was’’ 
being contemplated since the written order referred to—that issued by 
the Bureau of Intelligence and Research—already had been contem- 
plated, drafted, and issued. 

Please provide, as soon as possible, the answers to the above ques- 
tions—both those unanswered by Mr. Macomber’s letter and the 
additional questions which his letter brings up—so that it may be 
unnecessary to explore the matter further at a time-consuming public 
hearing. 

Sincerely, 
JoHN E. Moss, Chairman, 


DEPARTMENT OF STATE, 
Washington, June 16, 1958. 
Hon. Joun E. Moss, 


House of Representatives. 


Dear Mr. Moss: Secretary Dulles has referred to me your further 
letter to him of June 4, 1958, referring to what you designate as 
‘Tecent State Department restrictions on information.” 

I regret you feel my previous letter of May 31 was not fully respon- 
sive to the questions in your letter of May 19. I hope the following 
will provide the information you require. 

1. The following Assistant Secretaries of State have issued oral 
instructions directing employees to submit memorandums on their 
press contacts: 

C. Burke Elbrick, Assistant Secretary for European Affairs. 
Walter S. Robertson, Assistant Secretary for Far Eastern 
Affairs. 
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William M. Rountree, Assistant Secretary for Near Eastern, 
South Asian, and African A fairs. 

Roy R. Rubottom, Assistant Secretary for Inter-American 
Affairs. 

Francis O. Wilcox, Assistant Secretary for International Organ- 

ization Affairs. 

Thomas C. Mann, Assistint Secretary for Economic Affairs. 
Neither the Under Secretary nor any Deputy Under Secretaries issued 
oral instructions on this subject. 

It should be note 1 that the me norandums you mentioned need not 
be formal memora idums of conve’sation. As stated in my previous 
letter to you, the, can be notations of the name of the press caller 
and the subject; discussed limited to a few lines, or a simple logging 
in of name and date. 

The above ins.ru:tions were all oral. The only written instruction 
on relatiois with the press was by the Director of Intelligence and 
Research to his own employees, dated April 4, 1958. ‘This was a re- 
vision of instructions dated March 2, 1953, and prior instructions 
dated August 13, 1951, and August 26, 1949. 

2. The text of the written instruction issued by the Director of 
Intelligence and Research has already been provided you. The para- 
phrased wordi \g of the oral instructions is as follows: 

A De artment offiver, upon seeing a press representative, should 
write 2 memora*dum of the visit. This could be limited to a few 
lines on the sub‘ects discussed or a simple listing of name and date. 
Also, a D part nent officer, upon being advised that a news representa- 
tive wished to see hin, should notify the public affairs adviser of his 
bureau who should be present, if feasible, when the officer talks with 
the newsman. 

You as wy various Assistant Secretaries of State or heads of 
offices. desire to be more completely informed of contacts the per- 
sonnel und :r them h-ve with the press. This is because the press 
plays a highly important role in relations between and among nations. 
The information conve7ed to @ press representative by a Department 
officer can at times have a considerable effect on the relations of the 
United Stetes with a foreign government. Furthermore, the subjects 
of inquiry are indication not only of what the press is concerned about, 
but as reflect areas of interest of the American public. It is impor- 
tant that Assistant Secretaries be kept informed regarding such 
matters. 

You inquire why the Assistant Secretaries asked their officers to 
inform the public aff: irs adviser of the appropriate bureau of the fact 
of acall or vis tfrom anewsman. ‘The public affairs adviser is charged 
with responsibili:y for seeing that the press gets full and timely infor- 
mation to whic. they are entitled. His presence at a conversation 
may frequently scrve to clarify the understanding between the press 
representati: e a.d the officer of the Department so that facts which 
the press would be interested in and to which they are entitled may be 
fully developed. Fu.t.ermore, in this manner the public affairs ad- 
viser knows what has been told to one press representative and is able 
(o service other press representatives seeking similar information. It 
would be in der g ti-n of his assigned responsibilities if he were kept 
in ignorance of con acts and conversations which the personnel of his 
bureau had with tie pre3s. 
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In answer to your further question as to whether ‘‘the memo- 
writing requirement pertains to chance encounters with newsmen at 
social events, on the street, etc.,”’ the requirement would not pertain 
to such encounters unless something of substance were discussed. 
The same practice is followed with similar contacts with persons not 
members of the press when substantive matters of interest to the 
Department are discussed. 

3. You ask: ‘“‘What specific authority, other than internal depart- 
mental directives, etc., does the State Department rely upon to issue 
the written or oral instructions restricting contacts between State 
Department officials and the press?”’ 

We do not agree that any instructions which were issued have the 
effect of restricting contacts between State Department officials and 
the press, other than the written circular of the Bureau of Intelligence 
and Research referred to above. This was no new restriction but 
merely a restatement of a prior existing order dating back 9 years. 

The Secretary’s authority for the issuance of all “orders, circulars, 
and directives to his subordinates in connection with the performance 
of their duties in the Department of State inherently stems from the 
constitutional conferral of responsibility for the conduct of the foreign 
relations of the United States on the President and the President’s 
delegation of that responsibility to the Secretary of State. In addi- 
tion, there is an implementing statutory authority contained in 
section 4, as amended, of the act of May 26, 1949 (5 U.S. C. 151 (e)) 
which reads: 

“The Secretary of State may promulgate such rules and regulations 
as may be necessary to carry out the functions now or hereafter 
vested in the Secretary of State or the Department of State, and he 
may delegate authority to perform any of such functions including, 
if he shall so specify, the authority successively to redelegate any of 
such functions, to officers and employees under his direction and 
supervision.” 

Pursuant to the authority conferred by this statute the Secretary of 
State as of a number of years ago established a policy of requiring 
memoranda of conversation between officers of the Department and 
others on substantive matters of importance to the Department 
The responsibility of liaison with the press has been delegated to the 
public affairs advisers. 

The objective of the circular issued by the Director of Intelligence 
and Research and the verbal instructions issued by the various 
Assistant Secretaries was to affirm existing orders and to systematize 
practices in the interest of increased departmental efficiency. If he 
deems it necessary to do so on such grounds as the security of the 
United States, the Secretary of State may withhold information from 
the public. 

You state that “the State Department denial that a directive 
limiting contacts of the press with Department officials ‘was being 
drafted or was being contemplated’ is a reliance on mere semantics.” 
This was not reliance on semantics but on facts. No State Depart- 
ment directive was issued, nor was one being drafted or contemplated. 
The lead of the press story which was denied referred to a department- 
wide directive, not to the instruction reissued by the Director of 
Intelligence and Research. 
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I should like to repeat that it is, and has been, the basic poliey and 
practice of the Department of State to furnish the maximum amount 
of information possible to the press. 

Sincerely yours, 
Wituiam B. Macomser, Jr., 
Assistant Secretary. 


D. FOREIGN AID CONTRACTS 


The subcommittee received complaints from the press that the 
International Cooperation Administration, which handles the foreign 
aid program, was withholding nonclassified details of contracts entered 
into by that agency with various private firms. As a result, the sub- 
committee on March 28, 1958, requested Mr. James H. Smith, Jr., 
Director of ICA, to explain his agency’s policies affecting information 
about the expenditures of hundreds of millions of dollars. 

On April 15, Mr. Smith replied that as a result of the subcommittee’s 
inquiry, ICA had changed its polici ies and would make public non- 
classified contracts “after execution” and would also make public the 
nonclassified reports about the performance under those contracts. 
Mr. Smith stated further that classified contracts and reports would 
be made available to Congress. Mr. Smith, however, claimed a broad 
“right’’ in individual cases to withhold reports from Congress. 

The following correspondence was exchanged. 


House oF REPR’SENTATIVES, 
(OVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
March 28, 1958. 
Mr. James H. Smiru, Jr., 
Director, International Cooperation Administration, 
Washington, D. C. 

Dear Mr. Situ: It has come to the attention of the Government 
Information Subcommittee that details of contracts entered into by 
the International Cooperation Administration and various private 
firms are not available to the public. 

The subcommittee has the duty of ascertaining the degree to which 
the people have access to the public records and documents vitally 
important to intelligent self-government. In this connection, it 
would appear that the arrangement under which hundreds of millions 
of dollars of tax money are spent each year constitutes a proper area 
for public knowledge and inquiry. 

Pods inform the subcommittee whether all details of contracts 
administered by you are available to the public and press. If not, 
under what authority is such information withheld? 

Are the contracts available to Members of Congress? Are there 
rules or regulations covering the disclosure of information about the 
contracts? If so, please furnish the subcommittee with copies. 

The subcommittee also has been informed that reports made by 
firms in fulfillment of their contracts with ICA are not made available 
to the public. Moreover, it is our understanding that the ICA directs 
the firms involved not to release to the public their own reports. 

Would you please inform the subcommittee whether the reports 
mentioned above are available to the public and the press, and if not, 
under what authority such information is withheld? 
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Are the reports available to Members of Congress? Under what 
regulations and authority does the ICA prevent firms from releasing 
their own reports? If there are rules and regulations covering dis- 
closure by ICA of the reports, please furnish the subcommittee with 
copies. 

Sincerely, 
JOHN E. Moss, Chairman. 





INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., April 15, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives, Washington, 
D.C 

Dear Mr. Moss: This is in reply to your letter dated March 28, 
1958, the receipt of which Mr. Guilford Jameson, Deputy Director 
for Congressional Relations, acknowledged in his letter dated April 1, 
1958. 

Your letter raises certain basic questions concerning (a) the availa 
bility of ICA contracts to the public, press, and Congress, and (6) the 
availability of reports made by contractors in fulfillment of such 
contracts to the public, press, and Congress. For clarity’s sake, I 
shall treat these two matters separately, dealing first with the matter 
of contracts and then with the matter of reports. 


(a) Contracts 

With regard to contracts entered into by the International Cooper- 
ation Administration, our practice to date, although it has not been 
incorporated in any express rule to such effect, has been to not make 
such contracts available to the public or press but only to congressional 
committees upon proper request. While there are considerations 
which support the continuance of this practice, I have determined that 
this practice can and should be modified at this time to the extent 
that contracts which are not classified be made available to the press 
and public after execution. In passing I should like to point out that 
classification of contracts is made only for national defense reasons 
within the terms of Executive Order 10501 issued on November 5, 
1953, and that a relatively small number of contracts are so classified. 

With regard t> classified contracts, you are advised that such 
contracts will be made available to committees of Congress upon 
request made in writing by the committee chairman and upon his 
assurance that the classification of the material will be honored. 


(6) Reports 


With regard to reports made by contractors in fulfillment of con- 
tracts entered into by the International Cooperation Administration, 
you are advis d that it has not been our practice to date to make 
such reports « va lable to the press or public but only to congressional 
committees up n proper request. While this has been our practice, 
it has not Leen the subject of an express written rule to such effect. 
Moreover, by express contract provision, ICA has required conirac- 
tors to stipulate that reports made in fulfillment of ICA contracts 
will not be released without the consent of ICA. 
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Paralleling the modification of the existing ICA practice with 
respect to unclassified contracts as set forth above, you are advised 
that reports made by contractors in fulfillment of contracts entered 
into by the International Cooperation Administration will be made 
available to the press and public except for reports which have been 
classified. Classification in the case of such reports will normally be 
because of the defense aspects of the reports within the purview of 
Executive Order 10501 ideal to above. In addition, there may be 
a limited number of instances where a report contains information 
which is privileged to the executive branch (in this connection see 
statement of William P. Rogers, Attorney General, before the Sub- 
committee on Constitutional Rights of the Senate Judiciary Committee 
on March 6, 1958) in which case the report will be classified ‘For 
Official Use Only.’”’ Generally, however, I wish to assure you that 
any classification of reports will be made only where such is absolutely 
necessary. 

In the case of reports which have been classified for defense reasons, 
I wish to advise you that such reports will be made available to con- 
gressional committees upon request made in writing by the committee 
chairman and his assurance that the classification of the material will 
be honored. 

In the case of reports which have been classified ‘‘For Official Use 
Only,” I am reserving the right to determine in individual cases 
whether and on what grounds reports so classified will be made 
available to congressional committees. 

As regards the release of reports by ICA contractors, you are ad- 
vised that ICA will continue to stipulate by contract. that such 
reports must not be released without ICA’s permission. Since the 
reports are for ICA’s use, ICA and not the contractor must determine 
whether and under what circumstances they can be released. 

I trust you will find this letter fully responsive to the matters 
covered in your letter. 

Sincerely yours, 
J. H. Smiru, Jr. 


XV. TrReEAsuRY DEPARTMENT 
A. COAST GUARD INFORMATION POLICIES 


The United States Coast Guard initiated a reappraisal of its policies 
governing the release of information after an inquiry by the Special 
Subcommittee on Government Information in 1956. The matter was 
discussed in House Report No. 157 (85th Cong., 1st sess.), February 22, 
1957. 

The subcommittee had been provided with a ‘final draft’? of new 
regulations on October 15, 1956. At the same time the Coast Guard 
advised the subcommittee it would be informed when the new regula- 
tions went into effect—tentatively scheduled for early 1957. 

The subcommittee continued for an entire year to make informal 
inquiries. After waiting for more than 16 months for the Coast 
Guard to act, the subcommittee on February 26, 1958, requested an 
explanation of what had happened to the promised improvement in 
information policies. In a reply of March 11, the Coast Guard said 
that revised regulations had been put into effect—dated the same 
day, March 11. 
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The correspondence follows 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
February 26, 1958. 
Vice Adm. ALtFrep C. RicHMonp, 
The Commandant, Coast Guard Headquarters, 
Washington, D. C. 

Dear ApMIRAL RicumMonb: On May 9, 1956, I wrote you with 
reference to the action by a Marine inspection officer in refusing to 
permit a newspaper photographer to photograph two bolts at a Coast 
Guard hearing in Detroit. In your reply of June 12, 1956, you stated: 

“* * * the problem of release of information from Coast Guard 
investigations of marine casualties is currently under reappraisal by 
my staff with the view of eliminating any misunderstandings or 
criticisms that may be found with respect to present procedures.”’ 

You further stated in your letter of July 3, 1956: 

‘An amendment to title 46, Code of Federal Regulations, to effec- 
tuate your suggestion will be considered in the near future * * *” 

In reply to a query by me on September 28, 1956, as to the progress 
of the reappraisal, you sent me on October 15, 1956, a ‘‘final draft”’ 
copy of proposed revisions of regulations concerning information 
about marine casualties and investigations. In that letter you wrote: 

“These regulations have not been officially promulgated and pub- 
lished in the Federal Register, but it is anticipated such action will 
occur within the next month.” 

On January 8, 1957, I wrote asking the progress of the revision, and 
your reply of February 4, 1957, stated: 

‘We are proceeding as rapidly as circumstances permit in our 
revision of present regulations with the objective of clarifying the 
regulations and minimizing restrictive provisions. This will facili- 
tate public access to records and will assist Coast Guard pe rsonnel | In 
abiding by the spirit of effective dissemination of information. 

Since that exchange of p= brnesese og more than a year ago, the 
Government Information Subcommittee bas received no indication 
whatsoever that any progress has been made on the revision of Coast 
Guard information regulations and procedures. 

Please supply the subcommittee with a prompt and full report on 
your failure to take action on this matter after advising 16 months 
ago that a “final draft’’ of revision had been prepared. 

Sincerely, 


<a 


Joun E. Moss, 
Chairman, Special Government Information Subcommittee. 


Unitep States Coast GUARD, 
March 11, 1958. 


Hon. Joun E. Moss, 

Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House of Representatives, 
Washington, D. C. 

My Dear Mr. CuarrMan: In reply to your letter of February 26, 
1958, there is enclosed a copy of the regulations which I have pre- 
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scribed with respect to the disclosure of information from marine 
safety records. 

The delay referred to in your letter was occasioned by the desire 
to promulgate regulations which would truly serve the interests of the 
general public, as well as those of the industry being regulated. You 
will appreciate that considerable study and discussion by all interested 
parties were necessary to achieve these objectives. 

Your interest in these regulations is appreciated. The information 
obtained from the studies and he: rings conducted by your subcom- 
mittee has proven to be very helpful to us. 

Very truly yours, 
A. C. RIcHMOND, 
Vice Admiral, United States Coast Guard, Commandant. 


I BUREAU OF CUSTOMS IMPORT INFORMATION 


Karly in 1957, the subcommittee learned that the Bureau of Customs 
had ordered information on the imports of figs and dates through the 
port of New York withheld from the public. Investigation revealed 
that, in addition, practically all import data in the Great Lakes area 
had been ordered withheld from the public. 

{As a result of conferences and correspondence between the sub- 
committee and the Treasury Department, a new rule was prepared 
providing for full disclosure of import information, except in those 
cases where an individual importer requested that his name be withheld. 

Although the revised rule was given the subcommittee early in 
October 1957 with notice it would go into effect 30 days later, com- 
plications, delays, and revisions held up promulgation of a watered- 
down rule until May 1958. 

Correspondence outlining the development of the revision follows. 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
January 9, 1957. 
Hon. Raven KE tty, 
( ommissioner of C'ustoms, Treasury De partme nt, 
Washington, D. C. 

Dear Mr. Commissioner: This will confirm the telephone con- 
versatio su had today with Mr. John J. Mitchell, the chief counsel 
for the House Government Information Subcommittee, concerning 
the withholding of information on the importation of figs and dates. 

[t is my understanding that you issued an order at the request of 
the S. M. Wolff Co. denying to the Import Bulletin of the Journal of 
Commerce the right to publish data on the importation of figs and 
date ‘s by this company. It is also my understanding that heretofore 
such information was readily available to the public. 

[t is noted that your action was taken under section 26.7 (a) of 
part 26 of Customs Regulations of the United States. The statutory 
authority cited for the issuance of these regulations is Revised.Statute 
161 (5 U.S. C. 22). This subcommittee firmly believes that title 5, 
United States Code, section 22 does not give to departments or 
agencies authority to withhold or limit the availability of information 
or records. 
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Section 26.7 (a) as it now stands requires “upon written application 
of any importer, * * * that the collector of customs shall refuse to 
permit any person * * * provided in each case that the collector is 
satisfied by evidence presented to him that publication of the informe- 
tion or data has been or will be detrimental or prejudicial to the 
applicant.” 

I would like to know if the written application of the S. M. Wolff Co. 
and your findings on the application are available for public inspection. 
If the application or your findings are not available, please cite the 
specific statutory authority. 

I am sure that you fully realize that the availability of information 
on the importation of figs and dates is of extreme importance to the 
fig industry in the United States. It is hoped that this matter can be 
clarified without the necessity of a time-consuming public hearing. 

Sincerely, 
Joun E. Moss, Chairman. 





TREASURY DEPARTMENT, 
Bureau or Customs, 
Washington, February 7, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House Office Building, Washington, D. C. 

My Dear Mr. CnuatrMan: This letter is in further response to 
your letter of January 9, 1957. For many years before September | 
1956 limited information from inward manifests (as well as outward 
manifests) was available to the press, but upon written application of 
the importer (or exporter) the collector was required to refuse dis- 
closure of this information, which was regarded as relating to a pri- 
vate business transaction; no cause was required to be shown by the 
applicant. So far as I know, competitors of importers, whether other 
importers or domestic producers, have never at any time had access 
to the manifests. On September 6, 1956, by virtue of Treasury 
Decision 54186, it was provided that as a condition of granting the 
importer’s application to withhold, the collectors should be “satisfied 
by evidence presented to him that publication of the information or 
data has been or will be dated or prejudicial to the applicant.” 
The pertinent provisions of regulations are found in title 19, Code of 
Federal Regulations, sections 26.5 and 26.7. 

Section 3 (c) of the Administrative Procedure Act (5 U. S. C. 
1002 (c)), provides that, with certain exceptions, ‘“‘matters of official 
record shall in accordance with published rule be made available to 
persons properly and directly concerned except information held 
confidential for good cause found.” 

This authority was implemented in the issuance of title 19, Code 
of Federal Regulations, section 26.2, dealing with good cause for 
withholding disclosure. It is the Bureau’s position that harassment 
of the importer by bis competitors through use of information in 
manifests would be a “good cause” for withholding under section 
1002 (c). 

As I am sure you know, the Department of Commerce publishes 
import statistics after a lapse of approximately 3 months. These 
statistics do not identify the importer. It is believed that these 
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statistics satisfy information needs of the domestic industry and others 
concerned. 

My letter of December 20, 1956, to the collector, New York, con- 
stitutes the Bureau order in this case, and is available to the public. 
(See 5 U.S. C. 1002 (b) and 19 C. F. R 26.1.) I enclose a copy for 
your use. The importer’s application for nondisclosure under section 
26.7 is, of course, not available as an order. 

Because of the injury which competitors can cause by disclosing 
information, we may have erred in relia our regulations concerning 
availability of manifest information but it is our desire to make freely 
available all information which will not damage or injure importers by 
— competitors with material which importers are entitled to 

ave treated as confidential. 
Very truly yours, 
Rautpew Ke.ty, 
Commissioner of Customs. 





House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
February 25, 1957. 
Hon. Rates KE tty, 
Commissioner, Bureau of Customs, 
Department of the Treasury,Washington, D. C. 

Dear Mr. Commissioner: Thank you for your letter of February 
7, 1957. Unfortunately, it does not answer the questions asked in 
my letter of January 9, 1957. 

My letter specifically asked whether the written application of the 
S. M. Wolff Co. is available for public inspection. Your answer states 
it is not available ‘‘as an order.”” Will you please state if it is available 
in any form? If it is not available, then please cite the specific 
statutory authority, not section 1002 (c) of the Administrative 
Procedure Act. 

My letter specifically asked whether your findings on the applica- 
tion are available for public inspection. The letter of February 7, 
1957, enclosed your letter of December 20, 1956, which you state 
“constitutes the Bureau order in this case, and is available to the 
public.”” This Bureau order does not answer the question on findings. 
Did you make a thorough investigation of this case? 

In your letter of February 7, 1957, you cite title 5 United States 
Code, section 1002 (c) of the Administrative Procedure Act as au- 
thority which is the Public Information section. If the Administra- 
tive Procedure Act applies in this case, then all the other sections of 
the act should be considered. I would like to know specifically if the 
Bureau order is based on section 1003: Rulemaking, section 1004: 
Adjudications, section 1005: Ancillary Matters, or section 1006: 
Hearings. If the order was issued in accordance with any of these 
sections, then I refer you to section 1007 (b) which provides as follows: 

_ “The record shall show the ruling upon each such finding, conclu- 
sion, or exception printed. All decisions (including initial, recom- 
mended, or tentative decisions) shall become a part of the record and 
include a statement of (1) findings and conclusions, as well as the 
reasons or basis therefor, upon all the material issues of fact, law, or 








132 


AVAILABILITY OF INFORMATION 


discretion presented on the record; and (2) the appropriate rule, order, 
sanction, relief, or dexial thereof.”’ 

I am aware that the Department of Commerce publishes import 
statistics after a lapse of approximately 3 months; but I am sure you 
realize the export-import trade, conducted on a day-to-day and week- 
to-week basis, is a very fast-moving business. Thus, the Department 
of Commerce publication may be excellent for historical and general 
statistical purposes but it is practically worthless as a current business 
barometer in this particular field. 

I am not aware that anyone is demanding that importers of material 
be identified by name, but I do know that all segments of the indus- 
try want daily information and statistics as to what, whe *n, and where 
imports are being received. 

It is hoped that you can provide the full and complete information 
requsted above, avoiding the necessity for time-consuming public 
hearings. 

Sincerely, 
Joun E. Moss, Chairman. 


TREASURY DEPARTMENT, 
BurrEAvU oF Customs, 
Washington, March 4, 195 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House Office Building, Washington, D.C. 

My Dear Mr. CuHarrMan: It is indeed rharethed that our letter of 
February 7, 1957, was not adequate. 

Therefore, a further reply clarifying the questions as set forth in 
vour letter of February 25, 1957, is being prepared and will be sent 
to you at the earliest possible date. 

Very truly yours, 
C..A. EMERICK, 


Acting Commissioner of Customs. 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
March 6, 1957. 
Hon. Georce M. HumpuHrey, 
Secretary of the Tre asury, De partment of the Treasury, 
Washington, D. C. 

Dear Mr. Secretary: Enclosed is a series of letters the House 
Government Information Subcommittee has received concerning the 
complete blackout of data on imports arriving at all ports on the 
Great Lakes. These letters are from the following companies and 
organizations: 

Textile Bag Manufacturers Association, Evanston, Il].—bur- 
lap. 

Alfred Jacobshagen Co., Chicago, Ill.—hides and skins. 

The Rubber Manufacturers Association, New York and 
Washington, D. C.—rubber. 

M. Frenville Co., New York—hides and skins. 
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Belgian Line, Inc., New York—carrier. 

California Almond Growers Exchange, Sacramento, Calif.— 
almonds. 

The American Cotton Manufacturers Institute, Inc., Char- 
lotte, N. C.—cotton. 

The American Tariff League, Inc., New York. 

In addition to the foregoing, the subcommittee has received copies 
of letters of protest sent to the Commissioner of Customs, Washing- 
ton, D. C. These letters can be found in the files and all of them 
date back to August and September 1956, when this most unusual 
and arbitrary action on the part of the Bureau of Customs occurred. 
These letters were from the following companies and organizations: 

The Association of Cotton Textile Merchants, New York. 

United States Copper Association, New York. 

Pennsylvania Employer-Wage Earner Job Protection Associa- 
tion, Philadelphia. 

Parsons & Whittemore, Inc., New York. 

New York Cocoa Exchange, Inc., New York. 

Gelatin Manufacturers Institute of America, Inc., New York. 

The Nation-Wide Committee of Industry, Agriculture, and 
Labor on Import-Export Policy, Washington, D. C. 

Copper Institute, New York. 

American Bureau of Metal Statistics, New York. 

Dry Color Manufacturers Association, New York. 

United Hatters, Cap, and Millinery Workers International 
Union, New York. 

The American Fur Merchants’ Association, Inc., New York. 

Commerce and Industry Association of New York, New York. 

Cromption-Shenandoah Co., Waynesboro, Va. 

New York Board of Trade, Inc., New York. 

United States Wood Screw Service Bureau, New York. 

National Association of Glue Manufacturers, New York. 

Heads and Threads, Inc., Chicago. 

De: vite these letters protesting the blanket of secree y imposed by 
~ Bureau of Customs, a preliminar y investigation reveals no positive 

easons, findings, or procedures advanced for restricting the availability 
of information in the Great Lakes area. 

As a matter of fact, on both the east and west coast, steamship com- 
panies place “inward” manifests on the counters for public inspection 
after arrival of each steamer. In addition, many importers subscribe 
to foreign publications containing complete manifests with so-called 
confidential information and this data is air-mailed to this country, 
arriving here weeks before the cargo reaches port. 

The preliminary investigation has ascertained that it is standard 
operating procedure for importers and manufacturers to employ cus- 
toms brokers and freight forwarders to compile data from manifests 
at the offices of steamship companies. In fact, “inward” manifests 
always have been treated as public documents, except today in official 
channels of the Government. What has happened to cause this black- 
out of statistical data on imports? 

More than 130 years ago, trade publications started meeting ships 
at sea with fast vessels, copying manifest data, and returning to port 
before the ships in order to publish the information so vital to the 
trade and commerce of the United States. About 45 years ago, the 
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manifest data came under the supervision of Customs. Until the last 
2 or 3 years, manifest data were readily available. 

The subcommittee is deeply concerned that the present practice of 
the Bureau of Customs in granting orders to limit the availability of 
information might result in a distortion of trade statistical figures and, 
perhaps, develop manifest bootlegging in private channels by com- 
petitors, consumers, and others. 

The subcommittee is aware that this entire matter was referred to 
Bureau of Customs, Washington, D. C. It is also aware that a form 
letter was sent out explaining the restrictive action taken, but no 
reasons were given. The letter also stated that such decisions are 
made in the field by various collectors. 

On January 9, 1957, I requested specific answers in connection with 
restrictions on information concerning the importation of figs. On 
February 7, 1957, I received a reply from the Commissioner of Customs 
which was not responsive. 

The subcommittee is fully aware that the Bureau of Customs has 
issued rules and regulations under the statutory authority of title 5, 
United’ States Code, section 22, the “housekeeping” statuie. The 
pertinent citation of the Customs Regulations is part 26, section 26.7 
(a). This subcommittee firmly believes that title 5, United States 
Code, section 22 does not give to departments or agencies authority 
to withhold or limit the availability of information or records. 

Section 26.7 (a) as it now stands, requires “upon written application 
of any importer * * * that the Collector of Customs shall refuse to 
permit any person * * * provided in each case that the Collector is 
satisfied by evidence presented to him that the publication of the 
information or data has been or will be detrimental or prejudicial to 
the applicant.”’ 

I would like to have specific answers to the following questions: 

(a) Is there a written application to the Bureau of Customs re- 
questing the restriction of “inward” manifests in ports of the Great 
Lakes? If so, please provide copies to the.subcommittee. 

(b) If there is a written application, is it available for public in- 
spection? If not, why? Please cite the specific statutory authority,’ 
if not available. 

(c) Was an order or letter restricting the availability of information 
issued by the Bureau of Customs? If so, is it available for public 
inspection? If so, please provide copies to the subcommittee. 

(d) If an order or letter was issued, does it specifically set forth the 
findings of the Bureau of Customs? 

(e) Did the collector of customs at Cleveland, Ohio, receive verbal 
or written instructions concerning this subject matter? 

The Commissioner of Customs, in his reply relative to the fig case, 
cited the Public Information section of the Administrative Procedure 
Act (5 U.S. C. 1002 (c)). If, in this case of the Great Lakes, the 
Administrative Procedure Act applies, then all sections of the act 
should and must be considered. I would like to know, specifically, 
if a Bureau order was issued in this case, whether it was based on 
Section 1003: Rulemaking, Section 1004: Adjudications, Section 1005: 
Ancillary Matters, or Section 1006: Hearings. If the order was issued 
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in accordance with any of these sections, then I refer you to section 
1007 (b) which provides, as follows: 

“The record shall show the ruling upon each such finding, conclu- 
sion, or exception printed. All decisions (including initial, recom- 
mended, or tentative decisions) shall become a part of the record and 
include a statement of (1) findings and conclusions, as well as the 
reasons or basis therefor, upon all the material issues of fact, law, or 
discretion presented on the record; and (2) the appropriate rule, order, 
sanction, relief, or denial thereof.’ 

I am aware that the Department of Commerce publishes import 
statistics after a lapse of approximately 3 months; but I am sure you 
realize the export-import trade, conducted on a day-to-day and week- 
to-week basis, is a very fast-moving business. Thus, the Department 
of Commerce publication may be excellent for historical and general 
statistical purposes, but it is practically worthless as a current business 
barometer in this particular field. 

I am not aware that anyone is demanding that importers of material 
be identified by name, but I do know that all segments of the industry 
want daily information and statistics as to what, when, and where 
imports are being received. 

In view of the foregoing, it is requested that you conduct a full and 
complete investigation relative to the restriction or limiting the avail- 
ability of import statistical data and similar information in the Great 
Lakes area, and provide the subcommittee with a report. The 
burden of proof, in this particular case, appears to rest with the Bureau 
of Customs. It is hoped that this matter can be clarified without the 
necessity of a time-consuming public hearing. 

Sincerely, 
Joun E. Moss, Chairman. 


Treasury DEPARTMENT, 
ASSISTANT SECRETARY, 
Washington, March 8, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives, Washington, 
D.C. 

Dear Mr. Moss: I have your letter of March 6 addressed to 
Secretary Humphrey, in whch it is requested that a complete investiga- 
tion be made into the subject of the availability of import statistical 
information in the Great Sales area with a report to your subcom- 
mittee. I have noted also the enclosed letters from various organiza- 
tions which have taken an interest in this matter. 

I have referred your letter and the enclosures to the Commissioner 
of Customs and you may be sure that the subject will be gone into 
very carefully. When I have had a report from the Commissioner, 
I shall be very glad to reply to you further. 

Sincerely yours, 
Davin W. KENDALL, 
Assistant Secretary of the Treasury. 
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Tue SECRETARY OF THE TREASURY, 
Washington, April 16, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House Office Building, Washington, D. C. 

My Dear Mr. CuarrMan: This is a response to your letter of 
February 25, 1957, to the Commissioner of Customs and your letter 
of March 6 to the Secretary, both dealing with the disclosure or 
nondisclosure of information from ships’ inward manifests. The 
earlier letter deals chiefly with information as to importations of figs 
and dates, and the second with what you have described as “the 
complete blackout of data on imports arriving at all ports on the 
Great Lakes.”’ The letter to the Secretary suggests that the infor- 
mation in question is freely available at the offices of steamship 
companies, and continues: “ ‘inward’ manifests always have been 
treated as public documents, except today in official channels of the 
Government. What has happened to cause this blackout of statis- 
tical data on imports? 

‘“* * * About 45 vears ago, the manifest data came under the 
supervision of Customs. Until the last 2 or 3 years manifest data 
was readily available.’ 

The policy on information as to Great Lakes imports is described 
as “this most unusual and arbitrary action on the part of the Bureau 
of Customs.” 

This correspondence discloses an understanding of this area of 
information which differs materially from th:t which has long been 
held by the Bureau of Customs and by the Treasury. The present 
situation is not one in which a member of the public asks for, and 
the Government refuses to disclose, information concerning Govern- 
ment business, as such. Rather it is the situation where Treasury 
is in possession of confidential information obtained from private 
citizens in the course of the Government’s sovereign operations. In 
such cases as the present the Department, recognizing that there are 
countervailing considerations, desires to deal fairly and honorably 
with the business information which has come into its possession. 
As an illustration of the fact that there is indeed a conflict of interest 
here, I refer you to your letter, in which you state that Heads and 
Threads, Inc., of Chicago, Ill., has written a letter of protest against 
the Bureau’s “‘unusual and arbitrary action” in refusing disclosure. 
I wish to advise you that the Department has in its files a letter from 
this concern which transmitted a form letter, sent by it to collectors 
of customs at 14 ports in protest, not against withholding, but against 
disclosure. The form letter of protest reads in part as follows: 

“We request that vou refuse permission for any person outside the 
Custom Service to copy our name or any other information with 
regard to any incoming foreign shipment to us from any shipper’s 
manifest coming into the port under your jurisdiction. 


* * * * * * * 


“The disclosure of such information or data on the manifest has 
been detrimental and prejudicial to our interest. It has enabled one 
customer to find out what we are importing for another customer, 
causing us very serious troubles with our trade relationships. It has 
enabled our competitors to have a measure of the amounts of material 
we are importing, the countries of origin, and in many cases the 
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actual sources of supply. In our line of business some times our 
principal asset is the name of the source of supply.”’ 

Without attempting a comprehensive discussion of the history of 
the regulations issued in the premises, I note that (1879) Treasury 
Decision 4352 recognized the access which had been permitted the 
press to ships’ manifests, but instructed that “in no case shall the 
names of shippers and consignees be furnished for publication * * *.” 
This decision closed by providing that requests of shippers or con- 
signees to withhold for not more than 90 days’ statistics relating to 
any particular importation should be honored. Customs Regulations 
of 1915 dealt with the problem in article 1184, which described the 
information in invoices, manifests, and other related papers as 

“confidential,” and laid heavy penalties upon employees disclosing 
such information except statistical data. In article 1449 of the 
Regulations of 1931 appeared provisions which continued in effect 
until September of 1956. These are the provisions found in title 19, 
Code of Federal Regulations, section 26.4, describing the information 
in manifests as confidential; in title 19, Code of Federal Regulations, 
section 26.5, allowing access to the press; and in title 19, Code of 
Federal Regulations, section 26.7 (a), which until last September 
required the withholding of information simply upon the written 
application of the importer. (This change toward broadened disclo- 
sure was described in the Commissioner’s letter to you of Februery 
7, 1957.) In view of the foregoing examples of regulations, the 
Department does not understand your statement that “‘ ‘inward’ 
manifests always have been treated as public documents, except today 
in official channels of the Government.”’ 

We also do not understand your reference to ‘‘the complete blackout 
of data on imports arriving at all ports on the Great Lakes.” The 
Department is unable to ascertain exactly what percent of the informa- 
tion at those ports which would be available in the absence of objection 
is not available at the present time due to private objections. The 
withholding of information does not at all affect cargoes exported from 
Canada, and this, of course, is a very great part of the Great Lakes 
importation; reliable percentage figures as to imports coming from 
Europe are not now available, but possibly 25 percent of those im- 
ports arriving at Great Lakes ports are unaffected by withholding. 

Section 1905 of title 18 of the United States Cade makes criminal 
the unauthorized disclosure by a Government employee of official 
information relating to trade secrets, confidential statistical data, 
amount or source of any income, and related matters. Although your 
letter of March 6 states that on the east and west ccasts ste samship 
companies routinely allow public inspection of inward manifests, 
title 46, United States Code, section 819, would appear to make such 
action by any common carrier criminal if the shipper or consignee 
does not consent, and if the information ‘“‘may be used to the detri- 
ment or prejudice of such shipper or consignee, or * * * |if it] may 
improperly disclose his business transactions to a competitor * * *.’’ 
See also title 46, United States Code, section 831. You are aware of 
statistics published by the Department of Commerce some months 
after importations and exportations; and your letter to the Secretary 
states that while “the Department of Commerce publication may be 
excellent for historical and general statistical purposes * * * it is prac- 
tically worthless as a current business barometer *n this particular 
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field.”” Section 174 of title 15 requires collectors of customs to ascer- 
tain for the use of the Department of Commerce various categories of 
information: kinds, quantities, and values of imports, and a great 
deal of information as to exports. This matter enters into the statis- 
tics to which you refer. Yet section 176a, which is treated by the 
Department of Commerce as applying to the export portion of this 
information, provides that it, at least, ‘shall be used only for the 
statistical purposes for which it is supplied.” On April 10, 1956, the 
Director of the Bureau of the Census wrote to the Commissioner of 
Customs, stating in part that— 

“The Bureau of the Census takes the position that it will not at 
any time publish, release, or allow access to any information which 
will disclose the activities of individual persons or firms.’’ 

You are aware that when no complaint has been received by the 
Bureau, and the press is given access to an inward manifest under 
title 19, Code of Federal Regulations, section 26.5 (c), the information 
given out includes the name of the consignee, along with the name of 
the vessel, the general character of the import, and its quantity or 
value. And it seems plain that if this information is available to the 
importer’s competitors currently with the importation it may afford 
the basis of further information through investigation. In view of 
the statutory provisions in the preceding paragraph the Department 
is concerned as to the propriety of disclosing the information in 
question over the protest of the importer. 

In your letter to the Secretary you have stated that the Commis- 
sioner’s answer was ‘‘not responsive”’ to your questions, and in writing 
the Department you have submitted five related questions, some of 
them multiple. I shall answer them in order: ‘‘(a) Is there a written 
application to the Bureau of Customs requesting the restriction of 
‘inward’ manifests in ports of the Great Lakes? If so, please provide 
copies to the subcommittee.”’ 

Applications by six steamship lines for withholding information, 
pursuant to title 19, Code of Federal Regulations, section 26.7 (a), 
were received by the collectors at various Great Lakes ports, and I 
transmit herewith copies of those applications. Where the same 
application was sent to more than 1 port, I assume that 1 copy will 
be sufficient for your needs. 

(6) If there is a written application, is it available for public 
inspection? Ifnot,why? Please cite the specific statutory authority, 
if not available.”’ 

The written applications transmitted herewith are not available 
for public inspection. This is a matter dealt with in the Commission- 
er’s letter of February 7. The applications are not “orders’’ under 
title 5, United States Code, section 1002 (b); and if they fall under 
“matters of official record” within the meaning of section 1002 (c), 
the statute directs their disclosure only to “persons properly and 
directly concerned.” 

‘‘(c) Was an order or letter restricting the availability of information 
issued by the Bureau of Customs? If so, is it available for public 
inspection? If so, please provide copies to the subcommittee.” 

Orders restricting disclosure were issued by the respective collectors. 
They are available for public inspection. One of them is available in 
the Bureau, and I transmit herewith a copy of it. Others will be 
procured from the collectors if you wish. 
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‘‘(d) If an order or letter was issued, does it specifically set forth the 
findings of the Bureau of Customs?”’ 

Section 1004: Adjudications, of title 5 of the United States Code 
begins with the limitation: ‘In every case of adjudication required 
by statute to be determined on the record after opportunity for an 
agency hearing * * *.’”’ The implied exception of cases not so de- 
termined excludes from the costly formal hearing procedures dealt 
with in subsequent sections “‘the great mass of administrative routine.”’ 
(See Legislative History of the Administrative Procedure Act, S. Doc. 
248, 79th Cong., p. 22.) Since no hearing was required in the adjudi- 
cations in question, there was no requirement of findings, such as are 
contemplated by section 1007. There are no findings in this case 
except those which are included or implied in the orders for with- 
holding. The same is true of information as to figures and dates, dis- 
cussed in your correspondence with the Commissioner; and in the 
copy of his letter to the collector of customs at New York, sent to 
you on February 7, you have received such written ‘findings’ as 
were made. 

‘““(e) Did the collector of customs at Cleveland, Ohio, receive verbal 
or written instructions concerning this subject matter?” 

The collector did receive such a letter as you describe dated August 
1, 1956. Although you have not asked for a copy, I transmit it 
herewith. 

Your letters to the Commissioner and to me have dealt with the 
Administrative Procedure Act, citing codified sections (5 U. S. C.) 
1003 through 1007, and stating that they ‘‘should and must be con- 
sidered.”” Since there is no requirement of a formal hearing for 
determining whether access to the manifests should be withdrawn, 
sections 1006 and 1007, with their provisions for the details of such 
hearings and the review of records made therein, have no bearing on 
this case. Nor is section 1003: Rulemaking, applicable, since this is 
an instance of adjudication (sec. 1004). 

The Department believes that the Bureau’s administration of its 
functions in this matter has been consistent with long-established 
precedents and with the statutes. If importers’ business information, 
as distinguished from that of other businessmen, is to be readily 
available to their competitors over the importers’ protests, such a 
result—quite at odds with law in related areas—should be provided 
by the enactment of a plain statute. 

Very truly yours, 
Davin W. KENDALL, 
Acting Secretary of the Treasury. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


May 10, 1957. 
Hon. Davin W. KeEnpDaALt, 
Assistant Secretary of the Treasury, 
Treasury Department, Washington, D. C. 


Dear Mr. Kenpba.t: This will confirm our conversation wherein 
it was agreed that a conference will be held in my office on Thursday, 
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May 16, 1957, at 4 p. m. It is my understanding that you will be 
accompanied by Commissioner Ralph Kelly and Assistant Commis- 
sioner David B. Strubinger of the Bureau of Customs. 
The agenda will ine lude, but is not limited to, the following subjects: 
The withholding of import information by the collector of 
customs at New York; 
(6) The withholding of import information by the collector of 
customs at the Great Lake ports, and 
The application of the Journal of Commerce to publish 
export information. 
Sincerely, 
JoHn E. Moss, Chairman. 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
July 30, 1957 
Hon. Raupu KE ty, 
Commissioner, Bureau of Customs, 
Internal Revenue Service Building, Washington, D. C. 
Dear Mr. Ke tty: This is to request @ progress report on the 
matters we discussed during a meeting in my office on May 16, 1957, 
concerning the availability of import statistical data. Those who 


attended this meeting in addition to yourself were: Mr. David W.. 


Kendall, Assistant Secretary of the Treasury, Mr. John P. Weitzel, 
Assistant General Counsel, Treasury Department, and Mr. D. B. 
Strubinger, Assistant Commissioner, Bureau of Customs. 

The following subjects were discussed: 

The withholding of import statistics on figs. 

The withholding of import statistics at the request of Heads 
« Threads, Inc. (nuts, screws, and bolts). 

The withholding of import statistics on all products and 
commodities entering the Great Lake ports. 

With respect to the withholding of information on figs, it was 
agreod that since your order was issued after Treasury Decisions 
54185 (21 F. R. 6951, September 14, 1956) that case would be recon- 
sidered. It is my understanding that you have had meetings with the 
S. M. Wolff Co., representatives and also with members of the Cali- 
fornia Fig Institute. The subcommittee desires a complete report on 
this matter. 

Heads & Threads, Inc., requested the withholding of import statis- 
tical data on nuts, screws, bolts, etc., and it was granted prior to 
Treasury Decision 54186. However, this withholding has been 
vigorously protested and therefore should be reconsidered in accord- 
ance with Treasury Decision 54186. An investigation conducted by 
the staff of this subcommittee reveals that no documentary evidence 
had been submitted by Heads & Threads, Inc. This case was to be 
investigated by your office and the subcommittee is waiting for a 
report. 

The withholding of import statistical data on all commodities and 
products entering Great Lake ports was requested by six Foreign 
Steamship Lines prior to Treasury Decisions 54186 and it was granted 
by your office. The individual who proposed the withholding request 

















_—— SS” a ay 


- 


ee a a ee ae 


—— 


Cc 
V 





AVAILABILITY OF INFORMATION 141 


and was responsible for having the shipowners make such an applica- 
tion is Mr. George Weiss, a member of the executive committee of 
the Chicago Customs Advisory Council. The subcommittee would 
like to know under what statutory authority the Chicago Customs 
Advisory Council was created. 

It was agreed that the subcommittee would request the 28 organ- 
izations and companies who protested this withholding of information 
at the Great Lake ports to send their complaints to you as Commis- 
sioner of Customs. This is now being done. 

The collectors of customs at Cleveland, Detroit, Chicago, and New 
York stated to a staff member of this subcommittee that when they 
receive a request for withholding information, and evidence in writing 
is requested as required by Treasury Decisions 54186, the request to 
withhold usually is dropped. The only information being published 
is the name of the vessel, port of origin, name of product, quantity of 
product and the name of the importer. The subcommittee would 
like an explanation as to why all applications for withholding import 
data, plus the evidence submitted to substantiate the request for 
withholding and the ruling of the collectors of customs should not be 
made available for public inspection. 

The subcommittee would like to know how many requests to with- 
hold information have been granted since Treasury Decisions 54186 
became effective. 

It has come to the attention of the subcommittee that you are con- 
sidering a modification to Treasury Decisions 54186. The subcom- 
mittee desires to be fully and completely informed on any proposed 
regulation affecting the availability of information. 

Sincerely, 
Joun E. Moss, Chairman. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
August 29, 1957. 
Hon. Davin W. KENDALL, 
Assistant Secretary of the Treasury, 
Department of the Treasury, Washington, D. C. 

Dear Mr. Kenpauu: On July 30, 1957, I wrote to Commissioner 
Ralph Kelly, of the Bureau of Customs, requesting information 
concerning three items which were discussed when you and Mr. Kelly 
were in my office on May 16, 1957. 

On August 7, I received a letter of acknowledgment from Mr. 
Kelly in which he stated, “the matter is being actively considered and 
we hope to be able to give you a full reply within the next few days.” 

For your information, enclosed is a copy of my letter of July 30, 
and I would like to direct your attention to the first sentence in the 
last paragraph. 

Mr. John J. Mitchell, chief counsel of the subcommittee, has advised 
me that he has had telephone conversations with both you and Mr. 
John P. Weitzel, Assistant General Counsel of the Treasury Depart- 
ment, concerning any changes, modifications, or amendments to 
Treasury Decisions 54186. It is Mr. Mitchell’s understanding, as a 
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result of his telephone conversations, that, if any change is to be made 
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in Treasury Decisions 54186, it will be handled in accordance with the 
Administrative Procedure Act, which requires notice be published in 
the Federal Register of any proposed changes in rules or regulations. 
This, of course, means that there will be no arbitrary change in Treas- 
ury Decisions 54186 without all interested parties having an oppor- 
tunity to express an opinion. 

Jt will be appreciated if you will keep the subcommittee advised 
relative to this :1:atter, and I would appreciate an answer to my letter 
of July 30, 1957. 

Sincerely, 
JoHN E. Moss, Chairman. 


TREASURY DEPARTMENT, 
Washington, October 3, 1957. 
Hon. Joun E. Moss, 

Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House Office Building, Wash- 
ington, D. C. 

My Dear Mr. Cuairman: I am writing in reference to your letter 
of August 29 about the availability of import statistical data. 

I have deferred w riting you, as I knew that very shortly we should 
have ready a notice of proposed rulemaking on this whole problem. 
We are now ready to publish this, and I understand that Mr. Kelly 
is sending vou a copy of the notice, which I am sure will be of interest 
to you. I understand that Mr. Kelly did not reply to your earlier 
letter sooner inasmuch as we had hoped that we would be able to 
get this notice out promptly and that this would undoubtedly answer 
many of your questions. 

In view of your interest in this problem, we will, of course, be 
particularly interested in having your comments on the notice of 
proposed rulemaking. 

Sincerely yours, 
Davin W. KENDALL, 
Assistant Secretary of the Treasury. 


TREASURY DEPARTMENT, 
BureEAv oF Customs, 
Washington, October 3, 1957. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHarrMan: I am enclosing a copy of a notice of 
proposed rulemaking which has been approved for publication shortly 
in the Federal Register. 

This relates to several of the subjects in your letter of July 30, 1957, 
concerning the withholding of import statistics. Following the period 
for the public to submit views on this proposed change in section 
26.7 (a), Customs Regulations, reconsideration will be given the 
amendment, taking into account the views received. 

You also asked in your letter about the Chicago Customs Advisory 
Council. We understand that it is an informal, voluntary association 
having representatives from such fields as steamship; motor freight; 
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airline; freight agents, forwarders, brokers; financial; importers; ex- 
porters; and consuls of foreign governments, as well as from the office 
of the collector of customs at Chicago, Ill. The representatives from 
the various fields exchange ideas and discuss problems and suggestions 
relating to customs at the port of Chicago. 

Regarding your final question about requests to withhold informa- 
tion which have been granted since Treasury Decisions 54186 became 
effective, the Bureau has reviewed only the one request favorably. 
That is the S. M. Wolff Co. request relating to imports of figs and 
fig paste. 

Since a few other requests were received from collectors for our 
comment, we believe that some requests received by collectors of 
customs were decided directly. We do not know whether any of 
those requests were granted. We shall be glad to circularize the 
collectors of customs for reports relating to their districts, if you 
would like. In the event the notice of proposed rulemaking is 
adopted following submission of views, any presently outstanding 
suspensions of disclosure would end, of course. 

Very truly yours, 
Raupu KELty, 
Commissioner of Customs. 


Proposep RULEMAKING-——DEPARTMENT OF THE TREASURY, BUREAU 
oF Customs (19 C. F. R. 26) 


DISCLOSURE OF INFORMATION—-SUSPENSION OF DISCLOSURE 


Certain commercial data relating to imports and exports are made 
available to accredited representatives of the press under the terms 
and conditions set forth in sections 26.5, 26.6, and 26.7 of the Customs 
Regulations. Section 26.7 provides that, upon receipt of a written 
application of an importer, exporter, or master or owner of any vessel, 
the information will be withheld if the application is supported by 
evidence that the publication of such data has been or will be detri- 
mental to the applicant. 

Recently, a comprehensive review has been made of these existing 
regulatory provisions relating to disclosure of commercial data relating 
to imports and exports. As a result of this study, Treasury Decisions 
54421 (August 26, 1957) relating to disclosure of export information, 
was issued. Additionally, in the interest of providing the public, 
through accredited representatives of the press and associations 
designated in section 26.5, with a maximum of current data on 
foreign trade, consistent with the necessary protection to private 
business relationships, a tentative decision has now been reached 
that the restriction upon the dissemination of information provided 
for in section 26.7 (a) should be limited to the withholding, upon 
application, of the names of consignees of imports. The data which 
would be subject to disclosure under this amendment are general in 
nature and of considerable statistical value. It is, therefore, proposed 
to amend the Customs Regulations as follows: 

Section 26.7 (a) is amended to read: 

(a) Upon written application of any importer, the collector of 
customs shall refuse to permit any person, except as provided for in 
section 26.4, to copy the name of such importer from manifests. 
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(R. S. 161, 251, sec. 624, 46 Stat. 759, sec. 3, 60 Stat. 238, 5 U.S.C. 
22, 1002, 19 U. S. C. 66, 1624.) 

Prior to the adoption of the proposed amendment, consideration 
will be given to any data, views, or arguments pertaining thereto 
which are submitted in writing to the Commissioner of Customs, 
Washington 25, D. C., and received within the period of 30 days from 
the date of publication of this notice in the Federal Register. 

[SEAL] Rap KeE.ty, 

Commissioner of Customs. 

Approved: September 27, 1957. 

Davip W. KENDALL, 
Acting Secretary of the Treasury. 


[F. R. Doc. 57-8204; Filed Oct. 4, 1957; 8:51 a. m.] 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
April 3, 1958. 
Hon. Ratpx Ke tty, 
Commissioner, Bureau of Customs, 
Internal Revenue Service Building, Washington, D. C. 

Dear Mr. Ketiy: Last November, at my direction, Mr. John J. 
Mitchell, chief counsel of the subcommittee, had a meeting with you, 
Mr. Lawton King, and Mr. William McCullough concerning the 
status of the proposed rule on section 26.7 (a) of Customs Regulations 
relative to the availability of import statistical data. 

On October 3, 1957, you sent me a copy of the proposed rule- 
making, which read as follows: 

“Section 26.7 (2) is amended to read: 

“(a) Upon written application of any importer, the collector of 
customs shall refuse to permit any person, except as provided for in 
section 26.4, to copy the name of such importer from manifests.” 

It is my understanding that this notice was published in the Federal 
Register on October 4, 1957, and a 30-day filing period was granted 
during which comments would be received. 

At the time of your November meeting with Mr. Mitchell, you 
advised him that an additional 30-day period for filing comments 
had been granted. This extended the period to approximately 
December 4, 1957. Mr. Mitchell asked you if he could see the com- 
ments which had been received to date (November 22, 1957). You 
told Mr. Mitchell that there would be no objection, but that you 
would prefer to have a letter from me requesting that this information 
be made available to him. Mr. Mitchell concurred in your request 
and did not see the information. 

This is to advise you that I am now requesting that all of the 
information, records, and comments received by the Bureau of Cus- 
toms from any source, inside or outside of the Government, be made 
available to the staff of this subcommittee. 

In addition, I desire written answers to the following questions: 

1. Was this notice of proposed rulemaking published in the Federal 
Register in accordance with the Administrative Procedure Act (5 
U.S. C. 1001 et seq.). 
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2. Was the notice of the 30-day extension period for filing comments 
published in the Federal Register? If not, why not? Please give in 
detail the reasons for granting the 30-day extension. 

3. Were the comments concerning the proposed rulemaking which 
were received avail. ble for public inspection (a) as they were received, 
(b) at the expiration of the first 30-day period, (c) at the expiration of 
the 30-day extension period? If not, why not? Please cite specific 
statutory authority for withholding such comments, if they were 
withheld, and give reasons. 

4. What is the lega eff. ct of any comments received after December 
4, 1957? Can any com eats received after the expiration date be 
recognized and have any legal effect? 

5. Are comments on proposed rulemaking available for public 
inspection before a decision is made by the Bureau of Customs or 
Treasury Department? If not, why not? Please cite specific statu- 
tory authority and give reasons. 

6. Are comments on rulemaking available for public inspect 'on 
after a decision has been made by the Bureau of Customs or Treasury 
Department? If not, why not? Please cite specific statutory au- 
thority and give reasons. 

I regret that you were unable to attend the last meeting we had on 
March 6, 1958, relative to this matter. I understand that you aie 
leaving on a trip on April 17, 1958. We intend to have another 
meeting on April 15 or 16, 1958, and I hope you will be able to atterd. 

Sincerely yours, 
Joun E. Moss, Chairman. 


TREASURY DEPARTMENT, 
BureEAvu or Customs, 
Washington, May 7, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuatrmMan: On May 2, 1958, a Treasury decision in 
which your subcommittee has been interested was approved to amend 
section 26.7 (a) of the Customs Regulations. As you know, a notice 
of proposed rulemaking relating to such section was published in the 
Federal Register of October 5, 1957. 

The amendment, as approved, changes section 26.7 (a), Customs 
Regvlations, to read as follows: 

“Upon written application of a consignee or importer, the collector 
of customs shall refuse to permit any person, except as provided in 
section 26.4, to copy the name of such consignee from manifests.”’ 

We expect that the amendment will be published at an early date 
in the Federal Register. The decision will be effective on that date. 

Very truly yours, 
D. B. SrruBINGER, 
Acting Commissioner of Customs. 
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TREASURY DEPARTMENT, 
BurEAvu oF Customs, 
Washington, June 12, 1968. 
Hon. Joun E. Moss, 
ee Government Information Subcommittee, 
Washington, Ds 

My Dear Mr. CuatrMan: I am writing in further reply to your 
letter of April 3 to me to give you the following information in re- 
sponse to the numbered questions in your letter: 

Question 1. The notice of proposed rulemaking was published in 
the Federal Register in accordance with the Administrative Procedure 
Act. The publication occurred on October 5, 1957, at volume 22, 
Federal Register, page 7942. 

Question 2. No notice of extension of the period for filing comments 
was published in the Federal Register, since the Bureau understood 
that it had fully satisfied all statutory requirements by the original 
publication. (See 5 U.S. C. 1003 (a).) The extension was granted 
upon the request of interested persons who had urged that they re- 
quired further time. Advice that the period had been extended was 
transmitted, either directly or indirectly, to them within the original 
period. Although notice of it was not published generally, the 
Bureau considered that the extension inured to the benefit of any 
person wishing to comment. 

Questions 3, 5, and 6. Comments received on notices of proposed 
rulemaking have not been available for public inspection at any time. 
The Bureau has not understood that such inspection is required by 
statute. While the agency’s rule is naturally open to public inspec- 
tion, the materials upon which the agency acted in formulating the 
rule are not, as we view the law, required to be disclosed. (See 5 
U. S. C. 1002 (b); 1003 (b); (1946) S. Doc. 248, 79th Cong. 201.) 
Any mandate that all comments should be open to public inspection 
would tend in many cases to limit the value of the comments sub- 
mitted and defeat the important purpose served by having comments 
submitted. 

Question 4. With respect to any comments received after Decem- 
ber 4, 1957, the Bureau, whether or not bound to consider them, has 
in fact done so, just as it always gives consideration to comments by 
the public. 

These questions were also referred to in your letter of May 21, 1958. 
An answer to the additional question presented in your letter of May 
21, 1958, about withholding from disclosure even the name of a con- 
signee will soon be made 

Raupx KELty, 
Commissioner of Customs. 


C. EXPORT INFORMATION 


For more than 100 years prior to World War II, statistics on goods 
exported from the United States had been available to the public and 
were published in various trade journals. Export statistics were 
withheld during World War II, however, for military security reasons, 
and the withholding continued during the postwar period which 
included the Korean action. 
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The New York Journal of Commerce, for a period of nearly a year 
and a half, beginning in November 1955, repeatedly appealed without 
success to the Bureau of Customs, the Secretary of the Treasury, the 
International Cooperation Administration, the Bureau of the Budget, 
the Defense Department and the White House for removal of restric- 
tions. The Journal made some 34 appeals to officials in 6 Federal 
departments and bureaus. (See exhibit IV, p. 240.) 

Inquiry revealed that at most, only $2.4 billion of exports out ef a 
total of $19 billion in 1956 was of a nature which might require secrecy 
for purposes of security. Nevertheless the Government was with- 
holding information about the $16.6 billion of nonclassified exports as 
well. 

As the result of months of long negotiations between the subcom- 
mittee and the Departments of eeow and Treasury, the Govern- 
ment finally revised its regulations to provide for publication of 
export data except that withheld for security purposes. 

The following correspondence was exchanged on the matter: 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
June 7, 1957. 
Hon. Cuarves E. Witson, 
Secretary of Defense, Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: On April 15, 1957, Mr. John J. Mitchell, 
chief counsel of the House Government Information Subcommittee, 
pursuant to my request, telephoned Assistant Secretary of Defense 
Murray Snyder and advised him of a specific complaint I received 
from the Journal of Commerce. 

The Journal of Commerce for more than 100 years prior to World 
War II had access to export information which was freely available 
to the press and the public in the United States. In December 1955, 
the Journal of Commerce requested the Bureau of Customs to amend 
its regulations so that export information would once again be open 
for inspection by the press and the public. 

On April 17, 1957, I received a comprehensive documentation of the 
multiple meetings and conferences which officials of the Journal of 
Commerce had with Government officials during the period December 
1955 through April 1957. These meetings were held with officials of 
the following Government agencies: Department of the Treasury, 
Bureau of Customs, Department of Defense, Department of State, 
Bureau of the Budget, and Bureau of the Census. As of April 17, 
1957, the Journal of Commerce had been unable to obtain any definite 
information as to their request to be permitted to have access to 
export information. 

On May 1, 1957, a copy of the documentation I received was 
delivered to Assistant Secretary of Defense Murray Snyder. 

Mr. Mitchell has reported to me that considerable progress has 
been made toward a solution of this problem of having access to 
export information. Will you please furnish me with a report relative 
to this matter. 

Sincerely, 
JoHuN E. Moss, Chairman. 
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House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
June 7, 1957. 
Hon. Davip W. KENDALL. 
Assistant Secretary of the Treasury, 
Department of the Treasury, Washington, D. C. 


Dear Mr. Kenpatt: Enclosed is copy of a letter sent to Secretary 
of Defense, Charles E “Wilson, relative to the request of the Journal 
of Commerce to have access to export information. 

You have advised me that this matter has been solved. It is my 
understanding that details are being worked out for making export 
information available to the press and the public. 

It will be appreciated if I could have a current report as to the 
entire status of this matter 

Sincerely 


Joun E. Moss, Chairman. 


ASSISTANT SECRETARY OF DEFENSE (PUBLIC “ntahgsien, 
Washington, D. C., June 18, 1957 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee of the Com- 
matte on Government Operations, Fi ads of Representatives 
DEAR Mr. CHAIRMAN: Secretary Wilson has requested that I reply 
to ir letter, dated a 7, 1957, inquiring as to progress toward a 
statibi of the problem of making export information available to the 
public 
During the period since Mr. Mitchell, chief counsel of vour sub- 
committee, contacted me in the matter, I have been personally work- 
ing very closely with officials of the other Government agencies 
involved. On the basis of our discussions to date, I now believe that 
there is a very great possibility that a feasible solution can be worked 
out, which will meet the public’s need for such information, and at 
the same time, safeguard certain information requiring protection in 
the interests of national security 
I am fairly certain that within the next week or so we will be able 
to give you a more definite report as to our conclusions and the 
specific actions we contemplate taking to solve the matter. 
Sincerely 
Murray SNYDER. 


TREASURY DEPARTMENT, 
Washington, June 17, 1957. 
Hon. Joun E. Moss, 
Chairman, House Information Subcommittee of the Committee on 
Government Operations, Washington, D.C. 

My Dear Mr. Cuarrman: I have your letter of June 7 relative to 
making public certain ia data in the offices of collectors of customs. 
This is a matter which we have been working on for a long time, 
as you know, and I have advised you that our proposed solution is 
currently being considered by other departments, bureaus and offices 
of the Government specifically involved. It is hoped that we will 
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have a final solution in the near future and we will, of course, keep 
you posted. 

Your letter is in error insofar as the first sentence of the second 
paragraph is concerned. What we advised you is that we had a solu- 
tion which seemed to have a possibility of working. It must, how- 
ever, be thoroughly cleared and examined. 

Sincerely yours, 
Davin W. KenpDALL, 
Assistant Secretary of the Treasury. 


—_—_—_ 


TREASURY DEFARTMENT, 
Washington, June 24, 1957 
Hon JOHN E. Moss. 
Chairman, House Information Subcommittee of the Committee on 
Government Operations, Washingtcn, D. C. 


My Dear Mr. CuarrMan: You have from time to time evidenced 
interest in the problem of availability to the New York Journal of 
Commerce of export manifests at the port of New York and other 
orts. 

This department and other Government departments and agencies 
have been exploring the problems in connection with this and have 
come up with what seems to us a satisfactory solution and one which 
ve believe not only fully protects the security of the United States, 
but also does not create a detrimental precedent. 

An outline of what we propose is contained as clearly and succinctly 
as we can make it in a letter to Mr. Eric Ridder, publisher of the 


Journal of Commerce, a copy of which is enclosed. 


We will advise you as to the result. 
Very truly yours, 
Davin W. KENDALL, 
Assistant Seere tary of the Tre asury. 


TREASURY DEPARTMENT, 
Washington, June 24, 1957. 


~ + 


Mr. Eric Ripper, 
Publisher. The Journal of Commerce, 
Ne w York. N. ¢ 

Dear Mr. Ripper: Representatives of the various departments 
— agencies of Government interested in the security aspects of 

ur request to have made public the data on export manifests have 
ani red this matter, as you know, at some length and we would 
like to suggest that the following is, from the Government stand- 
point, a practical solution and would like your reaction thereto. 

Subject, of course, to the statutes pertaining to divulgence of in- 
formation by the Government and its employees and to proper rules 
and regulations in connection therewith now in existence or as they 
may be properly amended, we would suggest that export manifests 
be made available by the various collectors of customs in the United 
States to your organization or other organizations upon or after 


deletion or other eradication of such information as may be contained 
therein which is of a classified nature. 
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Specifically, the information that could be copied and published 
would be limited to the general character, destination, and quantity 
(or value, but not both quantity and value in any instance) of the 
commodity. Also, the name of the vessel and its destination may 
be copied and published. These are limitations now covered in 
section 26.5, Customs Regulations, to which reference is made. 

The Bureau of Customs at the various ports where this is done will 
assign properly cleared employees to this specific task of such deletion 
or other eradication and will charge the organizations such as your 
own which use the information so made available the full time cost 
of the Government in connection with this operation, the same to 
be divided amongst the users. 

To the end that you may have, before further discussion of this, a 
fairly comprehensive idea of the cost involved and the machinery to 
be employed, the Bureau of Customs will make a test operation of 
sufficient length to determine such costs and methods, all within a 
fairly close degree of accuracy. 

We have already commenced the test at New York. It is believed 
that we will have sufficient data by the end of this week to make an 
analysis which we can talk to you about and I would say either the 
middle of next week or the first of the week following would be realis- 
tic. We will keep in touch. 

Very truly yours, 


Davip W. KENDALL, 
Assistant Secretary of the Treasury. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
July 26, 1957. 
Hon. Davin W. KeEnpatt, 
Assistant Secretary of the Treasury, 
Department of the Treasury, Washington, D. C. 

Dear Mr. Kenpati: Thank you for your letter of June 24, 1957, 
enclosing a copy of your letter to Mr. Eric Ridder, publisher of the 
Journal of Commerce relative to a proposal for making available export 
statistical data. 

In your letter to me you stated that: ‘‘We will advise you as to the 
result.’’ It will be appreciated if I could have a report on this matter 
in the near future. 

Sincerely, 
Joun E. Moss, Chairman. 


TREASURY DEPARTMENT, 
Washington, August 8, 1957. 
Hon. Joun E. Moss, 
Chairman, House Information Subcommittee of the Committee on 
Government Operations, Washington, D. C. 

Dear Mr. CHAIRMAN: With reference to our correspondence con- 
cerning arrangements to make available to the Journal of Commerce 
statistical data on exports, I am glad to report that final agreement 
has been reached. A system has been set up whereby export statistics, 
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screened in accordance with the requirements of the Department of 
Defense, will be released to the Journal of Commerce with customs 
being reimbursed for the cost of providing this information. 

A Treasury decision making the necessary amendments to customs 
regulations is in process, and we understand that the first statistics 
will be published around September 1. 

Your continuing interest in this matter is appreciated. 

Sincerely yours, 
Davip W. KENDALL, 
Assistant Secretary of the Treasury. 


TITLE 19—CUSTOMS DUTIES 
CuHapterR I—Bureavu or Customs, DEPARTMENT OF THE TREASURY 
[T. D. 54421] 


PART 4-——-VESSELS IN FOREIGN AND DOMESTIC TRADES 
Part 26—DiscLosurE oF INFORMATION 
RESTRICTIONS UPON PUBLIC INSPECTION OF CUSTOMS RECORDS 


Restrictions were imposed by (1959) T. D. 52583 (15 F. R. 7295), 
upon disclosure to the public in accordance with the Customs Regula- 
tions of information from records of entry and clearance of vessels and 
from vessels’ manifests filed with customs. Such restrictions, except 
as relate t> disclosure of export information from vessels’ manifests, 
have been suspended by prior decisions. Those decisions are (1950) 
T. D. 52608 (15 F. R. 7994) and (1951) T’ D. 52681 (16 F. R. 2164). 

It has now been decided also that s6me information in vessels’ 
manifests concerning exports may be disclosed as provided in § 26.5 of 
the regulations without violating the purpose of existing restrictions. 

To include these decisions, the Customs Regulations are amended as 
folllows: ? 

Section 4.95 is amended by placing a period after “‘public inspection”’ 
in the fourth sentence and by deleting the remainder of that sentence. 

Paragraph (b) of § 26.5 is amended by adding the following new 
sentences: ‘‘Disclosure of special category export shipments which 
might endanger the security of the United States is not now permitted. 
Such restriction upon disclosure shall be in effect during any period 
covered by a finding by the President under section 1, of the act of 
August 9, 1950, as amended (50 U.S.C. 191). Such a finding is now 
in effect (Executive Order No. 10173, Oct. 18, 1950 (15 F. R. 7005)).”’ 

Before accredited representatives of the press or regularly estab- 
lished associations may examine outward vessels’ manifests, therefore, 
customs shall separate at the cost of applicants all information about 
special category shipments. 

Paragraph (c) of § 26.7 is deleted. 

(R. S. 161, 251, sec. 3, 60 Stat. 238, sec. 624, 46 Stat. 759; 5 U.S. C. 22, 1002, 19 
U.S. C. 1624) 
[SEAL] Rate KE ty, 
Commissioner of Customs. 

Approved: August 26, 1957. 

Davin W. KenpDaAL.t, 
Acting Secretary of the Treasury. 


|F. R. Doc. 57-7099; Filed, Aug. 27, 1957; 10:59 a. m.] 
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XVI. Miuirary AIRCRAFT CRASHES 


, 


Among the most persistent complaints received by the Special Sub- 
committee on Government Information are those involving attempts 
to keep reporters and photographers away from the scene after a 
military aircraft has crashed in a civilian area. 

As a result of continued protests from the press, the subcommittee 
staff analyzed t 1° pertinent military regulations (see exhibit II, p. 
167), particulariy Army Regulation 360-5 of June 21, 1956; United 
States Navy Public Information Manual, Chapter 6 and Article 
0818 (9); Air Force Regulation 190-10, March 1955; United States 
Coast Guard Public Information Manual; and Department of Defense 
Directive 5410.1 of October 22, 1955 (identifying casualties). The 
analysis showed that— 

Armed Forces personnel cannot— 

1. Throw a cordon around the scene of a military aircraft accident 
in a civilian area to prevent access by reporters and pho- 
tographers. 

2. Seize photographic plates or equipment. 

3. Threaten a reporter or photographer. 

4. Use physical restraints on members of the press at a crash 
scene. 

5. Prohibit taking pictures of a crash. 

6. Withhold the names of military casualties in populated areas. 

Armed Forces personnel can— 

1. Withhold consent for pictures when classified material is ex- 
posed, citing possible penalties for violation of security laws. 
But they have no authority to prohibit the taking of pictures. 
If classified material is exposed, Armed Forces directives 
state military personnel shall cover the classified material 
or have it removed as soon as possible. 

. Withhold, on humanitarian grounds, the names of victims of 
crashes in remote areas, pending notification of next of kin. 

Despite the clear regulations, military personnel have repeatedly 
barred newsmen and photographers from the scenes of military acci- 
dents in civilian areas or withheld information in violation of the 
regulations. A few examples are cited here to illustrate the problem: 


A. ARMY 


On December 19, 1957, a Navy plane crashed at Windgap, Pa., 
and an officer from the Army’s Tobyhanna Signal Depot prevented a 
news photographer from taking pictures—2 months after the Army 
had promised to take corrective action to prevent such interference. 
On March 27, 1958, the subcommittee asked for an explanation. 

On April 11, 1958, the Army replied that its personnel ‘“‘apparently 
did not use good judgment in dealing with press photographers” and 
that an apology had been made. 

On February 22, 1958, three helicopters en route from Fort Riley, 
Kans., to Fort Lewis, Wash., crashed at Red Bluff, Calif. Newspapers 
reported an Army “blackout”’ of news about the crash which took six 
lives. On March 28, 1958, the subcommittee requested a report from 
the commanding general of the Sixth Army. 

On April 4, the Army replied that the officer in command of the 
flight was ‘‘emotionally upset.’’ In order to avoid future misunder- 
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standings, the Sixth Army Chief of Staff informed the subcommittee 
that all Sixth Army aviators were being instructed to cooperate within 
the provisions of Army Regulation 360-5. 

The correspondence follows: 


Hovse or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
March 27, 1958. 
Hon. WiLtsper M. Brucker, 
Secretary of the Army, Department of the Army, 
The Pentagon, Washington, D. C. 


Dear Mr. Secretary: On April 12, 1957, a Navy attack bomber 
made a forced landing near Moscow, Pa. The nearest military base 
was the Tobyhanna Signal Depot, and Maj. William Thorne of that 
command took charge of the accident scene, ordering civilian news- 
ape! photographers not to take pictures. Pictures taken before 
\fajor Th Thorne’s arrival were subsequently published, indicating that 
no security considerations were nor ed. 

Army Special Regulation 360-5-15, July 23, 1954, states among 
other things: 

“3. Outside military installations. 

(a) Outside military installations within the continental United 
States * * * military authorities will not prohibit or prevent the 
taking of photographs * * * of military personnel, equipment, or 
material * * *, 

1) Consent to take photographs * * * will be withheld until 
it can be determined whether classified defense information or 
material is present and exposed to view. Such determination 
will be made as quickly as possible. 

It is emphasized that concerned personnel must determine as 
quickly as possible in each case whether classified equipment or 
material is exposed. Speed in making these determinations and in 
covering or removing any classified equipment or material found to 
be exposed, will effect the greatest possible safeguarding of defense 
information while, at the same time, meeting the needs of representa- 
tives of the public information media.” 

The civilian photographer involved in the incident protested to the 
commanding officer of the Tobyhanna Signal Depot, and was notified 
on October 18, 1957, that a memorandum “citing pertinent regulations 
has been delivered to all Cepot divisions and officers concerned.” 

Nevertheless, 2 months later, on December 19, 1957, another Navy 
aircraft crashed at . indgap, Pa., killing the two members of its 
crew. A Colonel Johnson, of tae Tobyhanna Signal Depot, assumed 
command of the sc ne and prevented Rod MacLeod, a civilian 
photographer from the Strousdburg Daily Record, from taking 
photographs. 

In view of the fact that regulations forbidding interference with 
civilian photogray hers off military installations have been in effect 
several years, and that specific reference to the regulations at the 
Army command involved apparently had no effect with regard to the 
actions of military personnel involved, the House Government 
Information Subcommittee would appreciate answers to the following 
questions: 
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1. What measures has the Army taken to make sure that the regula- 
tions covering civilian photography of accidents have been widely 
disseminated and clearly explained to Army personnel and military 
police who will be called upon to deal with the press? 

2. When incidents occur indicating that certain military personnel 
fail to understand—or are unaware of—regulations prohibiting 
interference with civilian photographers, what action with regard to 
the specific incident is taken by the Army? 


Sincerely, 
Joun E. Moss, Chairman. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D. C., April 11, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee 
on Government Operations, House of Representatives. 

Dear Mr. CuHarrMan: This is in further reply to your letter of 
March 27, and reply thereto of April 7, concerning Army regulations 
covering civilian photography of accidents. 

Special Regulations No. 360-5-15 covering security control of 
photography of military equipment by civilians and Army Regulations 
No. 360-5 which, in paragraph 23d, makes reference to this special 
regulation, have been widely disseminated throughout th> Army. 
Commanders receiving these regulations take the action they consider 
necessary to insure compliance by their subordinate units. These 
actions are generally reflected in the unit standing operating proce- 
dures. Appropriate personnel in each unit are responsible for com- 
pliance with these procedures. 

Army commanders generally deal directly with the news mediums 
concerned when difficulties arise between members of the press and 
military personnel. The actions taken by commanders depend upon 
the circumstances of each incident. It appears that the specific 
incidents mentioned in your letter resulted from an avidity to safe- 
guard military equipment which might have ‘been classified rather 
than from an unawareness of Army regulations. There is no way 
to insure that Army personnel who, in an emergency, are dispatched 
to the scene of an accident, will be familiar enough with the equipment 
involved to rapidly determine whether classified material is present 
or exposed. 

In the April 12 incident, the Navy pilot indicated that no closeup 
photographs of the plane should be permitted. In the December 19, 
1957, incident, Army personnel had no way of knowing whether 
classified equipment was exposed. However, they apparently did not 
use good judgment in dealing with the press photographers. Sub- 
sequent to this incident the commanding officer of the Tobyhanna 
Signal Depot had his information officer discuss the matter with the 
photographers concerned. He also wrote a letter to the editors of the 
newspapers concerned in which he apologized for the actions of the 
Army personnel and assured them that every effort would be made to 
preclude future incidents. A reply from the managing editor of the 
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Alentown Call-Chronicle Newspapers expressed appreciation for 
the letter and stated that the December 19, 1957, incident was one of 
the few such experiences his men have had with Army personnel. 

In the final analysis, the problem of preventing photography of 
classified military equipment involved in an accident and satisfying 
the requirements of press photographers can be solved only by sound 
judgment and cooperation between the personnel concerned. 


I trust the above information will meet the requirements of your 
subcommittee. 


Sincerely, 
J. H. MicwHae.is, 
Major General, GS, Chief of Legislative Liaison. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
March 28, 1958. 
Lt. Gen. LemuEL MATHEWSON, 
Commanding General, Sixth United States Army, 
Presidio of San Francisco, San Francisco, Calif. 

Drar GENERAL MatHewson: On February 22, 1958, three heli- 
copters in transit from Fort Riley, Kans., to Fort Lewis, Wash., and 
under jurisdiction of the Sixth Army, crashed near Red Bluff, Calif. 
On page | of its issue of Sunday, February 23, 1958, the San Francisco 
Chronicle carried this headline: ‘“Wrecks Near Red Bluff—3 Copters 
Crash, 6 Killed; Army Blacks Out News.” 

In the body of the story were these paragraphs: 

“The details were hard to come by, because Army officers here 
refused to talk with reporters * * *” 

* * * Ea a * * 


“The formation was under the command of Capt. Walter Jackson. 
He refused to talk to reporters.”’ 

As part of its continuing investigation into the availability of in- 
formation from Federal departments and agencies, the Government 
Information Subcommittee is interested in ascertaining the facts in 
any reported instances of restrictions on Government information. 

In connection with the above-cited accident, will you please provide - 
the subcommittee with the following information: 

1. Was there a refusal by officers of your command to talk with 
reporters or to provide whatever information was known about the 
accident? If so, what was the authority for such action in view 
of the provisions of AR 360-5, particularly paragraph 23? 

2. Was there a refusal by officers in command of the flight or 
at the scene of the accident to talk to reporters or to provide whatever 
information was known about the accident? If so, were the personnel 
involved aware of AR 360-5, particularly those sections that state: 

“The Department of the Army policy is to reduce the minimum 
overall delay between the time of an accident and the relezse of 
information to the press * * * 

‘“Harmony.and cooperation between public information officers and 


members of the press usually will promote fair and unsensational 
reporting of accident stories * * *” 


29820 0 DS 11 
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The subcommittee would appreciate receiving from you a report 
of the public relations aspects of the accident of February 22, 1958, and 
your consideration of the questions raised above. 

Sincerely, 
Joun E. Moss, Chairman. 


HeEapQuarTERS SrxtH Unitep States Army, 
OrFIcE OF THE CHIEF oF STAFF, 
Presidw of San Francisco, Calif., April 4, 1958. 
Hon. Joun E. Moss, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Moss: In the absence of Lt. Gen. Charles D. Palmer, 
who has succeeded Lieutenant General Mathewson as command- 
ing general, Sixth United States Army, I am replying to your recent 
letter concerning the Army helicopter accident near Red Bluff on 
February 22. 

This information was not under the command of the Sixth United 
States Army, but was transiting this Army area en route to Fort 
Lewis, Wash. 

Although firsthand information is not available, it can be inferred, 
and could have been at the time by the reporters on the spot, that 
Capt. Walter W. Jackson did not fully cooperate in the sense of 
the regulation with members of the local press at the scene of the 
accident. It appears reasonable, however, to accept the extenuating 
circumstances which existed at the time Captain Jackson was in com- 
mand of the flight which had suffered this tragedy. He was emotion- 
ally upset and he in fact did not know what had caused the accident. 
For an officer of his grade and experience, and in view of the fact that 
he was the responsible officer, he chose caution rather than speculation. 

Later the same day, when personnel from this headquarters arrived 
at the scene of the accident, ample cooperation with members of the 
press took place. This fact is evidenced by the inclosed clipping 
from the San Francisco Examiner. 

In an effort to avoid future misunderstandings with the press should 
future similar occasions occur, all Sixth United States Army aviators 
are being instructed to cooperate within the provisions of AR 360-5 
when contacted by reporters in connection with aircraft accidents. 

Sincerely, 
JouHN J. Binns, 
Major General, GS, Chief of Staff. 


[San Francisco Examiner, February 23, 1958] 


3 Bic ’CopTers In Mystery CrasxH; 6 Dre—2 Down In FLaAMgEs; 
Crew oF 3p Army Suip Escape 


Rep Buuvrr, February 22.—Six crewmen were killed today when 3 
big Army helicopters, flying only 200 feet above the ground, crashed 
in a dense fog 13 miles northwest of Red Bluff. 

Two of the helicopters burned. The third crashed, but did not burn, 
and the three men aboard escaped with minor injuries. 
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A fourth helicopter involved in the as yet unexplained mishap in the 
same fog bank at the same time, made a crash landing. No one was 
injured. 


FLIGHT OF 14 


Col. Frank G. Forest, Sixth Army aviation section officer, was flown 
to the scene and after a ‘preliminary investigation reported that he 
was “fairly sure there was no collision in the air.”” Forest said he was 
“mystified” as to the cause of the accident. 

The four helicopters—H-21’s, or “flying bananas” as they have 
been nicknamed because of their shape—were part of a flight of 14 
comprising the Army’s 57th Transportation Helicopter Company, 
undergoing transfer from Fort Riley, Kans., to Fort Lewis, Wash. 

Three men were aboard each helicopter. 

The Army withheld identification of the victims, 4 warrant officers 
and 2 enlisted men, pending notification of the next of kin. 

Army Capt. W. W. Jackson, operations officer of the ill-fated flight, 
attempted to keep details of the accident secret. 

However, the Sixth Army in San Francisco said the 4 helicopters 
were part of a group of 7 which had taken off from Chico after an 
overnight stop. The other seven were following moments behind. 

Although the lack of visibility over parts of northern California 
kept many private airmen on the ground, the Army’s helicopters were 
maintaining their schedule of operations, it was said. The next stop 
was to be at Medford, Oreg. 

The aircraft went into the fog bank about 10:40 a. m., the Army 
in San Francisco said. What happened next was not known. 

But two of the ’copters spun to earth and burst into flames. Three 
men aboard each perished. The third crashed, but the three aboard 
were ‘‘able to walk away,” and a fourth crash landed. 

Jackson, the Army said, directed the 3 remaining helicopters in the 
group of 7 to landings nearby. 

The area in which the crashes occurred was described as between 
the ranches of Frank Thompson and Charles Stover in the wild lava 
rock, scrub oak country of the Sierra foothills. 

It was so rugged that planes dispatched to the scene by the 41st 
Air-Sea Rescue Squadron at Hamilton Air Force Base were unable to 
land, an Army spokesman said. 

Tehama County Sheriff Lyle Wilson, who said Jackson had ordered 
authorities to give out no information about the accident, organized 
three ground parties here to strike into the area with medical supplies. 

However, late in the day, Under Sheriff Jack McGlynn radioed the 
sheriff’s office here by walkie-talkie that the ground members had not 
been able to find the wreckage but could hear ’copters going in and out. 

The sheriff’s office, it was learned, had not been advised that the 
Army had landed helicopters at the scene and was proceeding with 
rescue operations. 

Tehama County Coroner George Hoyt was flown in on one trip. 
Colonel Forest, who flew here from San Francisco to take charge of the 
investigation, went in on another. 

The “flying banana” helicopters, sometimes called the workhorses, 
were originally designed as 22-seat assault aircraft. Each weighs 
8,479.pounds, has a maximum speed of about 132 miles per hour, and a 
range of 966 miles. 
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B. NAVY 


On May 7, 1958, the subcommittee requested an explanation from 
the Navy for alleged illegal threats made by Navy personnel against 
newsmen following the crash of a Navy plane near El Centro, Calif., 
on May 6, 1958. 

On May 21, 1958, Secretary of the Navy Thomas S. Gates replied 
that the Navy was in “error,’’ that all officers had not been properly 
briefed on the rights of press representatives and that the Navy had 
apologized for the incident. 

The correspondence follows: 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
May 7, 1958. 
Hon. Tuomas 8S. Gates, Jr., 
Secretary of the Navy, Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: Despite Navy assurances that its directives 
will be strictly followed when a Navy aircraft crashes in civilian 
jurisdiction, another such ugly incident apparently occurred May 6, 
1958, in the vicinity of El Centro, Calif. 

The House Government Information Subcommittee has received a 

ress report describing alleged illegal actions and threats made by 
Navy personnel against newsmen performing their legitimate functions 
at the crash. One dispatch quotes a threat by a Navy guard to Mr. 
Lew Little, of the San Diego, Calif., Union. The guard reportedly 
asked Mr. Little: “How would you like to have this gun butt against 
the side of your head?” It also was reported that Mr. Tom Read, 
of the El Centro, Calif., Post-Press heard the guards utter threats to 
shoot the newsmen present. 

The House Government Information Subcommittee is repeatedly 
confronted with incidents of this type, which are a clear and arro- 
gant invasion of the civilian domain as well as a clear breach of civil 
law. In each case, whether it be the Navy, Army, or Air Force, the 
blame invariably is pinned on subordinates, who usually are described 
as overzealous. I have come to the conclusion that underzealous 
superiors who fail to properly disseminate service directives are to 
blame. The utterance of physical threats is intolerable—particularly 
by armed representatives of the military against civilians. I am 
weary of disclaimers by base commanders that such illegal actions will 
not happen again. In the experience of the subcommittee they can 
and do happen—again and again. 

I would appreciate a complete report on this incident, including 
what disciplinary action will be undertaken against the Navy person- 
nel that performed these alleged illegal acts, as well as their superiors 
who failed to disseminate Navy directives dealing with authorized 
activity at the scene of a crash of a Navy aircraft in civilian jurisdiction. 

I also would like to hear from you what actions you have planned 
to put an end, once and for all, to such incidents through proper 
dissemination of directives pertaining to airplane crashes. 

Sincerely, 
JoHun E. Moss, Chairman. 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 


Washington, D. C., May 21, 1958. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives, Washing- 
ton, D. C. 

My Dear Mr. Moss: This will acknowledge your letter of May 7, 
1958, regarding certain press reports concerning threats alleged to 
have been made by naval personnel against two newsmen at the 
scene of the crash of a Navy aircraft on May 6 in the vicinity of 
El Centro, Calif. Naturally, I was very much disturbed to learn 
that you considered this might prove to be an incident falling into 
the category of press suppression. I therefore handed your letter to 
the Chief of Naval Operations, asking that this matter be immediately 
and completely investigated. 

Admiral Burke ordered the inquiry, personally reviewed the infor- 
mation obtained, and has advised me of the facts and circumstances 
surrounding this unfortunate occurrence. He was also able, happily, 
to report that the matter has been resolved to the satisfaction of 
those who had been offended. 

The crash occurred on May 6 in a cotton field near El Centro. 
The aircraft, in which the pilot lost his life, was a Navy FJ-3 Fury 
jet. In reporting the incident, the El Centro Imperial Valley Press 
stated that newspaper and radio men arriving at the crash scene 
encountered armed resistance. It further stated that they were 
threatened by a Navy guard when they insisted on photographing 
and viewing the burned wreckage at close quarters. Specifically, the 
guard is said to have threatened Mr. Lew Little of the San Diego 
Union, and Mr. Larry Krackel, a photographer of the Imperial Valley 
Post and Press newspaper. 

Our investigation indicates that the guard in question did attempt 
to restrict the activities of representatives of news media, and in 
terms that were far from tactful. That he was unsuccessful is, of 
course, beside the point. However, a full and complete story with 
pictorial coverage appeared that same day in the Imperial Valley 
Press, along with a description of the untoward incident. 

The site of the crash is several miles closer to the city of El Centro 
than it is to the naval air station. As a result, the only Navy per- 
sonnel on the scene for the first 15 or 20 minutes were a Navy medical 
officer and some enlisted personnel, who arrived by helicopter. How- 
ever, the reporters arrived almost immediately. When confronted 
with the responsibility of making an immediate decision as to the 
security aspects of the crash scene, the medical officer, being unsure 
as to the classification of the equipment, and the dangers possible from 
exploding ammunition, ordered the guard to keep persons away from 
the wreckage and to prevent photographs. 

It was under these circumstances that the undeniable interference 
with the rights of the reporters took place. Our investigation deter- 
mined that adequate instructions were outstanding to protect the rights 
and privileges of press representatives at the scenes of accidents which 
occur outside naval reservations. However, under the emergency con- 
ditions that prevailed here, and in the absence of the security officer 
normally assigned to such situations, it is readily apparent that mis- 
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takes were possible and were made. Obviously, every officer on this 
station who might attend the scene of a crash was not properly briefed 
as to the policies regarding the rights of press representatives. This 
was an error which was immediately rectified and notifications are 
being sent to all other Navy activities to prevent a recurrence of this 
incident elsewhere. 

Immediately upon learning of the incident the commanding officer 
of the naval air station, Capt. Ben Moore, United States Navy; 
issued a statement apologizing for this regrettable incident and explain- 
ing what the circumstances had been. 

On the following day editorials appeared in the two newspapers 
which complimented the local commander on his fine existing press 
relations and recommended that the unwarranted criticism of the 
Navy after the incident be dropped. In addition, and in testimony 
to the high regard in which they hold Captain Moore, the managing 
editors of both papers whose representatives were offended had the 
kindness to telegraph Admiral Burke, stating that they desired the 
incident be considered closed. They stated that their relations with 
the El Centro facility had in the past been excellent, and that they 
were confident that they would continue so in the future. The 
editorials and telegrams to which I refer are enclosed for your perusal, 
as well as letters and telegrams from locally prominent persons in 
support of the base commander in this matter. 

I feel sure that you will be satisfied with this explanation of the 
situation. Under the circumstances, I would hardly be justified in 
recommending disciplinary action for those involved in an incident 
which came about through mistake without intent. This is especially 
true in view of the fact that those who were originally offended have 
risen in behalf of those accused. On the other hand, I am sure you 
will agree that the record of Navy relations with the communications 
mediums in the El Centro area, as evidenced by the attached press 
reports, telegrams, and letters, is one to which the Navy may well 
point with pride. 

Sincerely yours, 
Tuomas S. GATES. 


C. AIR FORCE 


On January 29, 1958, the subcommittee asked the Air Force what 
actions had been taken to make sure that regulations covering photo- 
graphs of military crashes were clearly explained to air police and 
other military personnel who might come into contact with the press. 

On February 19, 1958, the Air Force replied that action to familiarize 
Air Force personnel with the pertinent regulations had been taken and 
“will go far toward precluding a recurrence of the unfortunate incident 
which prompted your letter.”’ 

On April 3, 1958, the subcommittee requested a report on the 
denial of access to the scene of the crash of an Air Force jet training 
plane near Poole, Ky., for 2 successive days, March 30 and 31, 1958. 

On April 25, 1958, the Air Force replied that denial of access 
to the scene was due to “misunderstanding” and that Air Force 
regulations would again be ‘“‘reemphasized.”’ 
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The correspondence follows: 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
January 29, 1958. 
Hon. James H. Doveatas, 
Secretary of the Air Force, 
The Pentagon, Washington, D. C. 


Dear Mr. Secretary: On November 9, 1957, a New York Air 
National Guard plane crashed in Ballston, N. Y., killing the pilot. 
At the scene of the accident Maj. Stanley P. Kurant forcibly con- 
fiscated films of the wreckage exposed by Robert D. Scott, photog- 
rapher for the Schenectady Union-Star. 

As a result of letters of protest from H. R. Ekins, managing editor 
of the Union-Star, Brig. Gen. Lewis A. Curtis, commander of the 
New York Air National Guard, wrote Mr. Ekins: 

“T was sincerely disturbed by your letter of complaint relative to 
an obvious violation of United States Air Force directives by a member 
of my command in interfering with your news photographer * * * 

“Our policy in such cases is well documented: 

“Air Force Regulation No. 190-10 states very clearly that ‘Outside 
Air Force installations, military authority may not prohibit the taking 
of photographs or the making of photographs and other forms of 
ere representation. The legal authority of the Air Force is 
imited to the withholding of consent for such action. * * * 

“* * * T am directing the commander (of the 109th Fighter Group) 
to take immediate steps to call this occurrence to the attention of 
every member of his command, and to reemphasize the responsibility 
each has in safeguarding the rights and privileges of members of the 
press, radio, television, and other recognized news mediums at all 
times.”’ 

Prior to General Curtis’ complete explanation, Mr. Ekins was 
informed by the commander of the 109th Fighter Group that the 
violation of Air Force Regulations occurred because: 

“1. Regulations pertaining to civilian photographing of accidents 
used to be more restrictive than present regulations. 

“2. This organization has been most fortunate in that it has been 
many years since we have suffered an accident * * *. Therefore, 
officers in charge at the scene of the accident in trusting to memory 
as to the latest policy obviously were uncertain * * *.” 

In view of the fact that the current AFR 190-10 was issued nearly 
3 years ago, the House Government Information Subcommittee 
would appreciate answers to the following questions: 

1. What measures has the Air Force taken to make sure that the 
regulations covering civilian photography of accidents have been 
widely disseminated and clearly explained to Air Police and other 
muitary officials who will be called upon to deal with the press? 

2. When incidents occur indicating that certain military personnel 
fail to understand—or are unaware of—regulations prohibiting inter- 
ference with civilian photographers, what action with regard to the 
specific incident is taken by the Air Force? 

Sincerely, 


Joun E. Moss, Chairman. 
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DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, February 19, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives. 


Dear Mr. CHarrMAN: In your letter dated January 29, 1958, you 
requested information concerning the actions which the Air Force 
has taken to insure compliance by military personnel with regulations 
pertaining to civilian photography of aircraft accidents. 

Utilizing the medium of the Information Services News Letter, the 
Air Force has periodically advised all base commanders and Informa- 
tion Services officers of the importance of compliance with Air Force 
Regulation 190-10. This is the Air Force regulation pertinent to 
civilian press photography at the scene of aircraft ceded. This 
matter was stressed in Information Services News Letters addressed 
to all base commanders and Information Services officers dated March 
4, 1955, June 13, 1956, July 20, 1956, and August 25, 1957. 

In an effort to cooperate with the civilian photographers and to 
improve mutual understanding of this regulation, Maj. Gen. Arno H. 
Luehman, Director of Information Services, sent 5,000 copies of AFR 
190-10 to the chairman of the board, National Press Photographers 
Association. Bulletins were then sent to all Air Force Base Informa- 
tion Services offices advising them of this action and suggesting that 
they refamiliarize themselves with the regulation’s contents. 

With regard to your question as to what action is taken when 
incidents occur indicating that certain military personnel fail to 
understand or are unaware of this regulation, I feel that a general 
answer covering all such cases is not possible. Where specific in- 
cidents occur involving violation of this regulation, the local com- 
mander is charged with the responsibility of taking appropriate 
action to insure compliance and to discipline the violator if such 
action is indicated. This must necessarily be handled on a case-by- 
case basis. 

I feel that the action which has been taken to familiarize Air 
Force personnel with the provisions of AFR 190-10 will go far toward 
precluding a recurrence of the unfortunate incident which prompted 
your letter. 

Sincerely yours, 
Joe W. Ke tty, 
Major General, USAF, Director, Legislative Liaison. 


House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 


Washington, D. C., April 3, 1958. 
Hon. James H. Dovatas, 


Secretary of the Air Force, Department of the Air Force, 
The Pentagon, Washington, D. C. 


Dear Mr. Secretary: The House Government Information Sub- 
committee is interested in the events that accompanied the crash of an 
Air Force T-33 jet trainer March 30 near Poole, Ky. According to 
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reports, actions completely in violation of Air Force regulations were 
shen by military personnel to prohibit the taking of photographs, and 
to prevent reporters from approaching the scene. 

You will recall that in a letter to you dated January 29, 1958, I 
inquired about a similar incident in which military personnel exceeded 
their authority and confiscated film from a civilian photographer. 

Your reply to that letter expressed your feeling ‘‘that the action 
which has been taken to familiarize Air Force personnel with the pro- 
vision of [Air Force regulations] will go far toward precluding a recur- 
rence of the unfortunate incident * * *.” 

It must be clear by now that periodic citation of the regulations in 
Information Service News Letters is insufficient to accomplish the task 
of informing the Air Police who are involved in these incidents. It 
would appear that some positive educational approach must be made 
if military personnel are to be made clearly aware of the limitations on 
their authority at the scene of accidents. 

It has also been reported that an airman has been, or will be, court- 
martialed because of the accidental discharge of his weapon while he 
was guarding the crash site near Poole, Ky. 

You may recall that I asked in my letter of January 29 whether 
similar action would be taken against military personnel who violate 
regulations and prevent civilian news gatherers from doing their job 
at the scene of crashes. The reply stated that this ‘‘must necessarily 
be handled on a case-by-case basis.’ 

The subcommittee desires answers to the following questions: 

1. Exactly what occurred near Poole, Ky., insofar as military 
actions with respect to civilian pbotographers and reporters are 
concerned? 

2. What action is being contemplated, or will be taken, to inform 
the individuals involved in interfering with the press and public that 
they have violated regulations, and to discipline them? 

3. What positive program will the Air Force undertake to inform 
all of its personnel of the existence and importance of regulations 
forbidding interference with civilian news gatherers? Will that action 
be accompanied by provisions for punishment of persons responsible 
for such violations? 

Sincerely, 
Joun E. Moss, Chairman. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, April 25, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives. 

Dear Mr. CuHarrman: I refer to your letter of April 3, 1958, to the 
Secretary of the Air Force and to your request for a report concerning 
events involving the local press following the crash of a T—33 aircraft 
on March 30, 1958, near Poole, Ky. 

[ regret that because of a misunderstanding Air Force guards at 
the scene of the crash did prohibit news media representatives and 
the public from approaching the aircraft for a short period. Inquiry 
has disclosed that media representatives then contacted the com- 
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mander, Campbell Air Force Base, who made arrangements for them 
to visit the scene of the crash. When members of the press returned 
to the scene of the accident, they were again denied access to the 
aircraft. This was due to the fact that in their absence Air Force 
guards from Campbell Air Force Base had been relieved by Air Force 
personnel from Sewart Air Force Base, Tenn. Unfortunately, the 
latter were unaware of the arrangements which had been made to 
allow the local press to approach the scene. The commander of 
Campbell Air Force Base was advised of the situation and arrange- 
ments were made immediately to provide access to the scene of the 
accident to media representatives. No disciplinary action against 
personnel involved is anticipated. However, all personnel have been 
thoroughly briefed as to the provisions of Air Force Regulation 190-10, 
Release of Information on Accidents, and of the absolute necessity 
for strict compliance with provisions of this regulation. 

In further response to your inquiry, a guard did accidentally dis- 
charge his weapon while crawling through a fence three-quarters of 
a fille from the scene of the accident. No injury to personnel or 
damage to property resulted. This matter is most regrettable and 
appropriate action will be taken to preclude recurrence of this type 
incident. 

The following action is being taken to reemphasize to Air Force 
personnel the provisions of Air Force Regulation 190-10: 

(a) A TWX message has been dispatclied to all major commands 
directing that provisions of Air Force Regulation 190-10 be brought 
to the attention of all commanders. 

(6) Provisions of Air Force Regulation 190—10 will be made a special 
subject for a regularly scheduled commander’s call meeting of Air 
Force personnel. 

(c) Provisions of Air Force Regulation 190-10 will be made a special 
subject for field air inspectors. 

(d) The provisions of Air Force Regulation 190-10 will be brought 
to the attention of Air Force personnel through the Inspector Gen- 
eral’s Brief, a periodic publication. 

(e) The importance of strict adherence to provisions of Air Force 
Regulation 190-10 will be made an agenda item at forthcoming con- 
ferences of command information services officers and command 
provost marshals. 

The above-mentioned action will not be accompanied by provisions 
for punishment of persons responsible for violations of Air Rives Regu- 
lation 190-10 since punishment will continue to be on a case-by-case 
basis. This procedure is believed to be the most practical since each 
case requires a careful consideration of the degree to which one or 
more provisions have been violated, as well as of specific factors which 
contributed to such violation. 

I sincerely regret that the misunderstanding at the scene of the 
accident vended 3 in the temporary restriction of news media repre- 
sentatives from the scene. I feel that the corrective action outlined 
above will preclude further instances of this nature. 

Sincerely yours, 


Joe W. KE tty, 
Major General, United States Air Force, Director, Legislative 
USON. 
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D. DEFENSE 


On June 3, 1958, the subcommittee requested Secretary of Defense 
Neil H. McElroy to take action to prevent further illegal interference 
with newsmen and photographers: 

On June 19, 1958, Assistant Secretary of Defense Murray Snyder 
replied that he had referred the subcommittee’s letter to the Chiefs of 
Information of the military services with a request that “they take 
such further action as may be needed to assure understanding of, and 
adherence to, the established policies covering this subject.”’ 

The correspondence follows: 


House oF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


June 3, 1958. 
Hon. Nem H. McExroy, 
Secretary of Defense, Department of Defense, 
Washington, D. C. 

Dear Mr. Secretary: On May 7, 1958, I wrote to Secretary of 
the Navy Thomas S. Gates, Jr., regarding actions of Navy personnel 
at the crash of a Navy aircraft near El Centro, Calif., on the previous 
day. Newsmen arriving at the crash scene encountered armed 
resistance and were threatened by Navy guards in violation of direc- 
tives which prohibit such actions. 

Secretary Gates answered my inquiry promptly and reported that 
he has taken steps to remind all Navy personnel of the directives on 
how they are to behave at crashes occurring in civilian jurisdiction. 
The El Centro incident, however, is neither isolated nor unique. Let 
me cite a few recent examples which have been reported to the House 
Government Information Subcommittee: 

Navy-Army.—On April 12, 1957, near the Tobyhanna, Pa., signal 
depot, a Navy aircraft crashed. The Navy pilot ordered a “no 
picture’”’ ban and personnel from Tobyhanna enforced it. On Decem- 
ber 19, 1957, another Navy plane crashed near Tobyhanna and again 
personnel from the same base ordered no pictures despite their 
assurances after the first crash that it would never happen again. 

Air Force.—On November 9, 1957, an Air Force plane crashed near 
Ballston, N. Y., and photographers’ films were illegally confiscated 
by military personnel. 

Army.—On February 22, 1958, at Red Bluff, Calif., the Army 
refused cooperation at the scene of a crash of helicopters. 

Air Force.-—On March 30, 1958, near Poole, Ky., photographers 
were driven from the scene of a plane crash and not permitted back 
until 2 days later. During the course of this incident, a weapon was 
discharged. 

Apparently the prompt action of Secretary Gates and the com- 
mander of the Navy base involved settled the El Centro incident to 
the satisfaction of all concerned—with the possible exception of the 
men actually threatened. However, the nationwide character of the 
repeated violations of military orders against interference with news- 
men covering accidents in civilian areas appears to call for action by 
the Defense Department to remind military personnel of their 
responsibilities in this area. 

Sincerely, 
Joun E. Moss, Chairman. 
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AssIsTANT SECRETARY OF Derensk, Pusuic AFFAIRs, 
Washington, D. C., June 19, 1958. 
Hon. Joun E. Moss. 
Chairman, Government Information Subcommittee of the Committee 
on Government Operations. 

Dear Mr. CuarrMan: Secretary McElroy has asked me to reply 
to your letter of June 3, 1958, with respect to access of newsmen to 
the scene of military airplane crashes in civilian areas. In the light 
of your letter, I have examined the correspondence between your 
subcommittee and the military departments involved in the various 
instances of plane crashes that you mentioned. I note that in response 
to each of your inquiries, the military department concerned explained 
the circumstances of the particular case and stated unequivocally the 
Department’s prohibition against barring newsmen from crash scenes 
or from the opportunity to take photographs other than as required 
to protect national security information. 

I certainly agree with you that there should be consistent compli- 
ance, by all personnel, with the policies of the Department of Defense 
requiring Maximum access to information by news mediums to the 
extent consistent with national security. The regulations of the three 
military departments reflect the basic policy of facilitating access 
of newsmen to crash scenes. 

Enforcement of these military department regulations and the 
prevention of deviation from the established policy of the Department 
of Defense is primarily a matter to be dealt with through normal 
command channels by the department whose personnel are involved. 
Accordingly, I have referred your letter of June 3, to the Chiefs 


of Information of the military services with a request that they 
consider it in the light of their previous correspondence with you 
on the matters referred to, and that they take such further action as 
may be needed to assure understanding of, and adherence to, the 
established policies covering this subject. 

Your interest in assuring uniform policy and consistent compliance 
is appreciated. It is felt that the closer day-to-day spent relation- 


ships of the military services with each other, and with the Office 
of the Secretary of Defense in the public affairs area, pursuant to 
Secretary McElroy’s memorandum of June 11, 1958, of which I sent 
you a copy, will improve our ability to fulfill these objectives. 
Sincerely, 
Murray Snyper. 


As part of the study of the availability of information about mili- 
tary accidents, the staff of the Special Subcommittee on Government 
Information analyzed pertinent regulations from the Army, Navy, 
Air Force, Department of Defense, and Coast Guard. The analysis 
includes regulations governing the availability of names and photo- 
graphs at accidents inside mr, ie installations and at accidents in 
civilian areas outside military jurisdiction. Following is the staff 
memorandum quoting pertinent excerpts from the regulations. 
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Marcu 1958. 


Staff memorandum. 


Subject: Pertinent excerpts from military regulations re information 
about military accidents. 


I. Orr Base AccipDENTS 
A. POLICY ON NAMES 


Navy— United States Navy Public Information Manual, article 0603: 

Accidents and Casualties.—* * * 

2. In all cases of accidents outside the confines of Navy in- 
stallations: 

(a) If military personnel figure in accidents involving civilian 
or military automobiles, trains, commercial or private airplanes, 
or in any other types of accidents, with the exception of article 
0603.2 (c) below, the names and addresses of the military person- 
nel should be released immediately upon identification. 

(b) If the accidents involve military airplanes which crash 
in or upon the borders of cities or towns, or which cause civilian 
casualties or appreciable damage to property—that is, if there 
has been a major invasion of the civilian domain—the names and 
addresses of the military personnel should be released immediately 
upon identification. If classified equipment is involved, normal 
security precautions should be observed with respect to the 
equipment. 

(c) If the accidents involve military airplanes which crash in 
localities remote from populated areas, involve no civilian 
casualties, and cause no appreciable property damage—that is, 
if there has been no major invasion of the civilian domain—names 
and addresses of the military personnel may be withheld until 
such time as the next of kin can reasonably be expected to have 
received official notification of the accident. 

Air Force—AFR 190-10: 5 (b): 

(2) Accidents off Air Force Installations. — 

(a) If accidents involve military aircraft which crash in or on 
the borders of cities or towns, or cause civilian casualties or 
appreciable damage to property (that is, if there has been a major 
invasion of the civilian domain), the names and addresses of the 
military personnel should be released immediately on identifica- 
tion. 

(b) If accidents involve military aircraft which crash in 
localities remote from populated areas, do not involve civilian 
casualties, and do not cause appreciable property damage (that 
is, if there has not been a major invasion of the civilian domain), 
names and addresses of the military personnel may be withheld 
until next of kin have received the official notification of the 
accident, or until 4 hours after dispatch of the official notification. 

(c) If military personnel figure in accidents involving civilian 
or military automobiles, trains, commercial or private airplanes, 
or in any other type of accident, the names, ages, and addresses 
of the military personnel should be released immediately on 
identification. 
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(3) If press representatives secure positive identification of 
persons involved in a military accident from nonmilitary sources, 
military confirmation does not necessarily have to be withheld 
until next of kin have been officially notified. 


Department of Defense Directive 5410.1, October 22, 1952: 


III. Accidents outside Armed Forces installations: 

In all cases of accidents outside the confines of installations 
of the armed forces: 

A. If military personnel figure in accidents involving civilian 
or military automobiles, trains, commercial or private planes, 
or in any other types of accidents, with the exception of III C 
below, the names and addresses of the military personnel should 
be released immediately upon identification ; 

B. If the accidents involve military airplanes which crash in 
or upon the borders of cities or towns, or which cause civilian 
casualties or appreciable damage to property—that is, if there 
has been a major invasion of the civilian domain—the names and 
addresses of the military personnel should be released immediately 
upon identification; if classified equipment is involved, normal 
security precautions should be observed with respect to the 
equipment; 

C. If the accidents involve military airplanes which crash in 
localities remote from populated areas, involve no civilian 
casualties, and cause no appreciable property damage—that is, 
if there has been no major invasion of the civilian domain— 
names and addresses of the military personnel may be withheld 
until such time as the next of kin can reasonably be expected to 
have received official notification of the accident. 


Army—AR 360-5, 23: 


b. In case of accidents outside the confines of installations of 
the Armed Forces- 

(1) If military personnel figure in accidents involving 
civilian or military automobiles, trains, commercial or 
private aircraft, or in any other types of accidents with 
the exception of (3) below, the names and addresses of the 
military personnel should be released immediately upon 
positive identification. 

(2) If the accidents involve military aircraft which crash in 
or upon the borders of cities or towns, or which cause civilian 
deaths or injuries or appreciable damage to property, the 
names and addresses of the military personnel should be 
released immediately upon positive identification. 

(3) If the accidents comune military aircraft which crash 
in localities remote from populated areas involve no civilian 
deaths or injuries and cause no appreciable property damage, 
names and addresses of military personnel may be withheld 
until such time as the next of kin can reasonably be expected 
to have received notification of the accident. 

(4) For the purposes of these regulations, an aircraft 
chartered by the Department of the Army for the exclusive 
use of the military, or by individual members of the Army 
for their exclusive use, will be considered to be military 
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aircraft and the releasing of information relative to casualties 
will be governed accordingly. 
Coast Guard—Public Information Simei September 18, 1951: 
(No distinction between on- and off-base; release of identifications 
delayed until after notification of next of kin.) 


B. PHOTOGRAPHS 


Navy—United States Navy Public Information Manual, article 0818 
(9): 

Photographs taken outside naval jurisdiction by civilian 
photographers are not normally subject to review by naval author- 
ity. Responsible commanders will exercise every precaution to 
prevent disclosure of classified information through photography 
outside of military reservations, since there is no Federal law 
which requires the submission of such photographs for review. 
In the event of possible compromise of military security through 
civilian photography outside of military jurisdiction, cognizant 
personnel are responsible for warning the individual(s) of the 
classified nature of the subject matter and requesting that (a) the 
poe not be taken, or if taken, (b) that the unexposed [sic] film 
ye turned over to the military authority having cognizance of 
the subject matter for security review. In the event civilian 
photographers do not comply with these requests, the nearest 
field office of the Federal Bureau of Investigation should be im- 
mediately notified and requested to take such legal action as they 
are authorized to protect the paramount interests of the Govern- 
ment. Under no circumstances shall naval personnel use any 
degree of force to prevent or otherwise interfere with civilian 
photographers obtaining pictures outside of naval jurisdiction.” 

Air Force—AFR 190-10: 4. Security: 

b. Outside Air Force Installations.—Military authority may 
not prohibit the taking of photographs or the making of photo- 
graphs and other forms of graphical representation. Air Force 
policy is limited to withholding consent. Military guards and 
officers will observe the following procedures: 

(1) Consent to take photographs will be withheld until it can 
be determined whether classified matter is present and exposed 
to view. Such determinations will be made as quickly as possible. 
When the military authority present determines that classified 
matter is not exposed to view, consent will be given for the 
taking of photographs by civilian photographers. 

(2) When the military authority present determines that classi- 
fied matter is exposed, the classified matter will be covered or 
removed. 

(3) When it is determined that classified matter is not exposed 
to view, consent will be given for the taking of photographs by 
civilian photographers. 

(4) When classified matter is found to be present and when it 
cannot be removed or covered, consent to take photographs or 
to make any photographs or other graphical representations will 
not be granted by the military authority present. In such 
instances, civilian photographers will be advised that the taking 
of pictures of classified material, without permission of appro- 
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priate military authority, is a violation of law (Act 25, June 1948, 
62 Stat. 737, 18 U.S. C. 795, 797). If, after this notification, 
the civilian photographer insists on taking a photograph: 

(a) Demand will be made that the photographic negative 
or plate be delivered to an officer entitled to receive the same. 

(b) The officer or noncommissioned officer in charge at 
- scene is hereby authorized to receive such negatives or 
pilates. 

(c) The photographer will be advised that failure to accede 
to this demand by willfully retaining the negative or plate 
and failing to deliver it to the officer or noncommissioned 
officer in charge at the scene, is a felony under ‘18 U. S. C. 
793 (e), punishable by a fine of not more than $10,000 or 10 

years’ imprisonment. 

(d) If the photographer fails to deliver the negative or 
plate, the nearest Federel Bureau of Investigation repre- 
sentative will be notified immediately; the photographer 
will be requested to remain until his arrival. A complete 
report * * * will be sent to Washington. 


Army—SR 360—5-15: 


3. Outside military installations.— 

a. Outside military installations within the continental United 
States, its Territories or possessions, military authorities will not 
prohibit or prevent the taking of photographs or the making of 
other forms of graphic representation of military personnel, 
equipment, or material. In such case, military personnel will 
observe the following procedures: 

(1) Consent to take photographs or to make other forms of 
graphical representation will be withheld until it can be deter- 
mined whether classified defense information or material is pres- 
ent and exposed to view. Such determinations will be made 
as quickly as possible. 

(2) In the event the military authority present determines 
that classified defense information or material is exposed, same 
will be covered or removed. 

(3) In the event it is determined that no classified defense 
information or material is exposed to view, consent will be given 
to the taking of photographs or the making of other forms of 
graphical representation by those desiring to do so. 

(4) In the event classified defense information or material is 
found to be present and same cannot be removed or covered, 
consent to take photographs or to make any other form of 
graphical representation will not be granted. In such event those 
desiring to do so will be advised that the taking of photographs, 
or the making of other forms of graphical representation, of 
classified defense information or material without permission of 
appropriate military authority is a violation of law. 

(5) If, after such notification, those desiring to do so insist upon 
taking a photograph or making some other form of graphical 
representation of military personnel, equipment, or material 
— to the national defense, the military authority concerned 

(a) Request that the photographic negative or plate or 
other product be delivered to the senior military person in 
charge of the scene. 
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(b) Advise those concerned that failure to accede to this 
request by willfully retaining the negative, plate, or product 
relating to the national defense and failing to deliver same to 
the officer or noncommissioned officer in charge at the scene 
is a felony under the provision of Title 18, section 793 (e) 
U.S. C., punishable by a fine of not more than $10,000 or 
10 years imprisonment, or both. 

(c) In the event of failure to deliver the negative, plate, 
or product, solicit the aid of local peace officers and promptly 
report the facts to his commanding officer who will, in turn, 
notify, by the fastest available means, the nearest field office 
of the Federal Bureau of Investigation for investigation as a 
possible violation of the statute referenced in (4) above. 
* * * Those concerned will be requested to remain until the 
arrival of local peace officers or the Federal Bureau of 
Investigation representative * * * 

b. It is emphasized that concerned personnel must determine 
as quickly as possible in each case whether classified equipment or 
material is exposed. Speed in making these determinations and 
in covering or removing any classified equipment or material 
found to be exposed, will effect the greatest possible safeguarding 
of defense information while, at the same time, meeting the needs. 
of representatives of the public information mediums. 

Coast Guard: No policy for off-base photography. 


II. On Base AccipENts 
A. POLICY ON NAMES 


Navy—United States Navy Public Information Manual, article 0603 = 

Accidents and Casualties —1. In all cases of accidents within 
the confines of installations of the Navy: 

(a) Public release of names and addresses of killed and injured 
military personnel may be withheld until such time as the next 
of kin can reasonably be expected to have received the official 
notification of the accident. 

(b) Every effort should be made, however, to release such 
names and addresses simultaneously with, or soon thereafter as 
possible, the release of the accident news itself, so as to remove 
or lessen the anxiety of relatives of other personnel on the installa- 


tion. 
Air Force—AFR 190-10: 5 (b) (1): 

Accidents on Air Force Installations.—(a) Names and addresses 
of killed or seriously injured military personnel will be withheld 
until the next of kin have received official notification of the acci- 
dent, or until 4 hours after the official notification has been dis- 
patched if the next of kin is notified, identification need not be 
withheld for simultaneous release. The names of noncasualties 
(seriously injured) will be released immediately. The telephone 
should be used when possible. 

(b) Every effort should be made to release such names, ages 
and addresses when news of the accident itself is released, or as 
soon thereafter as possible, to lessen the anxiety of relatives of 
other personnel on the installation. 
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(3) If press representatives secure positive identification of 
persons involved in a military accident from nonmilitary sources, 
military confirmation does not necessarily have to be withheld 
until next of kin have been officially notified. 


Department of Defense Directive 5410.1, October 22, 1952, IT: 


In all cases of accidents within the installations of the armed 
forces: 

A. Public release of names and addresses of killed or injured 
military personnel may be withheld until such time as the next 
of kin can reasonably be expected to have received the official 
notification of the accident; 

B. Every effort should be made, however, to release such names 
and addresses simultaneously with, or as soon thereafter as 
possible, the release of the accident news itself, so as to remove 
or lessen the anxiety of relatives of other personnel on the 
installation. 


Army—AR 360-5, 23: 


Release of information on nonbattle losses (accidents) occurring 
within the continental United States: The Department of the 
Army policy is to reduce the minimum overall delay between the 
time of an accident and the release of information to the press. 
a. In cases of accidents within the confines of installations of the 
Armed forces, public release of names and addresses of killed or 
injured military personnel may be withheld until such times as 
the next kin can reasonably be expected to have received the 
official notification of the accident. In order to allay the anxiety 
of relatives of other personnel of the installation, however, every 
effort will be made to release such names and addresses at the 
same time that the news of the accident itself is released, or as 
soon thereafter as possible. In cases where the identification of 
victims of an accident involving more than one person introduces 
a delay in notifying some of the nearest of kin concerned, the 
names and addresses of individuals killed or injured will be re- 
leased separately as notification is accomplished. 


Coast Guard—Public Information Manual, September 18, 1951: 


304. Casualty and Survivor Information (Coast Guard): 

A. When the Coast Guard is operating under the U.S. Treasury 
Department, the release of information concerning casualties of 
Coast Guard materiel and personnel shall be governed by the 
following: 

* xk * + * * * 

(2) In the matter of personnel casualties (such include not only 
dead, but wounded and missing) names and addresses of casual- 
ties shall not be released until the next of kin have been notified. 
If notification to next of kin is by telegram, casualty information 
shall not be released to the public until four (4) hours following 
the dispatch of the notification telegram. In cases of multiple 
casualties in any one incident where notification to next of kin of 
all persons involved will be delayed due to lack of information or 
identification of some individuals, partial release of the casualty 
list, as properly identified, may be made as security restrictions 
permit. 
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(3) The names and addresses of Coast Guard personnel who 
are survivors shall not be released until positive check and iden- 
tification have been accomplished. * * * Survivors shall be 
encouraged to contact their own families as soon as possible. * * * 

However: 


United States Coast Guard Personnel Manual (CG-—207): 


11-A-3 Release of names of casualties for publication: 

* * * Tn cases of multiple casualties when notification to the 
next of kin of all persons involved will be delayed due to lack of 
information or identification of some individuals, partial release 
of the names of casualties for publication will not be made without 
prior approval of Commandant (CPI). * * * 


B. PHOTOGRAPHS 


Navy—U. 5. Navy Security Manual, chapter 11: 

All photographs taken on board a Naval ship or aircraft or in 
any shore establishment by commercial photographers represent- 
ing public news media shall be submitted to the commanding 
officer, or other designated officer, for review. If such photo- 
graphs are determined to be classified, they shall be assigned an 
appropriate classification and forwarded, with all negatives and 
copies thereof, to the Secretary of the Navy (Chief of Informa- 
tion). All commercial negatives and prints shall remain under 
Naval jurisdiction until officially released. 

Air Force—AFR 190-10: 4. Security: 

a. Within An Air Force Installation. Guards may prevent all 
civilian photographs, including photos of accidents. Unless secu- 
rity considerations are involved, however, this authority should 
not be exercised over civilian photographers admitted under para- 
graph 138, b, AFR 205-1, April 19, 1957. [Last reference is: 
“United States citizens and foreign nationals who will not have 
access to classified information may be admitted to Air Force 
installations on the authority of the commander concerned. How- 
ever, they must not be allowed in any place where mere presence 
would afford them access to or knowledge of classified information] 

Army—SR 360-5-15: 

2. Within military installations.—Within military installations 
the taking of photographs or the making of other forms of graph- 
ical representation of whatsoever nature by civilians will be in 
accordance with applicable security and installation regulations. 
Such regulations may forbid all photography and the making of 
other forms of graphical representation within military installa- 
tions but this authority should not be exercised unless security 
considerations are involved. 

Coast Guard—Commandant’s instructions No. 6-57, February 11, 
1957: 

3. Policy. 

a. The principles herein set forth apply to all personnel, 
civilian or military, embarked on Coast Guard ships or aircraft or 
assigned to or visiting Coast Guard installations. 

‘* . + * * * * 


Ae paceogtapes: official or unofficial, are subject to 
screening for security clearance by the Commanding Officer. 
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The provisions of Chapter 11; ‘‘U. S. Navy Security Manual for 
Classified Matter (OPNAV Instruction 5510.1). as Amended for 
Coast Guard Use’’ are applicable. 

e. The interest of the Coast Guard is paramount in all photo- 
graphs taken of incidents carrying implications of national or 
official interest, including public information. All film exposed 
bY Coast Guard personnel, military or civilian, considered to be 
of official value shall be processed by the Coast Guard. * * * 

* * * * + * * 


g. In the case of civilians, particularly professional photog- 
raphers working for news media, prior arrangements will be 
made by the Commanding Officer before permission is granted 
such civilians to board ships, planes, or stations for photographic 
activities. Such arrangements should be clear and firm so as to 
provide, in return for services rendered, such reciprocity as will 
insure that the Coast Guard will be provided with dupes and copy 
negatives of photographs carrying implication of national or 
official interest if so desired by the Coast Guard for record 
purposes. 


XVII. Restrictions oN INFORMATION TO THE CONGRESS 


Increased Department of Defense restrictions on the availability 
of information to the Congress were discussed in House Report No. 
1884 (85th Cong., 2d sess., June 16, 1958, pp. 126-145). A claim by 
the Director of the International Cooperation Administration that he 
has authority to withhold from the Congress reports on the execution 
of foreign-aid projects is printed in section XIV—D of this report and 
discussed further in part B of this section. The restrictions imposed 
by the Department of Defense upon the availability of information 
to the General Accounting Office have been of continuing concern to 
the special Subcommittee on Government Information, and the latest 
developments are included herein. The Commerce Department order 
placing the Department’s General Counsel between congressional 
committees and knowledgeable officials of the\Commerce Department 
is an example of the tightened controls being imposed by executive 
departments upon the availability of information to the Congress. 


A. DEFENSE DEPARTMENT RESTRICTIONS ON THE GENERAL 
ACCOUNTING OFFICE 


The General Accounting Office is an arm of the Congress, respon- 
sible for keeping track of the expenditures of tax dollars. 
Section 313 of the Budget and Accounting Act states: 


All departments and establishments shall furnish to the 
Comptroller General such information regarding the powers 
duties, activities, organization, financial transactions, and 
methods of business of their respective offices as he may from 
time to time require of them; and the Comptroller General, 
or any of his assistants or employees, when duly authorized 
by him, shall, for the purpose of securing such information, 
have access to and the right to examine any books, docu- 
ments, papers, or records of any such department or estab- 
lishment. * * * 
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Early in 1956, the General Accounting Office accelerated its com- 
prehensive audit work in the Military Establishment. The delays 
and refusals encountered by the General Accounting Office in obtain- 
ing information necessary to its investigations were described in the 
November 20, 1957, and April 18, 1958, letters from the Comptroller 
General in reply to inquiries from the special Subcommittee on Gov- 
ernment Information (H. Rept. 1884, 85th Cong., 2d sess., exhibit 
1X-A, p. 216, and exhibit IX-C, p. 223). 

On July 8, 1957, the Department of Defense issued directive 5200.1, 
entitled ‘Safeguarding Official Information in the Interests of the 
Defense of the United States’ (hearings, special Subcommittee on 
Government Information, p. 3241). The directive imposed a series 
of restrictions on GAO access to classified information, including a re- 
quirement that GAO prove a “need to know.”’ Comptroller General 
Joseph Campbell, in reply to a subcommittee inquiry of October 14, 
1957, stated in a letter of November 20, 1957, that the directive was 
“incompatible” with GAO’s increased duties. On the same day, the 
Comptroller General appealed to the Secretary of Defense for removal 
of the restrictions. 

On January 14, 1958, Chairman William L. Dawson, House Com- 
mittee on Government Operations, called the attention of the chair- 
man of each committee and subcommittee of the House of Repre- 
sentatives to the restrictions imposed by the Department of Defense 
upon GAO. On January 16, 1958, the Committee on Government 
Operations, on the basis of hearings held by the Subcommittee on 
Executive and Legislative Reorganization, approved the following 
conclusions (H. Rept. 1281, 85th Cong., 2d sess., pp. 5, 6): 


The subcommittee concludes that since General Account- 
ing Office employees are cleared for top-secret security, there 
should be no restriction placed on their access to any classi- 
fied information. General Accounting Office’s “need to 
know”’ should be a matter for its own determination—not 
by the agency under review. Moreover, the subcommittee 
sees no justification for refusal by any/gency to make avail- 
able to General Accounting Office any internal report or 
working papers when requested to do so, 

The subcommittee recommends that the department or 
agency concerned rescind or modify any executive or depart- 
mental regulation, order, or directive which denies or im- 
pedes access to any information the Comptroller General or 
his representatives may determine they need to meet their 
responsibilities. 


On March 21, 1958, after negotiations with the Department of 
Defense, the Comptroller General agreed to proposed changes in 


directive 5200.1. e also agreed to a proposed new Department of 
Defense directive clarifying GAO access to records and documents in 
general. 


The proposed new directive stated in section III-B. 3: 


Budgets for any future fiscal year will not be released. 
Reports of non-Department of Defense agencies (including 
FBI reports) should not be released unless written consent 
of such agency has been obtained. Summaries of facts set 
forth in criminal or personnel vnvestigation reports (as dis- 
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tinguished from internal audit, inspection, examination, and 
survey reports) of the Inspector General and criminal inves- 
tigation organizations should, upon request, be prepared and 
furnished. If reasonable doubt arises as to access to the 
reports themselves, the matter may be immediately referred 
to the appropriate departmental Secretary or Assistant 
Secretary. [Italic added.] 


This section was patterned after a similar provision in the Army’s 
Guidelines Relative to General Accounting Office Comprehensive 
Audits of August 20, 1957, worked out after long negotiations between 
GAO and the Army and after GAO appeals to the Secretary of Defense 
and intervention by the chairman of the Senate Government Opera- 
tions Committee (see Comptroller General’s letter of April 18, 1958, 
to the special Subcommittee on Government Information, H. Rept. 
1884, 85th Cong., 2d sess., p. 223). 

The section in the proposed new directive agreed to by the Comp- 
troller General made it clear that Inspector General reports would be 
made available to GAO except for reports involving criminal or per- 
sonnel investigations, in which cases summaries would be prepared 
and made available. If a question arose as to access to criminal or 
personnel investigative reports, the matter would then be taken up 
with the departmental Secretary or Assistant Secretary concerned. 

Subsequent to the March 21, 1958, agreement, however, the Depart- 
ment of Defense made further changes in the proposed new directive. 

In House Report No. 1884 of June 16, 1958, the Committee on 
Government Operations, on the basis of the study made by the special 
Subcommittee on Government Information, concluded (p. 160): 


An example of the Department’s arrogant attitude toward 
the right of Congress to obtain information is the attempt to 
impose legally unsupportable restrictions on access to in- 
formation by the General Accounting Office—the major in- 
vestigating arm of Congress. Although the GAO has clear 
statutory authority to obtain information from the executive 
branch, the Defense Department attempts to force the 
agency to prove a “need to know,” and, in effect, tells the 
agency that Department officials will determine what 
information is ‘relevant’ for congressional purposes. 

+ * *« * * 


The Department of Defense has evolved a policy under 
which the Department is seeking to require the Congress to 
justify a ‘“‘need to know” and officials of the Department are 
claiming the right to determine what the Congress shall and 
shall not have. Such a policy is a serious threat to the 
proper functioning of the American form of government. 


Comptroller General Campbell, in a letter of June 26, 1958, to 
Secretary of ‘Defense Neil H. McElroy, said that the further changes 
in the general directive proposed by the Department of Defense were 
“not satisfactory.”’ He informed tlie Secretary: 


The changes in question are in paragraph III-B. 3 con- 
concerning the availability of reports of the Inspector General 
in the internal audit, inspection, examination, and survey 
areas, and in paragraph III-B. 4, relating to the furnishing 
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of information which would raise a questions as to whether 
the information may be furnished to a Member or a com- 
mittee of the Congress. 


The Comptroller General told the Secretary that the changes, if 
adopted by the Department of Defense, “will seriously impoe | the 
work of the General Accounting Office.” 

On July 9, 1958, the Department of Defense issued the proposed 
new directive No. 7650.1 entitled “Safeguarding Official Information in 
the Interests of the Defense of the United States.” The new directive 
contained the following two sections which Comptroller General 
Campbell had informed Secretary McElroy would “seriously impede’’ 
GAO’s work: 

III-B. 3: Budgets for any future fiscal year will not be 
released. Reports of non-Department of Defense agencies 
(including FBI reports) shall not be released unless the 
written consent of such agency has been obtained. Reports 
of the inspectors general and criminal investigation organiza- 
tions shall not be furnished except upon approval of the 
appropriate departmental Secretary. 

III-B. 4: When the same considerations exist as raise a 
question as to whether particular information may be 
furnished to a Member or committee of the Congress, no 
refusal to furnish such information shall be made until the 
matter has been submitted to the Secretary of the military 
department concerned or the Secretary of Defense. 


The new section III-B. 3 thus bars all Inspector General reports— 


not just those involving criminal and personnel investigations—from 
the GAO unless prior approval is obtained from the departmental 
Secretary in each separate instance. Furthermore, even the summary 
of any Inspector General report is not available until approval of the 
Secretary is obtained. 

The new section III-B. 4. raises a number of problems. It is tied 
in with the restrictions on information to the Congress contaired in 
Defense Department Directive 5400.4 of March 22, 1957. This 
directive in turn ties in with Department of Defense Directive 5200.6 
of March 22, 1957, which, in effect, permits virtually unlimited with- 
holding from the public. The subcommittee never was able to 
ascertain from Mr. Robert Dechert, Department of Defense General 
Counsel, the extent to which restrictions on information to the public 
also would be imposed on information to the Congress. The restric- 
tions of those two directives and their interrelationship are discussed 
in House Report No. 1884 (p. 126). 

On July 9, 1958, Mr. Robert Dechert testified before House Armed 
Services Subcommittee No. 6 on the Department’s policy toward 
GAO. In reply to Mr. Dechert’s testimony, Comptroller General 
C ampbell wrote to Chairman F. Edward Hébert, of Louisiana, on 
July 25, 1958, as follows, in part: 


Paragraphs III-B. 3. and 4. of Department of Defense 
Directive 7650.1, dated July 9, 1958, in substance provide 
that the reports of the inspectors general and any information 
on which a question exists as to being furnished to a Member 
or committee of Congress shall not be furnished except upon 
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approval of the appropriate departmental Secretary. In 
our opinion these restrictions could seriously hamper the 
General Accounting Office in performing its statutory 
responsibilities and will impede the performance of our work. 
Any information or factual data directly bearing on a program 
or activity subject to audit by the General Accounting 
Office should not be withheld or subjected to procedures 
designed to screen official documents, papers, or records by 
the authority or activity being audited. (emphasis supplied.] 





In a letter of July 31, 1958, to the special Subcommittee on Govern- 


ment Information, the Comptroller General explained the necessity for 


access to Inspector General reports: 





* * * Inspectors general have as a part of their respective 
missions and duties responsibility for conducting inspections, 
surveys, and examinations of the effectiveness of operations 
and overall efficiency of a command, installation, or activity. 
These functions may be performed on a periodic or special 
basis as directed by competent authority. The performance 
of these functions constitutes an important part of the process 
of management evaluations and internal reviews. They 
provide officials and appropriate personnel of authority with 
an independent appraisal of the effectiveness of operations 
and overall efficiency. Moreover, a very considerable part 
of the inspections and reviews made by the inspectors general 
involve reviews of procedures and policies and as such are an 
important segment of the internal reviews and control which 
the General Accounting Office, under section 117 (a) of the 
Budget and Accounting Act of 1950 is required to consider 
and recognize in determining the audit procedures to be fol- 
lowed in its reviews. 

The scope of inspection and survey programs of the in- 
spectors general is similar in character to much of that we 
have scheduled in requirements, procurement, supply man- 
agement, and research and development areas. For example, 
the programs of the Deputy Inspector General for Inspection 
of the Air Force covering the period July 1 to December 31, 
1958, include: (1) A survey of Air Force procurement methods 
(advertising versus negotiation) ; (2) a survey of procurement 
quantitative and qualitative program changes; (3) a survey 
of procurement of commercial communications and utility 
services; (4) a survey of contract cost overruns; (5) a survey 
of maintenance programs; (6) a survey of modification pro- 
grams; (7) a survey of the application of electronic data- 
processing systems and other like subjects. All of these 
subjects represent internal and management evaluations 
which would clearly be a part of “internal audit and control”’ 
within the meaning of section 117 (a) of the Accounting and 
Auditing Act of 1950. It is essential that such reports be 
made available to the General Accounting Office in order that 
we can evaluate the effectiveness of the department’s system 
of internal control and to preclude unwarranted and unneces 
sary duplication of effort in the internal audit and the inde- 
pendent review made by this Office. 
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There is no basis why reports on the subject of the types 
pointed out above should not be made available to the General 
Accounting Office unless the purpose is to delay or hamper the 
efforts of the Office to disclose all facts bearing upon the activity 
or area under audit. We believe that any departmental 
regulation denying to the General Accounting Office access to 
any report relating to “internal audit and control” is con- 
trary to law. [Emphasis supplied.] 


On July 9, 1958, the Department of Defense also issued an amend- 
ment to directive 5200.1, eliminating the ‘‘need to know’’ requirement 
for GAO access to classified information. The amendment, however, 
states that access shall be granted to GAO when the information 


sought is “relevant,’’ under terms of directive 7650.1. The amend- 
ment states: 


D. To Representatives of the General Accounting Office: 

Representatives of the General Accounting Office shall 
be granted access to classified defense information originated 
by and in possession of organizations of the Department of 
Defense when such information is relevant to the perform- 
ance of the statutory responsibilities of that office as outlined 
in Department of Defense Directive 7650.1. 


When use of the word “relevant”? was proposed, the subcommittee 
asked the Comptroller General whether he or the Department of 
Defense would decide what was “relevant.’”’ In reply, Comptroller 
General Campbell stated (H. Rept. 1884, p. 226): 


As a practical matter, it is our understanding that the 
question of relevancy will be primarily for our determination, 
but we will be expected to have a reasonable basis for such 
determination. 


Comptroller General Campbell’s letter of June 26, the new directive 
7650.1, the July 9, 1958, amendment to directive 5200.1, and the 
Comptroller General’s letter of July 31, 1958, follow: 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., June 26, 1958. 
B-107366, B-134192. 
The honorable the Secretary of Defense. 

Dear Mr. Secretary: For a period of several months discussions 
have been carried on between representatives of the Department of 
Defense and representatives of the General Accounting Office con- 
cerning proposed directives to be issued by the Department of Defense 
dealing with access to defense information by the General Accounting 
Office. 

Our respective representatives reached an understanding on March 
7, 1958, and by letter dated March 14, 1958, the Assistant Secretary of 
Defense (Comptroller) sent to us drafts of the proposed directives 
requesting Our comments or concurrence. By letter dated March 21, 
1958, we advised the Assistant Secretary that except for a technical 
change, the proposed directives were satisfactory, it being understood 
that should any situation arise in the future which would make the 
proposed revised procedures unworkable, in that the General Ac- 
counting Office would be impeded in carrying out its duties and respon- 
sibilities, we would have to insist that the procedures be reconsidered. 
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The directives were not issued and on June 5 and June 17, 1958, 
representatives of the Department of Defense discussed with us 
further changes in the directive dealing with access to information 
generally. At these meetings, the Department representatives were 
advised that the changes proposed were not satisfactory to the 
General Accounting Office. 

The changes in question are in paragraph III-B. 3. concerning the 
availability of reports of the Inspector General in the inte nal audit, 
inspection, examination, and survey areas, and in paragraph III-B. 4. 
relating to the furnishing of information which would raise a question 
as to whether the information may be furnished to a Member or a 
committee of the Congress. 

We wish to make it clear that our letter of March 21, 1958, to the 
Assistant Secretary of Defense (Comptroller) concerning the prior 
proposed directives is not to be construed in any way as an approval 
or concurrence in the changes recently discussed with us. While we 
understand that the changes have not been finally adopted by the 
Department of Defense, we believe that if the directive is issued with 


the changes included it will seriously impede the work of the General 
Accounting Office. 


Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


JuLy 9, 1958. 
DEPARTMENT OF DerensE DrrectTIvEe No. 7650.1 


Subject: General Accounting Office Comprehensive Audits. 

References: (a) DOD Directive 5200. 1, Safeguarding Official Informa- 
tion in the Interests of the Defense of the United States; (6) DOD 
Directive 5400.4, Provision of Information to the Congress. 


I, PURPOSE 


To explain the General Accounting Office comprehensive audit 
program and to prescribe policy for the guidance of representatives 
of the Department of Defense and components thereof in their 
relationships with General Accounting Office representatives engaged 
in carrying out the statutory audit responsibilities of the Comptroller 
General. 


Il. GENERAL ACCOUNTING OFFICE COMPREHENSIVE AUDIT PROGRAM 


A. General scope 


The General Accounting Office has broad authority for conducting 
audits and investigations in the executive departments and agencies. 
The purpose of this authority is to enable the Comptroller General, 
as an agent of the Congress, to determine how each agency under audit 
discharges its financial responsibilities. In this connection, the 
financial responsibilities of an agency are to be construed as includin 
the expenditure of funds and the utilization of property and petsonne 
in the furtherance only of authorized programs or activities in an 
effective, efficient, and economical manner. Comprehensive audits 
will be directed only to the nontactical operations of the Department 
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of Defense. Primarily, the effort by the General a Office 
n 


auditors will be for the purpose of evaluating the results of financial 
management within the Department of Defense and components, 
thereof. 


B. Basic statutory authority 


Section 313 of the Budget and Accounting Act of 1921 (31 U.S. C. 
54) provides that “All departments and establishments shall furnish 
to the Comptroller General such information regarding the powers, 
duties, activities, organization, financial transactions, and methods of 
business of their respective offices as he may from time to time require 
of them; and the Comptroller General, or any of his assistants or 
employees, when duly authorized by him, shall, for the purpose of 
securing such information, have access to and a right to examine any 
books, documents, papers, or records of any such department or 
establishment * * *.” 


CO. Performance of comprehensive audits 

The General Accounting Office is performing as many audits as 
possible at the sites of operations. These audits, which are on a 
comprehensive basis, are performed by personnel from the various 
General Accounting Office regional offices, overseas offices, and the 
Defense Accounting and Auditing Division in Washington, D. C., 
and Dayton, Ohio. The regional offices are in 19 locations in the 
United States. 
D. Approach to comprehensive audits 


General Accounting Office audits are designed to provide a com- 
prehensive review of Government agencies and their activities. The 
extent of detailed examination work in such audits is determined by 
the adequacy of the management control exercised by the agency 
under audit. In order to evaluate internal management controls, 
General Accounting Office personnel examine the history, purpose, 
authorities, organization, activities, policies, and procedures of an 
agency and its component activities, and then review the operating 
results in the light of the intended purpose and authorities. In 
making an evaluation of internal control, representatives from the 
General Accounting Office will necessarily perform various audit 
steps such as reviewing, analyzing, and testing accounting and 
operating data, property records, data in support of budgetary state- 
ments, and other supporting evidence covering the agencies’ activities. 
The results of comprehensive audits will be covered by reports which 
will be made available to the head of the agency involved. 


E. Evaluation of internal controls and internal review activities 


Section 117 (a) of the Accounting and Auditing Act of 1950 (31 
U.S. C. 67) provides that, in the determination of auditing procedures 
to be followed and the extent of examination of vouchers and other 
documents, the Comptroller General shall give consideration to the 
effectiveness of accounting organizations and systems, internal audit 
and control, and related administrative practices of the respective 
agencies. Pursuant to the foregoing, the General Accounting Office 
audits will be conducted in full recognition of all internal review 
activities and will evaluate their effectiveness and eliminate the neces- 
sity for duplicating much of their efforts. The General Accounting 
Office intends, as part of its comprehensive audit procedure, to review 
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the internal audit work accomplished within the Department of 
Defense. This review will serve to enable the General Accounti 
Office to evaluate the effectiveness of internal audit and control an 
thereby minimize its effort devoted to detailed review of installation 
activities. To the extent that the internal audit program has been 
the successful and effective aid to management which it is designed to 
be, a corresponding reduction in the disruption of normal operations 
at ae installation or activity by the General Accounting Office should 
result. 














































Ill. 





POLICIES AND ACTION 


A. eee to be accorded representatives of the General Accounting 
€ 

Representatives of the General Accounting Office will inform the 
agency and installation concerned of any proposed audit and its con- 
templated scope. Officials of all levels within the Department of 
Defense and components thereof shall cooperate fully with the General 
Accounting Office representatives in order to facilitate the audit work. 
Care should be taken to assure that proper working space and facilities 
are provided, as well as timely assistance in making necessary informa- 
tion, records, and personnel available. 


B. Access to records and release of records and reports 


1. In accordance with the provisions of the Budget and Accounting 
Act of 1921 (see II-B, hereof), authorized representatives of the 
General Accounting Office shall be given access to, and allowed to 
examine, such records as are necessary to permit them to carry out 
their duties and responsibilities. 

2. Internal audit reports of the military department audit organiza- 
tions and associated working papers shall be made available, as re- 
quested, to the General Accounting Office representatives by the audit 
agency where such reports and working papers are maintained and 
filed. Supplementary data and information with respect to findings 
and recommendations contained in audit reports, management’s posi- 
tion with respect thereto, corrective action to be taken, etc., shall be 
furnished as requested. Departmental procedures may provide for 
supplying such supplementary data, when available, concurrent with 
the release of the audit reports, or as soon thereafter as practicable. 

3. Budgets for any future fiscal year will not be released. Reports 
of non-Department of Defense agencies (including FBI reports) shall 
not be released unless the written consent of such agency has been 
obtained. Reports of the Inspectors General and criminal investiga- 
tion organizations shall not be furnished except upon approval of the 
appropriate departmental Secretary. Such reports may be sum- 
marized and the summaries, upon request, may be furnished with the 
approval of the appropriate departmental Secretary. 

4. When the same considerations exist as raise a question as to 
whether particular information may be furnished to a Member or 
committee of the Congress, no refusal to furnish such information 
shall be made until the matter has been submitted to the Secretary 
of the military department concerned or the Secretary of Defense. 
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IV. IMPLEMENTATION 


Implementing regulations of the respective military departments 
shall be submitted to the Secretary of Defense for approval within 
90 days from the date hereof. 


V. EFFECTIVE DATE 


This directive is effective immediately. 
New McE roy, 
Secretary of Defense. 





DEPARTMENT OF DEFENSE DIRECTIVES SYSTEM TRANSMITTAL 


No.: 5200.1-Ch 3. 

Date: July 9, 1958. 

Distribution: 5200. 

Attachments: Revised pages 21 through 24 of enclosure 1; revised 
appendix (3), page 1 of enclosure 1. 


INSTRUCTIONS FOR RECIPIENTS 


The following page changes to enclosure 1 of DoD Directive 5200.1, 
“Safeguarding Official Information in the Interests of the Defense of 
the United States,” July 8, 1957, have been duly authorized: 

Page changes to enclosure 1 

1. Remove: Pages 21 through 24. Insert: Attached pages 21 
through 24. 

2. Remove: Appendix (3), pages 1 through 3. Insert: Attached 
appendix (3), page 1. 

Changes appear on pages 21 and 22 and are indicated by asterisks 
at beginning and end. 

Maurice W. Rocue, 


Admimnastrative Secretary. 
[P. 21] 


incorporate positive instructions against unlawful disclosures of classi- 
fied information. Similar positive procedures are required in the cases 
of military personnel retiring and separating from the service. 


B. TO CONGRESS 


Dissemination of classified defense information to Congress, its com- 
mittees, members, and staff representatives shall be in accordance with 
reference (0). 


Cc. TO THE GOVERNMENT PRINTING OFFICE 


In order to efficiently utilize the most appropriate Government 
facilities for large-scale reproduction of Department of Defense printed 
materials, arrangements have been made with the Government Print- 
ing Office whereby material of all classifications may be processed by 
that facility.- The specific conditions under which classified defense 
information is disseminated to the Government Printing Office are set 
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forth in the Department of Defense-Government Printing Office 
security agreement, appendix 2. 
* * * 


D. TO REPRESENTATIVES OF THE GENERAL ACCOUNTING OFFICE 


Representatives of the General Accounting Office shall be granted 
access to classified defense information originated by and in possession 
of organizations of the Department of Defense when such information 
is relevant to the performance of the statutory responsibilities of that 
office as outlined in Department of Defense Directive 7650.1. 


1. Certification of the degree of security clearance granted and the basis 
for such clearance by one of the officials listed in appendiz 3 

Officials of the General Accounting Office as designated in appendix 
3, are authorized to certify security clearances of General Accounting 
Office representatives. Certifications will be made by these officials 
pursuant to arrangements with the Department of Defense and the 
military department concerned. The General Accounting Office has 
adopted Department of Defense standards for granting personnel 
security clearances. 


2. Identification of General Accounting Office personnel by credential 
cards or personal recognition 
The official credential cards issued by the General Accounting Office 
to its personnel are acceptable for identification purposes. 


[p. 22] 
3. Additional safeguards 

(a) The Comptroller General has agreed to hold each individual 
of the General Accounting Office to whom classified information is 
disclosed personally responsible for its proper safeguarding. 

(b) The Comptroller General has agreed to establish a system for: 
insuring the proper safeguarding of classified matter received, at least 
equal to that prescribed in Executive Order 10501, and has agreed to 
obtain prior approval from the cognizant military department or other 
Department of Defense agency having cognizance in the matter under 
consideration before dissemination outside the General Accounting 
Office. 


* * *. 


[p. 23] 


Part 5. Protection oF InrorMaTIon Recetvep From 
INTERNATIONAL SOURCES 


I. General procedures 


Section 3 (e) of Executive Order 10501 requires that defense in- 
formation of a classified nature furnished to the United States by a 
foreign government or international organization shall be assigned a 
classification which will assure a degree of protection equivalent to or 
greater than that required by the government or international organ- 
ization which furnished the information. The detailed procedures 
for the protection of information received from international sources 
are set forth in othéer‘directives relating tothe specific source of the 
information concerned. 
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II. Use of ‘‘Confidential—Modified handling authorized” 

Information received from NATO, SEATO, or the Baghdad Pact 
Organization or friendly foreign nations and classified ‘“Restricted’’ 
by them shall be designated ‘“Confidential—Modified Handling 
Authorized”’ in accordance with part 3 of these instructions. 


{Appendix 3] 


List oF GENERAL AccouNTING Orrice OrFricIALs AUTHORIZED To 
Certiry Securtry CLEARANCES 


Accounting and auditing organizations: 
Directors. 
Deputy Directors. 
Associate Directors. 
Assistant Directors. 
Regional Managers: 
Boston, Mass. 
New York, N. Y. 
Philadelphia, Pa. 
Richmond, Va 
Atlanta, Ga. 
Detroit, Mich. 
Cleveland, Ohio. 
Cincinnati, Ohio. 
Chicago, Ill. 
St. Louis, Mo. 
New Orleans, La. 
St. Paul, Minn. 
Kansas City, Mo. 
Dallas, Tex. 
Denver, Colo. 
Seattle, Wash. 
Portland, Oreg. 
San Francisco, Calif. 
Los Angeles, Calif. 
Director, European Branch. 
Director, Far East Branch. 
Other GAO organizations: 
Director, Claims Division. 
Director, Division of Personnel (or the Acting Director in the: 
absence of the Director). 
Director, Transportation Division. 





CoMPTROLLER GENERAL OF THE UNITED Starzs, 


Washington, D. C., July 31, 1958. 
B—107366; B—120810; B—134192. 


Hon. Joun E. Moss, 
Chairman, Special Government Information Subcommittee,’ Com- 
mittee on Government Operations, Hous? of Repr:sentatives. 


Dear Mr. Cxarrman: In accordance with the request of Mr. Paul 
Southwick of the staff of your subcommittee, we are enclosing a copy 
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of letter dated April 25, 1958, from the Director, International 
Cooperation Administration, to the Comptroller General concernin 
ICA evaluation reports, and the Comptroller General’s reply dated 
May 1, 1958. 

Also, Mr. Southwick requested information as to why the General 
Accounting Office felt it should have unrestricted access to Inspectors 
General reports, other than those dealing with criminal or personnel 
investigation matters, a point which was not resolved satisfactorily 
with the issuance of Department of Defense Directive 7650.1, dated 
July 9, 1958. 

In the negotiations that took place prior to the issuance of Depart- 
ment of Defense Directive 7650.1, the General Accounting Office 
recognized that certain of the functions of the Inspectors General, 
such as criminal and personnel investigations, are of a confidential 
nature and therefore agreed to accept summaries of facts contained 
in such reports to the extent they were needed in connection with 
its work during our discussions of the Army guidelines issued in 
1957, and discussions of the earlier drafts of the Department of 
Defense directive. However, Inspectors General have as a part of 
their respective missions and duties responsibility for inaction 
inspections, surveys, and examinations of the effectiveness of opera- 
tions and overall efficiency of a command, installation, or activity. 
These functions may be performed on a periodic or special basis as 
directed by competent authority. The performance of these functions 
constitutes an important part of the process of management evalua- 
tions and temal reviews. They provide officials and appropriate 
personnel of authority with an independent appraisal of the effective- 
ness of operations and overall efficiency. Moreover, a very considera- 
ble part of the inspections and reviews made by the Inspectors General 
involve reviews of procedures and policies and as such are an important 
segment of the internal reviews and control which the General Account- 
ing Office, under section 117 (a) of the Budget and Accounting Act 
of 1950 is ‘required to consider and recognize in determining the audit 
procedures to be followed in its reviews. 

The scope of inspection and survey programs of the Inspectors 
General is similar in character to much of that we have scheduled in 
requirements, procurement, supply management, and research and 
development areas. For example, the programs of the Deputy In- 
spector General for Inspection of the Air Force covering the period 
July 1, to December 31, 1958, include (1) a survey of Air Force pro- 
curement methods (advertising versus negotiation), (2) a survey of 
procurement quantitative and qualitive program changes; (3) a survey 
of procurement of commercial communications and utility services; 
(4) a survey of contract cost overruns; (5) a survey of maintenance 
programs; (6) a survey of modification programs; (7) a survey of the 
applic ation of electronic data processing systems and other like sub- 
jects. All of these subjects represent internal and management 
evaluations which would clearly be a part of “internal audit and 
control” within the meaning of sec. 117 (a) of the Accounting and 
Auditing Act of 1950. It is essential that such reports be made 
available to the General Accounting Office in order that we can 
evaluate the effectiveness of the Department’s system of internal 
control and to preclude unwarranted and unnecessary duplication of 
effort in the internal audit and the independent review made by this 


Office. 
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There is no basis why reports on the subject of the types pointed out 
above should not be made available to the General Accounting Office 
unless the purpose is to delay or hamper the efforts of the Office to 
disclose all facts bearing upon the activity or area under audit. We 
believe that any departmental regulation denying to the General 
Accounting Office access to aény report relating to “internal audit and 
control’”’ is contrary to law. 

If there is any further information desired by your subcommittee, 
please do not hesitate to communicate with us. 

Sincerely yours, 











Comptroller General of the United States. 


B. INTERNATIONAL COOPERATION ADMINISTRATION RESTRICTIONS ON 
THE GENERAL ACCOUNTING OFFICE 


Because of complaints about the withholding of information about 
foreign aid contracts, the subcommittee inquired about the policies 
of the International Cooperation Administration which, under the 
State Department, handles those contracts. On April 15, 1958, Mr. 
James H. Smith, Jr., Director of ICA, informed the subcommittee 
that he claimed the authority to determine what information about 
foreign aid contracts should be withheld from the Congress. (See 
sec. XIV_D.) 

As a result of Mr. Smith’s attitude, the subcommittee inquired 
about the experiences of the General Accounting Office in obtaining 
information from ICA. 

On August 15, 1957, Comptroller General Joseph Campbell wrote 
to Mr. John B. Hollister, then Director of ICA, requesting that reports 
prepared by the assistant to the Director (ICA) for Evaluation be 
made available to the GAO. Comptroller General Campbell informed 
Mr. Hollister that: 


As a practical matter, the lack of access to the ICA 
evaluation would probably mean that some of your most 
significant information would not be available to us * * *. 


On August 30, 1957, Mr. Hollister replied that the evaluation 
reports ‘‘cover basic overall ICA program objectives and content and 
seek to answer the fundamental question, ‘Do ICA programs effec- 
tively carry out United States foreign policy objectives in the particu- 
lar country?’ ”’ Mr. Hollister reftntl GAO access to the reports. 

On April 25, 1958, ICA Director Smith refused GAO access to 
evaluation reports on the aid program in Taiwan. Mr. Smith in- 
formed the Comptroller General that he agreed with his predecessor, 
Mr. Hollister, that “‘these personal and confidential reports to the 
Director of ICA should be made available only to a restricted few in 
the executive branch.” 

On May 1, the Comptroller General informed Mr. Smith that the 
reports which had been refused were ‘‘necessary to our audit work, 
and therefore should be available to us.”” He stated further that in 
view of Mr. Smith’s refusal he had no other alternative but to report 
Mr. Smith’s action to the Congress. 

The pertinent correspondence follows. 


29820 O—58 —13 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 15, 1957. 
B-120810. 
Hon. Joun B. Houuister, 
Director, International Cooperation Administration. 


Dear Mr. Ho.uutster: It is understood that there have been 
several discussions between representatives of our respective staffs 
concerning the availability to the General Accounting Office of reports 
prepared by the Office of the Assistant Director for Evaluation, 
International Cooperation Administration. Also, we have been 
apprised of the memorandum for the executive staff dated June 18, 
1957, stating the reasons for limited distribution of evaluation reports. 

Based on our examination of earlier evaluation reports, which were 
prepared within ICA before this function was assigned to the assistant 
to the Director for Evaluation, it is our opinion that these reports 
are in a broad sense in the nature of, and supplementary to, internal 
audit reports and, therefore, should be available for examination by 
the General Accounting Office. 

Section 117 (a) of the Budget and Accounting Procedures Act of 
1950, provides: 

“Except as otherwise specifically provided by law, the financial 
transactions of each executive, legislative, and judicial agency 
including but not limited to the accounts of accountable offic ers, shall 
be audited by the General Accounting Office in accordance with such 
principles and procedures and under such rules and regulations as 
may be prescribed by the Comptroller General of the United States. 
In the determination of auditing procedures to be followed and the 
extent of examination of vouchers and other documents, the Comptrol- 
ler General shall give due regard to generally accepted principles 
of auditing, including consideration of the effectiveness of accounting 
organizations and systems, internal audit and control, and related 
administrative practices of the respective agencies.” 

This authority for the Comptroller General to determine the scope 
and manner in which the audits will be conducted recognizes their 
comprehensive nature. It also imposes upon us a responsibility to 
conduct these audits in the best and most expeditious manner. You 
will note that we are specifically required, in determining our audit 
procedures, to consider among other things the ‘‘* * * internal audit 
and control, and related administrative practices * * *.”’ 

Section 313 of the Budget and Accounting Act of 1921 contains the 
legislative requirement for the departments and agencies to furnish 
information and grant access to their records as follows: 

‘‘All departments and establishments shall furnish to the Comp- 
troller General such information regarding the powers, duties, activi- 
ties, organization, financial transactions, and methods of business of 
their respective offices as he may from time to time require of them; 
and the Comptroller General, or any of his assistants or employees, 
when duly authorized by him, shall, for the purpose of securing such 
information, have access to and a right to examine any books, “docu- 
ments, papers, or records of any such department or establish- 
ver 

The foregoing provisions and their legislative backgrounds clearly 
contemplate that the General Accounting Office shall conduct com- 
prehensive audits and give consideration to agency internal audits 
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and controls in making such audits. Also, that the Office shall have 
access to any information and records as may be required by the 
Comptroller General. We believe you will agree that the independent 
audit contemplated requires that all available information pertinent 
to any matter under study be considered. Such information is 
necessery to essure thet our findings end reports will be as complete, 
accurate, and objective as possible and will thus be of maximum 
usefulness to interested officials and agencies concerned. 

As a practical matter, the lack of access to the ICA evaluation 
reports would probably mean that some of your most significant infor- 
mation would not be available to us, and that the lack of this informa- 
tion would preclude adequate recognition of your internal audit 
and review work when we are planning and carrying out our own 
audits. This would result in unnecessary duplication of audit 
effort and in some cases will impose a dual burden on your operating 
personnel in having to undergo similar reviews by two groups. Nor- 
mally, we utilize your internal audit and review work as much as 
possible and supplement it only to the extent we consider necessary. 

With reference to the reasons stated in memorandum of June 18, 
1957, concerning the limited distribution of the evaluation reports, 
the General Accounting Office has always recognized its responsibility 
to avoid improper release of information. As you know, draft copies 
of reports which resuli from our normal audit activities have in the 
past been made available to the International Cooperation Admin- 
istration for review and comment prior to their release. This pro- 
cedure has been found to be satisfactory by various officials of the 
International Cooperation Administration and has resulted in the 
expeditious consideration and adoption of many important recom- 
mendations. We expect to continue this process and it will afford 
ample opportunity to avoid inappropriate release of information. 

In view of the foregoing, it is requested that instructions be issued 
making reports prepared by the Assistant to the Director for Evalua- 
tion available to General Accounting Office personnel. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., August 30, 1957. 
The CompTRoLLER GENERAL OF THE UNITED STATEs. 


Dear Mr. CampsBe.tu: I have your letter of August 15, 1957, 
requesting that the reports prepared by our assistant to the Director 
for Evaluation be made available to General Accounting Office 
personnel. 

My decision that it is necessary to restrict distribution of the 
evaluation reports came before any of them were prepared and long 
before your request. I felt that I could not get the type of forthright 
study and candid comment on the validity and effectiveness of our 
aid program, both military and economic, as an instrument of our 
foreign policy absolutely necessary to the head of this agency without 
making this decision in advance and adhering to it. 
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Your letter indicates that your request perhaps is based on a 
misconception of the nature of the reports. You refer to “earlier 
evaluation reports’? supplementary to internal audit reports. The 
latter we make available to the GAO as a matter of course. The 
reports now in question are of a different nature and for a different 
purpose and are not intended to be supplementary to the internal 
audit reports. 

The evaluation reports cover basic overall ICA program objectives 
and content and seek to answer the fundamental question, ‘Do 
ICA programs effectively carry out United States foreign-policy 
objectives in the particular country?” They do not directly concern 
financial operations and transactions. We have provided separate 
and distinct mechanisms and procedures for this latter purpose and 
such reports are available to you. 

It is my belief that the statutory provisions you cite are not 
directed at reports which essentially concern foreign policy and the 
basic means of implementing it, but relate rather to materials concern- 
ing financial transactions and business methods. As stated in title 
31, United States Code, section 65 (d) the General Accounting Office, 
as an agent of Congress, is entitled to information “‘* * * directed: 
at determining the extent to which accounting and related financial 
reporting fulfill the purposes specifiea, financial transactions have 
been consummated in accordance with saws, regulations, or other 
legal requirements, and adequate internal financial control over 
operations is exercised, and afford an effective basis for the settlement 
of accounts of accountable officers.” I do not believe that the evalu- 
ation reports fall within the reach of this provision. 

You have recently indicated your agreement with this view in 
testimony concerning the ICA program in Korea before the House 
Foreign Affairs Committee (hearings before the House Foreign Affairs 
Committee on the executive branch proposed draft bill to amend the 
Mutual Security Act of 1954, pt. VI, p. 1144): 

‘‘We would stress the point that our examination was directed to a 
critical analysis of the financial management of selected segments of 
the program. 

“Since the objectives of the program are predominantly military 
and political in character, it is not within our province to evaluate 
the accomplishments of the program in terms of these objectives.”’ 

There are repeated statements to this effect from you and other 
representatives of the General Accounting Office at other points in 
these hearings. (See, for example, pp. 16-17, 20, 109, 1159, 1162.) 

I believe that it is in the public interest to keep the distribution of 
these reports limited to certain specific officers within the executive 
branch. They are reports to me from personnel in my immediate 
office. They contain confidential opinions and tentative recom- 
mendations on a wide variety of matters affecting foreign policy. 
They are in no way definitive or final statements or decisions of this 
agency or the United States Government. 

That the Congress itself recognized the sensitive nature of mutual 
security operations and the undesirability of a mandatory requirement 
to turn over all documents of every nature to that body was indicated 
during the debates on the Mutual Security Act of 1956, when a pro- 
vision making such requirement was debated and defeated by a sub- 
stantial margin. (See debates on the Hardy amendment, vol. 102, 
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pt. 7, Congressional Record, 84th Cong., 2d sess., pp. 9906-9910, June 
8, 1956.) 

{ think you know that during my term as Director of ICA, and, 
indeed, from the viewpoint of a former Member of Congress, it has 
been my firm policy to keep the Congress and General Accounting 
Office fully informed, and that I have given access to your office to 
all of our operating files for your immediate use in the course of GAO 
audits. 

However, this is one of those few rare cases where I believe I should 
exercise the executive privilege of withholding a report. I believe it 
is essential to do so in order to assure myself that I will obtain the 
type of report necessary to guide me in carrying out my responsibility 
to the President and to the Secretary of State in formulating basic 
policy for ICA. The Department of State fully concurs with this 
decision. 

Yours very sincerely, 
Joun B. Houiister. 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., April 25, 1958. 
The CompTROLLER GENERAL OF THE UNITED STATES. 

Dear Mr. CampBeE.t: Mr. John Murphy, the Controller of ICA, 
has brought to my attention the draft GAO report on Taiwan in which 
the authors twice (pp. 4b and 4c, 46 and 47) present arguments as to 
why GAO should le permitted to have access to ICA evaluation 
reports. 

1 have reviewed the letter on this subject which you wrote to my 
predecessor, Mr. Hollister, on August 15, 1957, and his reply to you, 
dated August 30, 1957. I have reached the same conelusion he did— 
that these personal and confidential reports to the Director of ICA 
should be made available only to a restricted few in the executive 
branch. The facts and information they contain which would be 
relevant to your examination are already available to you in our files 
and audit reports, to which your staff is given full access. What they 
contain, in addition, consists of the personal opinions, observations, 
reactions, recommendations and conclusions of the two men who 
write the reports. This latter material is intended to stimulate 
thought and to suggest new ideas and ways of attacking some of our 
difficult problems. As such it has no standing except as the opinions 
of the two evaluation officers, and, in fact, many of the recommenda- 
tions are rejected during the process of the careful review through 
which the reports are put. We could not properly ask these officers 
to express their personal views with such com fete candor as we do if 
they were not assured that their reports would be held most closely 
and not be available outside the small circle of people in the executive 
branch who need to have access to them. Thus if there were any 
likelihood that this protection would be withdrawn, we feel that the 
character of this work would change substantially and that we would 
defeat the basic objective of these studies. This would be truly 
unfortunate, since they are making it possible for us to improve our 
operations in important respects and are valuable in stimulating 
thought and action and im overcoming the tendency, always present 
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in a large organization, to keep on doing things in the same old way 
because it is easier to do so than to make the effort to change. 

In view of these considerations, I could not follow any other course 
than that of refusing, on the ground that they are privileged docu- 
ments, to make the evaluation reports available to your office. I hope 
you will agree with me, therefore, that it would serve no useful pur- 
pose but, on the contrary, would only stir up a fruitless controversy 
between the legislative and executive branches of the Government, to 
include the material to which I have referred in your report to the 
Congress. 

I am eager to make clear to you why it would be harmful to the 
effectiveness of our program to make these reports available to your 
office,?and would be glad to discuss the matter further with you per- 
sonally. 

Sincerely yours, 


J. H. Smita, Jr. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 1, 1958. 


B-120810. 
Hon. J. H. Situ, Jr., 
Director, International Cooperation Administration. 

Dear Mr. Smitu: Reference is made to your letter of April 25, 
1958, concerning the proposed comments in our draft report on the 
economic and technical assistance program to the Government of the 
Republic of China (Taiwan) relating to the refusal of the International 


Cooperation Administration to make available ICA evaluation reports 
to the General Accounting Office. 

We have considered the reasons set forth in your letter of April 25 
for not making ICA evaluation reports available for examination by 
the General Accounting Office. We are of the opinion that the 
evaluation reports are necessary to our audit work, and therefore 
should be available to us. The reasons for this position are fully 
stated in our letter of August 15, 1957, to the former Director, In- 
ternational Cooperation Administration. 

Since it is the decision of the International Cooperation Adminis- 
tration that the reports will not be made available, we have no 
alternative but to report the matter to the Congress. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


C. DEPARTMENT OF COMMERCE RESTRICTIONS ON CONGRESSIONAL 
CONTACTS 


Early in 1958, the special Subcommittee on Government Informa- 
tion became aware that legitimate congressional requests for informa- 
tion directed to informed and responsible officers of the Commerce 
Department were being referred more and more frequently to the 
office of the Department’s General Counsel. Concerned with the time- 
consuming effects of this practice, the subcommittee investigated the 
situation. 
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The subcommittee discovered that the following directive had been 
issued within the Department: 
JANUARY 13, 1958. 
Re appearances before congressional committees. 
To: Dr. Robert W. Burgess, director, Bureau of Census. 
From: Assistant Secretary Frederick H. Mueller. 


Appearances either formally or informally before congressional 
committees or their staffs should be cleared with the General Counsel’s 
Office. 

It is advisable that a member of our legal staff be included at all 
such appearances. 

Also to BDSA, OBE, field services, OTS, and area development. 

In answer to the subcommittee’s inquiry on the matter, the Depart- 
ment’s General Counsel, Mr. Frederick C. Nash, replied that a 
Department regulation set up his office as a clearinghouse for legisla- 
tive liaison to promote “prompt, efficient, and helpful service to 
Members of Congress, committees, and committee staffs.’ 

On May 29, 1958, the subcommittee asked Mr. Nash five specific 
questions on the extent, applicability, timeliness, and statutory 
authority for the memo and the Department regulation cited in its 
support. Since the Department’s reply failed to answer fully the 
subcommittee’s questions, a further inquiry repeated the request for 
statutory authority to establish the administrative barrier to con- 
gressional information. Following is the correspondence, 


THE GENERAL COUNSEL OF COMMERCE, 
Washington, D. C., February 11, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives, Washington, 
D. C. 

Dear Mr. CHartrMAn: In reply to the recent request of Mr. 
Archibald, you will find enclosed a copy of department order 104 
(amended), dated March 20, 1956, relating to the duties of the Office 
of General Counsel of the Department of Commerce. 

Also enclosed is copy of a memorandum of January 13, 1958, sent 
by the Assistant Secretary of Commerce to certain bureaus of the 
Department for the purpose of assisting the General Counsel’s Office 
in carrying out the legislative activities referred to in the above 
Department order. Nothing more is implied in this memorandum 
than that the General Counsel’s Office, which is charged with primary 
responsibility in connection with legislative matters, should be kept 
acquainted with all activities in this area. This is to enable this 
Office to render prompt, efficient, and helpful service to Members of 
Congress, committees, and committee staffs. 

Sincerely yours, 
Freperick C. Nasa, 
General Counsel. 
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May 29, 1958. 
Mr. Freperickx C. Nasu, 
General Counsel, Department of Commerce, 
Washington, D. C. 

Dear Mr. Nasu: Would you please supply the House Government 
Information Subcommittee with the following information with respect 
to a department directive issued on January 13, 1958, governing 
“appearances before congressional committees’ by certain Commerce 
Department personnel: 

1. Which units of the Department received this or similar directives? 
By whom were the directive(s) issued? Please provide the subcom- 
mittee with a copy of each such directive. 

2. Do*these orders apply to contacts with individual Members of 
the Congress? If not, please explain why congressional committees 
or their staffs were singled out. 

3. Please explain why the order governing appearances before con- 
gressional committees was issued on January 13, 1958. 

4. Please explain why the Department takes the view that inserting 
a third party, i. e., representatives of the General Counsel’s Office, in 
contacts and discussions between responsible administrators of the 
Department and the Congress will promote ‘‘prompt, efficient, and 
helpful service’ to the Congress. 

5. Please cite the statutory authority for the issuance of department 
order No. 104 with respect to its application to contacts by Depart- 
ment personnel with Members or committees of the Congress. 

Sincerely, 
JoHN E. Moss, Chairman. 





THe GENERAL CouNsEL OF COMMERCE, 
Washington, D. C., June 18, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: In your letter of May 29, 1958, you ask ques- 
tions regarding the conduct of the legislative liaison activities of this 
Department. 

I have reviewed your questions in the light of our previous corre- 
spondence on this same subject. There is little that can be added to 
the information already furnished to you by my letter of February 11, 
1958. With that letter, I sent you copies of department order 104 
and the memorandum which the Assistant Secretary of Commerce 
for Domestic Affairs had sent to the heads of the various bureaus of 
the Department which operate under his direction. The names of 
those bureaus were indicated on the memorandum. 

As I told you, nothing more is implied in this memorandum than 
that the General Counsel’s Office, which is charged with primary 
responsibility in connection with legislative matters, should be kept 
acquainted with all activities in this area. We believe that this 
procedure is necessary and has contributed to assuring prompt, 
efficient, and helpful service to the Congress whenever any of its 
Members, committees, or staff have called upon this Department for 
assistance. 
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Orders and memorandums of this nature are issued from. time to time 
by virtue of various enactments by which Congress has provided 
authority for the heads of departments of the executive branch to 
assign functions and direct the activities of employees. We consider 
the function of legislative liaison to be of considerable importance. 
We have provided written procedures to assure that the Department 
and all of its bureaus understand the desire of the Secretary to main- 
tain the highest degree of cooperation with Congress in every respect. 
I can assure you that if we should find that any of our procedures do 
not achieve this result, we will make whatever changes may be needed 
to improve our performance. 

Sincerely yours, 
Freperick C. Nass, 
General Counsel. 





House or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
July 18, 1958. 
Hon. Sinctairn Weeks, 
Secretary of Commerce, Department of Commerce, 
Washington, D. C. 

Dear Mr. Secretary: On May 29, 1958, I wrote the General 
Counsel of the Department of Commerce, Mr. Frederick C. Nash, 
requesting certain information on practices adopted by the Depart- 
ment inhibiting direct efforts by the Congress to obtain information 
necessary to its legislative function. 

The letter requested specific answers to five specific questions. 
On June 13, 1958, Mr. Nash replied. In no case did he respond fully 
to a single question. 

Accordingly, I feel impelled to ask you for the answers to these 
questions, which are of great interest to all my colleagues in both the 
House of Representatives and the Senate. 

On the first question, Mr. Nash failed to explain whether the direc- 
tive ordering a time-consuming clearance through the General Coun- 
sel’s Office applied to units within the Department other than those 
under the direction of the Assistant Secretary for Domestic Affairs. 
I -would like a specific answer to this question. I also would like to 
know whether this or similar directives are in effect anywhere within 
the Department, and by whom they were issued. 

On the second question, Mr. Nash failed to explain whether any 
distinction was made in the memo titled “Appearances before con- 
gressional committees’ between individual Members of the Congress 
and the staffs of congressional committees. I would like to know 
whether any such distinction was stated or implied. 

On the third question, Mr. Nash failed completely to respond to 
the inquiry on why the memo of January 13, 1958, on appearances 
before congressional committees was issued at that particular time. 

On the fourth question, Mr. Nash again failed to explain how the 
injection of a third party, with attendant delays, could possibly speed 
the flow of information to the Congress. I would like a full explana- 
tion of this obvious contradiction. 

On the fifth question, Mr. Nash failed completely to provide the 
statutory authority for the issuance for these restrictive directives. 
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I would like to know what statute—not what internal regulation drawn 
up by the Department—authorized creation of a system that makes it 
more difficult and time-consuming for the Congress to obtain infor- 
mation necessary to do its work. 
I will appreciate a prompt and fully responsive reply in this matter. 
Sincerely, 
JOHN E. Moss, Chairman. 


XVIII. AvamaBiniry or INFORMATION From FeEepERAL LENDING 
AGENCIES 


In the field of Federal lending, there often is a conflict between 
the privacy of the individual and the necessity for public debate 
when Federal tax dollars are loaned to public or private organizations. 
A preliminary survey by the special Subcommittee on Government 
Information indicates that agencies administering loan activities 
generally permit very little public scrutiny of their operations. In 
conducting the survey, the subcommittee sent the following letter to 
Federal lending agencies: 


Hovusk or REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
January 28, 1958. 
Hon. True D. Morse, 
President, Commodity Credit Corporation, 
Washington, D. C. 


Drar Mr. Morse: The House Government Information Sub- 
committee, of which I am chairman, is studying the availability for 
public inspection of loan applications filed with Federal agencies and 
departments. 

Since your agency does perform loan services, please answer the 
following questions at the earliest possible date: 

Is the application for a loan available for inspection by the public? 

Is the application available for inspection by individual Members 
of Congress? Is it available for inspection by appropriate com- 
mittees of Congress? 

Is any distinction made between applici ations from private citizens 
or organizations and public organizations? 

Please explain the legal basis for any restrictions placed on the 
availability of applications. Please send copies of pertinent regula- 
tions to the subcommittee. 

Is the fact that a specific loan has been granted made public? If 
not, explain. 

Is the denial of a specific application for a loan made public? If 
not, why? 

What information is made public justifying and explaining loan 
activities? 

Sincerely, 
JoHN E. Moss, Chairman. 


Agencies which received the letter were: Small Business Adminis- 
tration, Bureau of Indian Affairs, Defense Minerals Exploration Ad- 
ministration, Virgin Islands Corporation, Commodity Credit Corpora- 
tion, Rural Electrification Administration, Farmers’ Home Adminis- 
tration, Treasury Department, Community Facilities Administra- 
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tion, Export-Import Bank, Federal Home Loan Bank Board, Federal 
Reserve System, Public Housing Administration and the Veterans’ 
Administration. 

The following tabulation summarizes answers to the subcommittee’s 
questions: 


Is the application for a loan available for inspection by the public? 


VOB. once de wand bee dd eek db seeds sen re Sai Rie Leica aoneeuewenes 3 
NOQi ii. 22. -. cd vkUEST Sc cc Seles ORR ess a Se ee 9 
Some applic: BLIONS GVEUAIIS..6 san sa pnen susemeseinhachentawneteomen 1 
ING SDDIUGADID « « <. 2nd 4 6445-85 ceesapennnned bse kee aaa 1 


Is the application available for inspection by individual Members 
of Congress? Is it available for inspection by appropriate committees 
of Congress? 


ee eT ee Pe ee i Pe wim 
INO. 05 ncn cs sdiccdnnnnsimnsndnesccnwesaatal weeded sks eels 1 
Cap Matihed Denltia incase caccaicrte atidindiclcedsataeliandthenilacldaabaneaee wees 
Unsatisiastory OF IROOM RIOtO SRAWEE 6 «no. ccndsncnnnsntnamnoncokpennan 2 


Is any distinction made between applications from private citizens 
or organizations and public organizations? 


vip siden bide demividnncs deca « ag eneanenibnseldah aint taeninnnene 2 
BD ain Se rae in Gin sh ahaa a dee a within mth agente iain mtg anid Ek neal 7 
Not applicable. __............--. +Kn agins cinneneeeesaneaa nah ane 5 
Is the fact that a specific loon has been granted made public? 
i si Oe 00 6 00 6686050506 65864445 4455545444656 6804045646246 04608086 7 
No scbbhecenencequanhenessseannceah beshepehieipeneeenrestaanae 4 
On inquiry- ik dices tn ell ok oe aaalt $2 44neereaannennenhabhnnhanaiaaat 1 
Unsatisfé uctory or incomplete en." .. 6. . Sou aden iced bul teniceeeeee 2 
Is the denial of a specific loan application made public? 
Yes_.. ban suiidnadcisin cbde sddhsahdenedenabn Rhee 1 
a ee ee re a a Pere 8 
On inquiry ind ss a sl in phos bs. tn En els ck me ei ae . 3 
Unsatisfactory or incomple by amWEPs 2. bn BA ees 2 


Agencies answering the subcommittee questionnaire claimed a 
variety of statutory authorities for their restrictive information 
practices. 

Two agencies, the Farmers’ Home Administration and the Rural 
Electrification Administration, cited the “housekeeping’’ statute, 
title 5, United States Code, section 22, as an authority to withhold 
information. The same two agencies listed title 5, United States 
Code, section 1002, part of the Administrative Procedure Act. 

Four other agencies cited title 18, United States Code, section 1905, 
which makes it a criminal offense to divulge trade secrets. These 
agencies are the Treasury Department, the Small Business Adminis- 
tration, the Community Facilities Administration, and the Defense 
Minerals Exploration Administration. 

The Veterans’ Administration cited section 1201 of the Veterans’ 
Benefits Act of 1957 as authority to keep loan information confidential. 

Two others, the Commodity Credit Corporation and the Public 
Housing Authority, stated that they did not restrict any loan informa- 
tion, and therefore they cited no legal authorities. The Virgin 
Islands Corporation, the Export-Import Bank, and the Federal 
Reserve System also cited no legal authorities, but they claimed the 
right to withhold information on the basis of an alleged confidentiality 
between banker and client. 
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The Federal Home Loan Bank Board, its funds being nongovern- 
mental, argued that the subcommittee’s study was not applicable to 
its operations. 

One agency, the Community Facilities Administration, stated that 
information could be obtained on its operations upon inquiry. The 
Rural Electrification Administration, the Export-Import Bank, the 
Public Housing Administration, and the Community Facilities Admin- 
istration issue specific press releases on each loan granted. The Small 
Business Administration issues general releases listing loans granted. 
The Farmers’ Home Administration, the Federal Reserve System, the 
Veterans’ Administration, the Virgin Islands Corporation, the Com- 
modity Credit Corporation, the Defense Minerals Exploration Admin- 
istration, and the Bureau of Indian Affairs issue periodic general and 
statistical information about their activities. The Treasury Depart- 
ment did not answer the question. 

The following letters were submitted to the subcommittee in answer 
to its inquiry. 


DEPARTMENT OF AGRICULTURE, 
Commopity CrepiTt CorpoRATION, 
Washington, D. C., March 20, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, 
Committee on Government Operations, 
House of Representatives. 


Dear ConGressMAN Moss: This is in reply to your letter of 
January 28, 1958, requesting for the House Government Information 
Subcommittee certain information concerning the availability for 
public inspection of applications for loans from the Commodity Credit 
Corporation. 

our questions and the answers follow: 

1. Is the application for a loan available for inspection by the public? 

2. Is the application available for inspection by individual Members 
of Congress? Is it available for inspection by appropriate committees 
of Congress? 

Answer: The loan application is freely available for inspection in 
the Office of the County Agricultural Stabilization and Conservation 
Committee where the application is submitted. 

3. Is any distinction made between applications from private 
citizens or organizations and public organizations? 

Answer: No. 

4. Please explain legal basis for any restrictions placed on avail- 
ability of applications. Please send copies of pertinent regulations 
to the subcommittee. 

Answer: As indicated in the answers to questions 1 and 2, the loan 
application is freely available in the county office. In this connection, 
there are enclosed copies of pertinent regulations of the Department 
(7 C. F. R., supp. 1.3 (j)), and instructions of the Commodity Stabili- 
zation Service (par. 87 of pt. 2, County Administrative Handbook). 
You will note that under the regulations and instructions, there are 
no restrictions on the availability of loan applications. 

5. Is the fact that a specific loan has been granted made public? 
If not, explain. . 

6. Is the denial of a specific application for a loan made public? 
If not, why? 
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Answer: The Corporation does not initiate publicity about the 
granting or denial of a specific loan but that information is freely 
cvnilable to the public through examination of the loan application 
in the county office. 

7. What information is made public justifying and explaining loan 
activities? 

Answer: Explanations on the availability of loans including com- 
modities eligible, quality requirements, conditions under which loans 
are made, and extent of participation by farmers, are regularly 
issued and are available to the public. Published pamphlets about 
loans include explanation of the purpose of the program. 

If there is any further information required for purposes of this 
study, we will be happy to furnish whatever is needed. 

Sincerely yours, 
True D. Morss, President. 





DEPARTMENT OF AGRICULTURE, 
Farmers’ Home ADMINISTRATION, 
Washington, D. C., March 7, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee 
on Government Operations, House of Representatives. 

Dear ConcressMAN Moss: Your letter of January 28, 1958, 
gs og the following information concerning the availability for 
public inspection of loan applications to this agency: 

Question 1. Is the application for a loan available for inspection 
by the public? 

Answer. Applications for loans from the Farmers Home Adminis- 
tration are not available for inspection by the public. A copy of 
form FHA-197, ‘‘Application for Farmers Home Administration 
Services,”’ is attached as exhibit A. The information required to be 
inserted in this form deals with the applicant’s ‘personal history, 
financial status, credit reputation, ownership of property, leasing 
tenure and outstanding debts, all of which are matters usually sub- 
mitted and received on a confidential basis. The information required 
to be inserted in the application is necessary in order for the agency 
to determine the applicant’s statutory eligibility and his ability to 
carry the obligation required of him if a loan were made. Upon 
request of the applicant, the agency will release information contained 
in the application to such person or persons as the applicant may 
direct. 

Question 2. Is the application available for inspection by individual 
Members of Congress? Is it available for inspection by appropriate 
committees of Congress? 

Answer. Generally, an application or the contents thereof would 
be made available in response to an appropriate request from a com- 
mittee or a Member of Congress under circumstances which would 


preserve the confidential character of the information contained in 

application. As provided by the regulations, an application would 

be made available at the request of or with the consent of the 
cant 

iny distinction made between applications from 


privé ens or organizations and public organizations? 
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Answer. No distinction is made under the regulations of this 
Department and the Farmers Home Administration between appli- 
cations from private citizens or organizations and from public organi- 
zations. However, loans which this agency makes to public organi- 
zations are all for the purposes of soil and water conservation use, 
drainage, or watershed protection or flood prevention. To the extent 
that such loans are affected with the public interest in such fields as 
water rights, certificates of conveyance and necessity, health and 
general welfare, rate regulation or other financial regulation by the 
several States, the applicant is required to disclose the pendency of an 
application and some or all of the information contained in the appli- 
cation to State regulatory bodies or to the public generally, when and 
to the extent required by State law. An application of local public 
organization for a loan under section 8 of the Watershed Protection 
and Flood Prevention Act, as amended, may be referred to, or some 
of the information contained in the application may be included, in 
the watershed work plan when such plan is submitted to the com- 
mittees of Congress for approval as required by statute. 

Question 4. Please explain the legal basis for any restrictions placed 
on the availability of applications. Please send copies of pertinent 
regulations to the subcommittee. 

Answer. There are attached copies of the departmental and agency 
regulations governing the limited availability of information received 
from applicants in connection with their loan applications. Particular 
attention is directed to title I, chapter 9, paragraphs 535 (b) (2) (a) 
and 535 (b) of the Administrative Regulations of the United States 
Department of Agriculture, a copy of which is attached as exhibit B. 
This same limitation is treated in a general way in paragraph III A 
FHA instruction 207.1, relating to official conduct of the agency’s 
employee, a copy of which is attached as exhibit C. The statutory 
authority for the issuance of the Administrative Regulations of the 
Department concerning availability of information and records is 
title 5, United States Code, section 22, title 5, United States Code, 
section 516, and title 5, United States Code, section 1002 (c). The 
authority for the issuance of regulations concerning the programs of 
the Farmers Home Administration appear in section 41 (i) of the 
Bankhead-Jones Farm Tenant Act, as amended (42 U. S. Code 
1480 (g)). The foregoing authorities authorize the Secretary to 
prescribe rules and regulations necessary to, carry out the statutory 
functions and duties vested in the Secretary by these acts. 

Questions 5 and 6. Is the fact that a specific loan has been granted 
made public? If not, explain. Is the denial of a specific application 
for a loan made public? If not, why. 

Answer. The fact that a specific loan has been granted by the 
Farmers’ Home Administration is not publicly announced. The 
application and information contained therein is treated as confiden- 
tial. The applicant is notified that his loan has been approved. 
(See FHA instruction 410.1, III D, exhibit D attached.) Of course, 
when the loan is closed and the security instruments are recorded, the 
fact that a loan was made becomes a matter of local public record. 
In connection with chattel. mortgages on crops, local purchasers of 
commodities are often given lists of borrowers whose crops are subject 
to the crop mortgage lien of the Farmers’ Home Administration, to 
assist such purchasers in avoiding liability to the Government as 
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converters of mortgaged property. (See FHA Instruction 462.1, par. 
IV, exhibit E attached.) 

The applicant is notified in writing of the denial of his application 
and the reasons for the denial. A public announcement of denial of 
the application might place the applicant in an unnecessarily weaker 
position in his negotiations with other creditors or lenders. This 
would not restrict access to such information to an appropriate 
inquiry otherwise permissible under department regulations. The 
absence of a mortgage lien filed or recorded in the county is public 
evidence that a loan has not been made, since loans made by the 
Farmers’ Home Administration are secured loans. 

Question 7. What information is made public justifying and explain- 
ing loan activities? 

Answer. The Farmers’ Home Administration furnishes certain 
information, in response to a known demand for general information, 
about the general loan activities of the agency in a number of different 
ways. Subject to the provisions of section 47 of the Bankhead-Jones 
Farm Tenant Act, as amended, the types of information made public 
concerning the agency’s loan activities include press releases, radio 
scripts, pamphlets describing the purposes and limitations of the 
several types of loans available from the agency, personal explanation 
before meetings of interested groups, demonstrative inspection of the 
operations of consenting borrowers. Leaflets describing the various 
loan services of the Farmers’ Home Administration are used mainly in 
the county offices of the agency as information aids to persons seeking 
such information. 

If you wish further details regarding the Farmers’ Home Adminis- 


tration’s policy on the public inspection of loan applications, please 
let us know. 


Sincerely yours, 
K. H. Hansen, Administrator. 


DEPARTMENT OF AGRICULTURE, 
Rurat ELectrIFICATION ADMINISTRATION, 
Washington, D. C., February 28, 1958. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee, Committee on 
Government Operations, House of Representatives. 

Dear ConcressMan Moss: This is in further reply to your letter 
of January 28, 1958, inquiring about the availability of information 
concerning the loan programs of the Rural Electrification Adminis- 
tration. 

Following are answers to the questions submitted in your letter: 

1. Under departmental regulations, an application for a loan is a 
record of limited availability which can be released only under com- 
pulsory legal process. Therefore, an application is not available for 
inspection by the public. 

2. Generally, an application, or any particular information concern- 
ing an application, would be made available to any congressional 
committee having an appropriate interest in the matter by means 
which would preserve the confidential character of the application. 
Individual Congressmen are usually asked to make their requests 
through the chairman of the appropriate committee. Regulations 
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also provide that applications may be made available at the request 
of or with the consent of the applicant. 

3. No distinction is made between applicatons from public institu- 
tions and private corporations. The Rural Electrification Adminis- 
tration does not make loans to private individuals or partnerships. 

4. Legal basis: ‘The following statement was made in the Depart- 
ment’s response to the subcommittee’s questionnaire in 1955, under 
I. General, 1 (3): 

“Rural Electrification Administration loans.—Information on finan- 
cial status submitted by loan applicants and borrowers is regarded 
and received in confidence, since they are independent businesses en- 
titled more or less to the same privacy in their relations with the 
Government as they would be with any other lender. Authority for 
this policy and for the limitation on furnishing information is: USDA 
Administrative Regulations, title I, chapter 9, paragraph 535 (copy 
enclosed). (This policy applies uniformly slisceatenda the Department 
in the handling of confidential data regarding the financial status of 
individuals aan companies.)”’ (P. 8 of House committee print, No- 
vember 1, 1955). 

In a letter from the General Counsel of the Department to the 
staff director of your subcommittee, dated January 30, 1956, the 
following statement was made: 

“The authorities relating to access to records of the Department 
are title 5, United States Code, section 22, authorizing regulations 
for the conduct of the Department’s work, title 5, United States Code, 
section 516, giving custody of departmental records to the Secretary, 
and title 5, United States Code, section 1002 (c) (sec. 3 of the Admin- 
istrative Procedure Act), requiring good cause to be shown for restrict- 
ing the availability of information. Pursuant to these authorities, 
the Department has designated certain records as confidential and 
certain other records as of limited availability.”” (Exhibit 15, pp. 416, 
417, subpart 2 of hearings before subcommittee of the Committee on 
Government Operations, House of Representatives, 84th Cong., 
November 8, 9, and 10, 1955.) 

5. Information concerning the approval of specific loans is made 
available through press releases. 

6. The denial of a specific application for a loan is not made public. 
As we have said, we regard loan applicants as independent businesses 
and feel that they are entitled to privacy in their business relations. 
This would not restrict access to such information upon an appro- 
priate inquiry otherwise permissible under Department regulations. 

7. Reports on the programs, available to the public, are published 
regularly. Among han are monthly statistical bulletins for both 
programs; the annual report of the Administrator; and the annual 
statistical report (electric). 

Sincerely, 


Davin A. HamIit, 
Administrator. 
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Export-Import BANK oF WASHINGTON, 
Washington, D. C., February 6, 1958. 
Hon. Joun E. Moss, 


Chairman, Government en Subcommittee of the Com- 
mittee on Government Operations, House of Representatives, 
Washington, D. C. 

Dear Mr. Moss: In reply to your inquiry of January 28, 1958, on 
the subject of the availability for public inspection of loan applications 
filed with Federal agencies and departments, we are sheen to submit 
the following: 

Question 1. Is the application for a loan available for inspection by 
the public? 

Answer: Applications for loans are not available for inspection by 
the public. It is the purpose of the Export-Import Bank to assist in 
financing and to facilitate exports and imports and the exchange of 
commodities between the United States and other nations. Ap- 
plicants, which include United States exporters as well as foreign 
private firms and governments, are required to submit extensive 
information concerning their business and financial affairs which are 
necessary for the bank to determine whether a credit should be 
extended. Since the Export-Import Bank utilizes public funds and 
is an agency of the United States Government, applications may, in 
some instances, be refused on grounds which are unrelated to the 
credit standings of the applicant. Both because of the nature of the 
information which is cual and the fact that a denial of the applica- 
tion might result in unnecessary injury to the applicant or to relations 
between the two governments, it is deemed inappropriate that such 
applications should be made public. Furthermore, one purpose of 
applications by United States exporters is to obtain financing to assist 
them in extending credit abroad in a highly competitive market. 
Their overseas competitors would be the only parties benefited by 
publication of applications by United States exporters. 

Question 2. Is the application available for inspection by individual 
Members of Congress? Is it available for inspection by appropriate 
committees of Congress? 

Answer: Applications are available to appropriate committees of 
Congress and to individual Congressmen, but it is the position of this 
bank that they should be available on a restricted basis. By that we 
mean that confidential information concerning the business of the 
applicant or its financial condition should not be made public in such 
manner as to benefit its competitors or to cause injury to the applicant 
in the event the application is eventually denied. 

Question 3. Is any distinction made between applications from 
private citizens or organizations and public organizations? 

Answer. No distinction is made. However, as indicated in the 
previous answer, additional or different reasons may dictate that we 
maintain the relationship of banker and client. 

Question 4. Please explain the legal basis for any restrictions placed 
on the availability of applications. Please send copies of pertinent 
regulations to the subcommittee. 

Answer. As indicated above, the purposes for which the bank was 
created and the fact that it serves as an agency of the United States in 

field which affects our international economic relations and may 
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affect our political relations abroad, suggests clearly that the purposes 
of the act might well be defeated by publication of applications. There 
is no specific provision in the act relative to the matter, but in order to 
carry out the purposes of the act it is necessary to create between the 
bank and an applicant the relationship which normally exists between 
banker and client. The bank has not formalized such a policy in 
official regulations, but in its direction to its employees they are 
warned against disclosure of business information of a confidential 
nature which is furnished for official use of the bank and solely in sup- 
port of the loan application. Such direction is contained in paragraph 
3 of staff memorandum No. 46 of August 19, 1954, copy of which is 
attached hereto. 

Question 5. Is the fact that a specific loan has been granted made 
public? If not, explain. 

Answer. Every loan made by the bank is made public. In the 
case of loans of major importance, the pertinent information is 
generally released to the press immediately. By law, the Export- 
Import Bank is required to make a semiannual report to the Congress. 
It has been the custom of the bank to include in its reports the current 
status of every loan or commitment on its books. 

Question 6. Is the denial of a specific application for a loan made 
public? If not, why? 

Answer. The denial of an application for a loan is not made public 
for the reasons explained in reply to question 1 above. 

~<a 7. What information is made public justifying and 
explaining loan activities? 

Answer. The semiannual report to the Congress is made available to 
the public. The bank issues press releases in connection with any loan 
of general interest and issues monthly reports of its activities under 
the title ‘“Eximbank Reports’”’ to interested commercial banks and 
United States firms engaged in foreign trade. A statement of the pro- 
cedures of the bank, with respect to extension of credits, is published in 
title 12, chapter IV of the Federal Register, the latest revision being 
published in vol. 22, No. 165, August 24, 1957. From time to time the 
bank issues a general policy statement delineating its lending authority 
and explaining its policies and procedures. Copy of the last semi- 
annual report and a copy of Eximbank Reports are attached hereto. 
An up-to-date general policy statement is now in the hands of the 
printer and will be furnished to the committee as soon as available. 

Sincerely yours, 
SaMueL C. Wavau, 
President. 





FrperaAL Home Loan Bank Boarp, 
Washington, D. C., February 4, 1948. 
Hon. Joun E. Moss, Jr., 


House of Representatives, 
Washington, D. C. 

Dear Mr. Moss: This is in reply to your letter of January 28 in 
which you request information as to the availability for public in- 
spection of loan applications filed with Federal agencies and 
departments. 

While the Federal Home Loan Bank Board supervises the opera- 
tions of the Federal Home Loan Bank System, the Federal Savings 
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and Loan System and the Federal Savings and Loan Insurance 
Corporation it is not, in itself, a lending agency. Consequently the 
questions enumerated in your letter of January 28 would not appear 
to be applicable to its operations. 

The 11 district Federal home loan banks, however, make loans 
in the ordinary course of business only to their member institutions, 
and for your information we are enclosing a copy of a press release of 
this date which explains and summarizes cc bank districts the volume 
of such loans made by the Federal home loan banks during the 
calendar year 1957. No Government funds are involved in these 
loans as the capital of the banks is owned entirely by privately 
owned financial institutions which are members of the Federal Home 
Loan Bank System. 

We trust this satisfactorily answers your inquiry. However, 
should you desire additional information we shall be glad to furnish it. 
In the meantime we send you our best wishes. 

Sincerely, 
ALBERT J. ROBERTSON, 
Chairman. 





Boarp or GOVERNORS OF THE 
FepERAL Reserve System, 
Washington, February 18, 1958. 
Hon. Joun E. Moss, 

Chairman, Government Information Subcommittee, Committee 
on Government Operations, House of Representatives, Wash- 
ington, D. C. 

Dear Mr. Moss: This refers to your letter of January 28, 1958, 
regarding the availability for public inspection of loan applications 
filed with Federal agencies and departments. 

The Board of Governors of the Federal Reserve System does not 
make any loans and, accordingly, does not receive any loan applica- 
tions. 

The Federal Reserve banks do, of course, make loans and receive 
applications. While they are subject to supervision by the Board of 
Governors, the Reserve banks are not agencies or departments of the 
Federal Government in the sense of your inquiry; and it would appear 
therefore that loans made by the Reserve banks do not come within 
the scope of your letter. However, the following information is 
submitted regarding the lending operations of the Federal Reserve 
banks. 

The lending activities of the Federal Reserve banks consist essen- 
tially of extensions of credit to member banks of the Federal Reserve 
System, and such credits are normally made for temporary periods to 
enable member banks to adjust their Reserve positions. For your 
information, there is enclosed a copy of the Board’s regulation A 
regarding Federal Reserve bank advances and discounts. The Re- 
serve banks are authorized, subject to certain strict limitations, to 
make loans and commitments to provide working capital to industrial 
or commercial businesses; but for many years such credits have 
represented only a very small portion of the loans made by the Reserve 
banks. The only loans made by the Reserve banks to public organi- 
zations are occasional loans secured by gold made to foreign central 
banks or official international banking organizations. 
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Consistent with the usual banking practice of treating relations 
between a bank and its customer as confidential, the Reserve banks do 
not make available for public inspection loan applications received by 
them, nor do they make public the fact that a specific loan has been 
granted or denied. For the same reasons, it has not been the practice 
to furnish information regarding specific loan applications to Members 
of Congress or congressional committees. As far as inspection of 
applications is concerned, all loans are handled alike without regard 
to the nature of the borrower. 

While, as above indicated, information as to specific loans is re- 
garded as confidential, extensive information is published with respect 
to the volume and nature of the lending operations of the Federal 
Reserve banks. A statement showing in detail the assets and liabili- 
ties of each of the 12 Federal Reserve banks is published weekly pur- 
suant to section 11 (a) of the Federal Reserve Act. In addition, 
information as to the operations of the Reserve banks is published 
in monthly issues of the Federal Reserve Bulletin and in the Board’s 
annual report to Congress. A copy of the latest weekly statement 
showing the condition of the Federal Reserve banks is enclosed for 
your information. 

Sincerely yours, 
Wma. McC. Martin, Jr. 


Hovusine aND Home Finance AGENCY, 
Community Faciuitics ADMINISTRATION, 
Washington, D. C., February 14, 1958. 
Hon. Joun E. Moss, 


Chairman, House Government Information Subcommittee, 
House of Representatives, Washington, D. C. 


Dear Mr. CuHairMan: I refer to your letter of January 28, 1958, 
regarding public inspection of loan applications. Set out below are 
the questions asked and our replies thereto, as well as the explanation 
also requested in said letter: 

1. Is the application for a loan available for inspection by the public? 

Loan applications from cities, towns, counties, and other public 
agencies are available for inspection by the public. However, loan 
applications from private organizations are not made available for 
inspection by the public. 

2. Is the application available for inspection by individual members 
of Congress? Is it available for inspection by appropriate committees 
thereof? 

Yes; applications may be inspected by Members of Congress o1 
appropriate committees thereof. 

3. Is any distinction made between applications from private 
citizens or organizations and public organizations? 

The Community Facilities Administration does not operate any 
program which permits of loans being mode to private citizens. A 
distinction is made, as indicated abov: specting the applications of 
public and private organizations. 

4. Please explain the legal basis for any restrictions placed on the 
availability of applications. Please send copies of pertinent regula- 
tions to the subcommittee. 

The restriction against availability to the general public of actual 


applications for loans by private organizations is premised on the: 
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provisions of title 18, United States Code Annotated, section 1905, 
which deals with the disclosure of confidential information. As part 
of its application, the applicant is required to submit detailed informa- 
tion respecting its current financial status, as well as operating state- 
ments, including copies of audit reports where available, for the past 
3 years. These data are deemed to be confidential. However, 
information as to the amount of the requested loan and the purpose 
for which it is to be used is considered to be public information, 
available to any inquirer. No regulations on this subject have been 
promulgated. 

5. Is the fact that a specific loan has been granted made public? If 
not, explain. 

Yes, through releases to the press services. 

6. Is the denial of a specific application for a loan made public? If 
not, why? 

No. No specific publicity is given loan denials on the basis that such 
publicity might be adverse to the best interests of the applicant. 
Information concerning loan denials is available upon inquiry. 

7. What information is made public justifying and explaining loan 
activities? 

Attached are three copies of the information to applicants which are 
made available to the public generally and which deal with the public 
facility loans program and the college housing program of CFA. 
These are the only current loan programs of CFA. In addition, we 
enclose three copies of a pamphlet available to the public explaining 
the operations of CFA. Complete statistical data with respect to 
these programs are published in the Agency’s annual report. Such 
data are also available at any time upon inquiry from the press or any 
individual. 

Yours very truly, 
JoHN C. HAZELTINE, 
Commissioner. 





DEPARTMENT OF THE INTERIOR, 
Orrice OF TERRITORIES, 
Washington, D. C., March 18, 1958. 
Hon. Jonn E. Moss, 
Chairman, Government Information Subcommittee of the Commit- 
tee on Government Operations, Washington, D. C. 

Dear Mr. Moss: I regret the delay in answering your letter of 

January 28, which was occasioned by its being directed to me in 
St. Croix, V. I. 
In reply to your questions concerning the public inspection of loan 
a fled with Federal agencies and departments, I am 
pleased to submit the following with respect to the Virgin Islands 
Corporation: 

co the application for a loan available for inspection by the 
public? 

The Virgin Islands Corporation receives many applications for 
loans, which loans it has authority to make under section 3 (g) of the 
Virgin Islands Corporation Act of June, 1949 (63 Stat. 351, 4830 
U.S. C., see. 1407 b (g)). The Corporation does not make the loan 
applications available for inspection by the public because the re- 
lationship between the Corporation and the applicant is considered 








208 


AVAILABILITY OF INFORMATION 


comparable to that of a banker and borrower. In filing an applica- 
tion, a prospective borrower must provide intimate data relating to 
his business, which he would in most instances prefer not to have 
made available to his competitors. A copy of the loan application 
used by the Virgin Islands Corporation is attached. 

2. Is the application available for inspection by individual Mem- 
bers of Congress? Is it available for inspection by appropriate 
committees of Congress? 

With respect to the first part of this question, to my knowledge a 
request has never been received by the Corporation from an indi- 
vidual Member of the Congress to inspect a loan application. I 
believe, however, that the Corporation would honor an appropriate 
request, to the extent permitted by section 1905 of the Criminal 
Code. The Virgin Islands Corporation Act is itself silent concerning 
the disclosure of data concerning loan applications. 

The only occasion on which a committee of Congress has requested 
a copy of a loan application made to the Virgin Islands Corporation 
occurred during the hearings on the operations of the Corporation by 
your Subcommittee on Public Works and Resources in early 1957. 
On this occasion, Congressman Chudoff, chairman of the afore- 
mentioned subcommittee, requested that we make available the loan 
application submitted to the Corporation by the Virgin Isle Hotel, 
Inc. We refused to do this unless specifically authorized by the 
proper official of the applicant’s corporation. This authority was 
received and the application was made available to the Subcommittee 
on Public Works and Resources, under the terms specified by the 
applicant’s authorized representative. Copies of the correspondence 
relating to this matter are attached. 

3. Is any distinction made between applications from private 
citizens or organizations and public organizations? 

No distinction is made between applications from private citizens 
or organizations and public organizations. 

4. Please explain the legal basis for any restrictions placed on the 
availability of applications. Please send copies of pertinent regula- 
tions to the subcommittee. 

In answer to the first part of this question, please be advised that 
there are no statutory restrictions peculiar to the Virgin Islands 
Corporation concerning the availability of loan applications for public 
inspection. The Corporation has adopted no regulations concerning 
the matter. On the sole occasion when a question concerning dis- 
closure arose, the Corporation followed a policy which is commonly 
used by both Government and private lending institutions. 

5. Is the fact that a specific loan has been granted made public? 
If not, explain. 

With respect to the Virgin Islands Corporation, for many years 
most of the loan applications have been made by individual sugarcane 
growers who require small amounts of capital pending receipt of rev- 
enues from the sale of their product. The loans are generally small, 
and for short-term periods. We have not followed the practice of 
issuing press releases on this type of loan. However, on pages 674-675 
of the hearings on the Interior Department Appropriation Act for 
1959, before a subcommittee of the House Appropriations Committee, 
held on January 20, 1957, there appears a complete list of loan applica- 
tions submitted to the Corporation from July 1, 1950, through Decem- 
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ber 31, 1957, giving the name of the applicant, the amount of the loan, 
and the disposition thereof. 

Loans of a substantial amount which are granted are given publicity 
in the form of press releases. 

6. Is the denial of a specific application for a loan made public? 
If not, why? 

The Virgin Islands Corporation has not made a practice of issuin 
press releases following the denial of a loan application, althoug 
this information is available to any who may inquire. It is also made 
a part of the minutes of the Corporation’s Board meetings, which 
are available to the public upon request, and is, in considerable part, 
a matter of public record as a result of the data set forth in the hearings 
referred to above. 

7. What information is made public justifying and explaining 
loan activities? 

The Virgin Islands Corporation derives its authority for making 
loans from section 3 (g) of the Corporation Act, supra. The Appro- 
priations Committees of the Congress have limited the amount of 
Corporation funds that may be used for loan purposes. In our annual 
budget presentations, information regarding loans is given to the 
Appropriation Committees and published in the hearings. 

There is enclosed herewith a copy of the loan policy adopted by 
the Virgin Islands Corporation. This olicy has been given public 
distribution by press releases and in re iy to letters from individuals 
requesting information on obtaining a loan from the Corporation. 

I hope that the above fully answers your inquiry. Should you 
wish further information, I shall be glad to provide it. 

Sincerely yours, 


Antuony T. Lavust, Director. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 30, 1958. 
Hon. Jonn E. Moss, 

Chairman, Subcommittee on Government Information, Com- 
mittee on Government Operations, House of Representatives, 
Washington, D. C. 

Dear Mr. Moss: This letter will complete our reply to questions 
you asked in your letters, dated January 28, directed to the Bureau of 
Indian Affairs and Defense Minerals Exploration Administration of 
this Department. 

Due to the different statutory authority and extreme difference in 
the nature of the lending activity of the Defense Minerals Exploration 
Administration and the Bureau of Indian Affairs, your questions are 
answered separately for each office. 

In the first place, the Department of the Interior does not perform 
loan services under the Defense Minerals Exploration Administration 
in the ordinary commercial sense. It carries out a program to encour- 
age exploration for deposits of strategic and critical minerals in the 
United States, its Territories and possessions pursuant to a delegation 
of authority from the Office of Defense Mobilization to the Secretary 
of the Interior. The basic authority for the program is contained in 
section 303 of the Defense Production Act of 1950, as amended. 
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Under the DMEA program, the Government contributes to the 
cost of approved exploration projects to the extent of 50 or 75 percent 
of the allowable costs, depending upon the mineral sought. If, in the 
opinion of the Government, the exploration work has been successful 
in finding ore, the contribution by the Government is repayable on a 
royalty basis of not more than 5 percent of the sales receipts of the 
ore produced. This obligation of the operator runs from the date of 
the exploration contract until a specified time, usually 10 years, has 
elapsed or the ameunt of the Government’s contribution, without 
interest, has been repaid, whichever occurs first. There is no obli- 
gation on the part of the operator to produce, nor any obligation on 
the part of the Government to purchase. Therefore, in the case of 
a successful exploration project the Government’s contribution might 
be considered as a grant subject to a condition subsequent. 

If the exploration work is unsuccessiul in finding ore, as is the case 
in the majority of exploration projects, the operator is under no obli- 
gation to repay the Government for its contribution to the costs of 
the work, and the funds thus expended should be considered as a 
“grant.” 

The answers to your questions are as follows: 

1. The application for a loan is not made available for inspection by 
the public. 

Under the regulations (DMEA Order 1, revised, 22 F. R. 8304) 
“each application shall relate to and fully describe the exploration 
project, which shall be justified by detailed substantiating data as 
catled for by the application form. The Administrator may require 
the filing of additional information, reports, maps, or charts, and ex- 
hibits, in connection with the application, and may require such physi- 
cal examination of the project as he deems necessary.”’ 

Information submitted by the applicant, such as financial data, 
geologic and property maps, details and results of work performed, 
including ore potential data, etc., cannot be released to the public 
without the written consent of the applicant. This type of informa- 
tion pertains to the mineral potentialities of the applicant’s properties 
and his property rights which he must guard very closely to avoid use 
by competitors for their personal gain, to his own detriment. 

2. Applications are available for inspection by individual Members 
of Congress for official consideration and to appropriate committees 
of Congress with the understanding that the information contained 
therein is of a privileged character and is not for public dissemination. 

3. There is no distinction made between applicants. 

4. Restrictions have been placed upon the availability of applica- 
tions as a matter of administrative policy, which was not formulated 
to apply any particular statutory provision but was thought necessary 
to safeguard information of the type described in the answer to ques- 
tion 1. Furthermore, title 18, United States Code, section 1905 
oo appear to preclude disclosure of this type of information to the 
public. 

5. The fact that grants (“loans’’) have been made is made public. 
The execution of exploration contracts is made public through the 
medium of press releases issued from both Washington and the re- 
gional offices. These releases give the name of the operator, the 
minerals involved, county, and State in which located, total amount, 
and Government participation. 
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6. Information concerning the denials of applications for “loans’’ 
is available to congressional committees and Members of Congress. 
The public, if the inquiry comes from a person having an appropriate 
interest in the application, will also be informed. The statement 
that an application has not been approved would very likely result 
in an inference that the property was of little worth, whereas in 

ractice the rejection of an application does not preclude resubmission 
or the same property. Applications are frequently rejected for 
reasons other than the improbability of making a significant discovery, 
such as lack of information, disagreement as to method of exploration, 
applicant’s lack of funds to carry out the work, incompetence of the 
applicant or supervisor, lack of sufficient interest in the land to be 
explored, or failure to obtain subordination agreements or performance 
bond. For these reasons we attempt, as much as possible, to protect 
the applicants’ interest. 

7. Justification and explanation of the activities of DMEA are 
made public by the following media: 

(a2) DMEA Order 1, revised (22 F. R. 8304). 

(6) Information booklet. 

(c) Annual report of the Secretary of the Interior. 

(d) Annual report of the Joint ‘Coainivies on Defense Pro- 
duction. 

(e) Periodic press releases. 

The Bureau of Indian Affairs’ credit activities are conducted 
mainly through Indian organizations. Nearly 74 percent of the funds 
involved are tribal funds and not loans from the United States. Most 
of the remaining 26 percent involves loans by the United States to 
Indian organizations to enable them to conduct businesses and to 
relend money borrowed to members or associations of members. 

Your questions regarding loans are answered as follows: 

1. The policy of this Depurtiiians is that action on any loan, 
whether approved or denied is public information. 

2. Loan applications are available for inspection by individual 
Members of Congress or appropriate committees of Congress. 

3. No distinction is made between applicants. 

4. The regulations covering the availability of records are contained 
in title 43, subtitle A, part 2, of the Code of Federal Regulations. 
oo response to question 4 as concerns DMEA is equally applicable 
rere. 

5. Generally, neither the denial nor granting of specific loans is 
made a matter of public notice since requests for this type of informa- 
tion are very limited. Our general policy is stated above. 

6. A report of revolving credit fund transactions is made to the 
Congress at the end of each fiscal year in accordance with section 10 
of the Indian Reorganization Act of June 18, 1934 (48 Stat. 984; 25 
U. S. C. 470). This report is duplicated and distributed to anyone 
who requests it. A summary of loan activities is also included in the 
annual report of the Secretary of the Interior which is for sale by the 
Superintendent of Documents, United States Government Printing 
Office. 

The foregoing does not apply to loans by Indian organizations. 
Release of information regarding loans by such organizations is 
determined by the governing body of the organization. Inasmuch as 
the records of Indian organizations are available to the Commissioner, 
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information for individual Members of Congress or committees of 
Congress can be obtained. 

Your letter of July 29 asks for an explanation for the delay in 
responding to your inquiry. We are sorry for this delay. It was 
occasioned by the need for a review of the facts and intradepartmental 
discussions of applicable policy. 

Sincerely yours, 
D. Otis BEASLEY, 
Administrative Assistant Secretary. 


Pusiic Hovustine ADMINISTRATION, 
Hovsine AND Homer Finance AGENCY, 
Washington, D. C., February 17, 1958. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, Washington, D. C. 

Dear Mr. CuarrMan: This is in response to your letter of January 
28, 1958, in which you ask certain questions concerning applications 
for loans filed with this agency. The questions and our answers are 
listed below: 

(1) Is the application for a loan available for inspection by the 
public? Yes. 

This agency makes loans only to local public organizations. Its 
records and the records of the applicants are, therefore, public records 
and, as such, generally available to the public. As required by the 
Administrative Procedure Act, this agency has published a regulation 
informing the public how inspection may be obtained. 

(2) Is the application nade for inspection by individual Mem- 
bers of Congress? Yes. Is it available for inspection by appro- 
priate committees of Congress? Yes. 

(3) Is any distinction made between applications from private 
citizens or organizations and public organizations? 

We are authorized to make loans only to public organizations. 

(4) Please explain the legal basis for any restrictions placed on the 
availability of applications. Please send copies of pertinent regula- 
tions to the subcommittee. 

The only restrictions we have are in the regulation referred to in (1) 
above, a copy of which is enclosed. The legal basis is stated therein. 

(5) Is the fact that a specific loan has been granted made public? 
Yes. If not, explain. 

(6) Is the denial of a specific application for a loan made public? 
If not, why? 

No public announcement is made but information is freely available 
on inquiry. 

(7) What information is made public justifying and explaining loan 
activities? All. 

The above answers refer to the low-rent-housing program which is 
the agency’s basic program. The agency has also been liquidating 
the war-housing program under the Lanham Act which includes 
authority for sale to individuals on terms. Applications for loans in 
connection with these mortgages are, therefore, covered by your 
inquiry. However, since very few properties remain to be disposed 











AVAILABILITY OF INFORMATION 213 


of, and since the agency expects to complete liquidation by June 30 
of this year, we assume that your subcommittee is not interested in 
this aspect of our functions. 


Sincerely yours, 
CuHARLEs E. Siusser, 
Commissioner. 





SMALL Business ADMINISTRATION, 
Washington, D. C., March 4, 1958. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee of the 
Committee on Government Operations, 


House of Representatives, Washington, D. C. 


My Dear Mr. CuHatrMan: This is in reply to your letter of January 
23, 1958, which requests information sapling to your committee’s 
study of the availability for public inspection of Teas applications 
filed with Federal agencies. 

The Small Business Act of 1953, as amended, authorizes this agency 
to make business and disaster loans to private individuals and private 
firms. No financial assistance is available to public organizations. 

Section 215 of the Small Business Act provides that the names of 
borrowers and the amount of loans shall be listed in a semiannual 
report to the President, the President of the Senate, and Speaker of the 
House of Representatives. This section also states that certain 
records of the Administration will be kept available for inspection and 
examination by the Senate and House Small Business Committees or 
their duly authorized representatives. 

In accordance with the foregoing, the names of borrowers and 
amounts of the loans are included in the agency’s semiannual re- 
port. This information is deemed to be a matter of public record. 
Where financial assistance has been denied, however, there is no 
requirement that this information be made public. It is not, because 
in our view, such publication could have an adverse effect upon the 
credit standing of the unsuccessful applicant. 

The loan-application form used by this agency requires a full and 
complete disclosure of the potential borrower’s business operation 
and financial condition. Completed forms contain detailed informa- 
tion relating to the applicant’s assets, profits, methods of operation, 
programs, and business plans. 

In accordance with usual banking practices the information sub- 
mitted by potential borrowers is regarded as confidential. Title 18, 
United States Code, section 1905, provides that such confidential infor- 
mation may not be disclosed except as specifically authorized by law. 
Thus, while loan applications are available for appropriate inspection 
by the Congress in accordance with applicable laws and established 
procedures, such applications are not public records. 

Pursuant to section 205 (b) (6), authorizing the Administrator to 
promulgate necessary regulations to carry out the authority vested in 
him by the Small Business Act, the attached rules have been issued 
governing the disclosure of information contained in the files of the 
Small Business Administration. 

A complete description of the Small Business Administration’s lend- 
ing programs has been made available to the general public through 
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publication of the agency’s loan policy statement, the issuance of semi- 
annual reports, and by numerous pamphlets, brochures, press releases, 
public testimony, and speeches. 
I trust that the foregoing satisfactorily answers your inquiry. 
Sincerely yours, 
WENDELL B. Barnss, Administrator. 





THE SECRETARY OF THE TREASURY, 
Washington, February 28, 1958. 
Hon. Joun E. Moss, 

Chairman, Government Information Subcommittee of the House 
Committee on Government Operations, House Office Building, 
Washington, D. C. 

My Dear Mr. Cuarrman: Reference is made to your letter dated 
January 28, 1958, inquiring as to the availability for public inspection 
of loan applications filed with this Department. 

The Department has authority under section 409 of the Federal 
Civil Defense Act of 1950 and section 104 of the Reconstruction 
Finance Corporation Liquidation Act to make loans for civil defense 
purposes, and under section 302 of the Defense Production Act of 1950 
as amended, and Executive Order 10489 to make loans for national 
defense purposes. However, as the Congress has not approved 
administrative expense allowances for handling the civil defense loan 

rogram since the fiscal year 1955, no applications for civil defense 
oans have been accepted since June 30, 1955. Prior to that date, 
seven loans were made to hospitals. We know of no request to inspect 
civil defense loan applications. 

Twenty applications for national defense loans have been filed since 
June 1955. No loan under this program can be made until the Office 
of Defense Mobilization has certified that the loan is essential for 
national defense. Quarter-annual reports, including information re- 
lating to loan applications which have been approved, are made to 
the Office of Defense Mobilization. The authority for national defense 


lending is expressly limited by statute to loans to private business 
enterprises. 

Applications for national defense loans contain financial and profit- 
and-loss statements of the applicants and information relating to the 
operations and processes of the applicants. This information comes 
within the provisions of section 1905 of the Criminal Code, title 18, 
United States Code. This statute limits the availability of the type 
of information contained in applications received by the defense 

nding authority 


’ 
Sincerely yours, 


LAURENCE B. Rossins, 
Acting Secretary of the Treasury. 





| 
| 
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| 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 


Washington, D. C., February 20, 1958. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, House of Representatives, 
Washington, D. C. 

Dear Mr. Moss: The following information concerning the avail- 
ability for public inspection of applications filed with the Veterans’ 
Admmistration for the guaranty of a loan or for a direct loan is fur- 
nished in response to your letter of January 28, 1958. 

The basis for the home, farm, and business loan activities of the 

Veterans’ Administration is title III of the Servicemen’s Readjustment 
Act of 1944. As to disclosure of information, however, section 1201 
of the Veterans’ Benefits Act of 1957 (formerly Veterans’ Regulation 
No. 11) provides that files, records, reports, and other papers and 
documents pertaining to any claim under any of the laws istered 
by this agency shall be confidential and privileged and that no dis- 
huis thereof shall be made except as cao provided therein. 
Section 1201 and Veterans’ Administration enone 507 and 512, 
which likewise are pertinent to your inquiry, have been reproduced 
and are enclosed herewith. The foregoing will serve as a background 
for the following specific information in respect to the questions con- 
tained in your letter: 
. (1) As provided by regulation 507, information concerning loan 
applications may be furnished to Members of Congress in their official 
capacity for official use. Similarly, this information may be {ur- 
nished to committees of Congress for official use. 

(2) The question as to distinction between applications from private 
citizens or organizations and public organizations is inapplicable. The 
Veterans’ Administration does not receive applications for loan 
guaranty or insurance, or for direct loans, from nonveterans or from 
public or private organizations. 

(3) The legal basis for restrictions on the availability of loan 
applications is section 1201 of the Veterans’ Benefits Act of 1957, as 
fully set forth in the enclosed copy. The enclosed Regulations 507 
and 512, which are within the limitations of this law, permit the 
furnishing of loan information not only to Members of Congress and 
committees, but also to ‘‘any party privy to a guaranteed or insured 
loan if deemed proper by a loan guaranty officer or chief attorney.” 
Although the basic law permits the Administrator to release infor- 
mation to individuals or organizations when, in his judgment, such 
release would serve a useful purpose, it is not considered that a 
useful purpose would be served by releasing, to the public generally, 
information with respect to individual loan applications. In keeping 
with the policy of the statute, it is believed that the veteran-applicant 
is entitled to this protection as a reasonable safeguard of his individual 
privacy in financial transactions involving a claim for the loan 
guaranty or direct loan benefit from the Veterans’ Administration. 

(4) The fact that a specific loan has been granted or guaranteed in 
favor of an individual veteran is not made public except as it may be 
incidentally open to the public by virtue of recordation of the mortgage 
securing the loan or where litigation and foreclosure proceedings arising 
from the loan obligation have the effect of making the loan transaction 
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ublic. The reasons for not publicizing the granting of an individual 
loan or a loan guaranty are the same as have been indicated in (3) 
above. 

(5) The denial of a specific loan application is not generally 
published for the same basic reasons as those pertaining to the non- 
disclosure of other loan activities mentioned in (3) and (4) above. 

(6) Public information concerning loan activities (loan guaranty, 
loan insurance, and direct loans), with statistics thereon, is provided 
on a general basis from time to time in newspapers in Washington, 
D. C., and throughout the United States, in frequent press releases, 
without identifying specific individual cases. In addition, a statistical 
summary of current and cumulative data relating to these activities is 
published and mailed monthly to more than 100 agencies, institutions, 
and individuals concerned with the housing industry. Informative 
and advisory pamphlets and booklets published by the Veterans’ 
Administration are sent to veterans, upon request, and further 
distributed by Veterans’ Administration regional] offices. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 
XIX. Conciusions 


The right to know is being smothered under a blanket of Federal 
rules and regulations, sometimes issued with no valid basis in law. 
As one violatien of the right to know is brought to public attention and 
corrected, another occurs somewhere else in the maze of Federal 
departments and agencies which touch on every facet of American 
life. Federal officials appear addicted to the doctrine that they alone 
can decide what is best for the people to know about their own Gov- 
ernment. This dangerous attitude has reached the point where 
Federal officials are boldly proclaiming that they will decide what 
even the Congress shall and shall not know about the operations of 
Federal departments and agencies. Only continued vigilance on 
the part of the public and the Congress can prevent Federal officials 
from thus chipping away one of the most important foundation stones 
of democratic, representative government. 


THE ABUSED SECURITY SYSTEM 


Misuse of secrecy labels intended to protect security information 
has continued, particularly in the Military Establishment. When 
challenged by the subcommittee, Pentagon officials have readily 
removed secrecy classifications which had been applied to such non- 
security matters as Military Air Transport Service planes used to ferry 
officials around the globe and information showing the corporate 
relationship between prime contractors and subcontractors on Army 
missile work (pp. 29 and 55). If the Pentagon is not challenged, item 
by item, secrecy labels, once applied, usually become permanent fix- 
tures. Sometimes, as in the case of the classified history of machine 
guns, the military service claims it simply does not have the money 
and manpower for the job of declassification (p. 53). After more 
than a year’s study under the direction of the Assistant Secretary of 
Defense (Public Affairs), the Defense Department still has not pro- 
vided for the automatic declassification of the vast backlog of historical 
material stored in vaults and warehouses under obsolete but costly 
security protection (p. 58). 
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One of the most flagrant abuses of secrecy labels was the Justice 
Department’s classification of information about the use of appropri- 
ated funds to send border-patrol officers to pistol- and rifle-shooting 
matches (p. 90). Another type of abuse occurs when a complete area 
of information is classified because one small part contains security 
information. Thus, photographs of gifts from foreign nations to 
United States officials were not permitted because the gifts were 
stored in a warehouse which also contained security iene (p. 113). 
And information about $19 billion a year in United States exports 
was withheld because less than $3 billion involved goods of a potential 
security nature (p. 146). 

In view of the obvious abuse of the security classification system, 
it is even more urgent that the recommendations in House Report 
No. 1884 (85th Cong., 2d sess., June 16, 1958, p. 161) be followed— 
recommendations that the President make effective the appeals pro- 
cedure for handling complaints of overclassification; that the Presi- 
dent require that each document classified in the future have a speci- 
fied date for automatic review or downgrading; that the Secretary of 
Defense set a reasonable date for the automatic declassification of the 
backlog of classified material; and that the Secretary of Defense 
provide for disciplinary action in cases of overclassification. 


BUSINESS AS USUAL-—IN SECRET 


There is a persistent attitude on the part of many Government 
officials that it is best to do the people’s business in secret. This is 
evident in the continued secrecy imposed upon the activities of the 
Commerce Department’s Business Advisory Committee—secrecy 
which is extended even to dinner meetings attended by members’ 
wives (p. 14). Similar secrecy is imposed upon Public Health Service 
advisory councils established to act upon Government research grants 
to nongovernmental institutions (p. 83). The Chairman of the Air 
Coordinating Committee refused to supply minutes of a Committee 
meeting to the California State director of aeronautics, a member of 
one of the Committee’s regional advisory subcommittees (p. 9). 
Since November 1956 the Board of Engineers for Rivers and Harbors, 
which passes on vast flood control, navigation, port, and other public 
works projects, has excluded the public from its meetings (p. 42). 
The General Services Administration went so far as to refuse to make 
public the rentals being paid for Federal office space (p. 80). Until 
challenged by the subcommittee, the International Cooperation Ad- 
ministration withheld from the public the terms of foreign-aid con- 
tracts and the reports on the performance under those contracts, 
although they involved the expenditure of large amounts of public 
funds (p. 125). The Public Housing Administration refused to make 
public a report which was the basis for the ouster of some local housing 
authority officials (p. 101). 


SORRY, MY MISTAKE 


In many of the cases of unjustified withholding of public informa- 
tion, Federal officials have explained that the refusal was an error or 
misunderstanding when challenged by the subcommittee. Thus, the 
Army conceded that the “for official use only” and “need to know’ 
restrictions placed on a pamphlet containing public statements of the 
Secretary of the Army and the Army Chief of Staff were a ‘‘misunder- 
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standing” and a “‘mistake”’ (p. 35). Similarly, the Air Force explained 
that a sweeping restriction on public comment by military personnel 
contained in an information bulletin at Parks Air Force Base, Calif., 
was an “unfortunate error’ (p. 40). A refusal by the Immigration 
and Naturalization Service to provide information about the importa. 
tion of Japanese farmworkers later was reversed and branded as 
‘fneorrect”’ (p. 95). The Army Corps of Engineers explained that 
denial of information to a prospective bidder on a Nike site construc- 
tion project was due to a “misunderstanding” (p. 55). A refusal by 
the Post Office Department to provide information about a contract 
for a new post-office building at Fieldale, Va., was subsequently ex- 
plained as a “misunderstanding” (p. 98). The most persistent ‘mis- 
takes’’—in violation of military regulations—involve the assumption 
of police powers by military personnel when a military aircraft lands 
in a civilian area (pp. 152-165). 

The frequency and persistence of ‘‘mistakes,” “errors,” and ‘‘mis- 
understandings” in the withholding of public information clearly 
indicate that officials down through the Federal hierarchy have little 
regard for the people’s right to know about the operations of their 
Government. 

THE BROAD RESTRICTIVE BRUSH 


Specific refusals of information often are based on broad directives, 
rules and regulations promulgated by the departments and agencies 
of the executive hited rather than on laws enacted by the Congress 
and signed by the President. The unilateral directives are written, 
enforced and interpreted by Federal administrative officials whose 
interpretations most often lean toward restricting rather than releasing 
information. 

Thus, the General Services Administration’s broad regulations 
governing access to Federal public buildings were narrowly interpreted 
to prevent news photographs in public places (p. 71). Miulitary 
officials repeatedly have interpreted directives permitting them only 
to withhold consent for pictures at an accident scene in civilian areas 
as granting them the power forcibly to prohibit photographs (pp. 152- 
165). Many times the restrictive regulations flow from laws which 
do not call for restrictions on information, and in some cases Federal 
officials have taken restrictive actions which are clearly illegal. A 
frequent offender is the Federal official who claims that title 5, United 
States Code, section 22 (Rev. Stat. 161) carries authority to refuse 
public information when, in fact, the law merely grants executive 
agencies “housekeeping” authority. The Treasury Department 
claimed the “housekeeping” statute as an authority to issue regula- 
tions on both export and import information (pp. 143 and 151); the 
Farmers’ Home Administration and the Rural Electrification Admin 
istration cited the “housekeeping” statute as an authority for regula- 
tions restricting information on loans of public money (pp. 200 and 
202); the Agriculture Department cited the “housekeeping”’ statute 
as authority for a regulation censoring TV and Sairateal productions 
(p. 8). 

When the authority for the General Services Administration’s 
restriction on a list of office rentals was challenged, the agency con- 
ceded that it did not have the legal right to refuse the list “in the 
public interest” (p. 81). The Defense Department continues, how- 
ever, to support a directive restricting access to information by the 
General Accounting Office even though the Budget and Accounting 
Act clearly states that the GAO may examine all information (p. 174). 
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Directives, rules and regulations affecting the availability of public 
information must be carefully interpreted to prevent unnecessary 
restrictions, and broad regulations never intended to restrict Federal 
documents and records must not be twisted into a violation of the 
people’s right to know. If information must be withheld, the with- 
holding must be based clearly on Federal laws enacted in the full 
light of public opinion and not based on regulations promulgated in 
the twilight of administrative bureaucracy. 


PROPAGANDA VERSUS INFORMATION 


The adequacy of information the public receives from its Federal 
Government is questionable when public funds are used for the 
generation of self-serving propaganda. Efforts in this area by the 
military services and the Department of Defense, using public in- 
formation services for the manipulation of information and “manage- 
ment of the news,” were discussed in House Report 1884 of June 16, 
1958. 

The issuance in September 1957 of a 14-page release entitled 
“Biography and Human Interest Features on Sinclair Weeks, United 
States Secretary of Commerce”’ is a prime example of the use of public 
funds for the personal glorification of a Federal official (pp. 28 and 
220). Congress did not appropriate money for the Department of 
Commerce to spend in describing how Secretary Weeks’ interest in 
baseball “rises to fever pitch,” how ‘decked out in a chef’s bat and 
apron, he prepares and serves griddle cakes for his guests to cover with 
Cat Bow maple sirup,” and how he wears a telephone headset to free 
his hands for writing letters during telephone conversations. 


THE SCIENTIFIC INFORMATION PROBLEM 


It is abundantly evident that the Commerce Department fails to 
appreciate the importance of adequate nonsecurity scientific and 
technical information. The Department imposed unenforcible and 
sometimes ridiculous requirements on correspondence between 
American scientists and their colleagues abroad (see H. Rept. No. 
2947, July 27, 1956). It was not until March 1958, that the Depart- 
ment finally made some obviously needed improvements (p. 17). 
Persistent efforts to perpetuate the Office of Strategic Information, 
created among other things to try to restrict nonsecurity information, 
further exemplified the Department’s shortsighted attitude toward 
the importance of a free flow of scientific and technical information 
(p. 13). 

The State Department’s virtual abandonment of the science attaché 
program came at a time when the receipt of scientific information from 
abroad was most important (p. 107). The Department’s failure to 
recognize its responsibility was dramatized by the absence of a scien- 
tific attaché in London in 1956 at the time the Russians visited Eng- 
land and stripped away much of the secrecy surrounding their work 
barnessing the power of thermonuclear (H-bomb) explosions. 

It is indeed a sad commentary that only after the Russians launched 
Sputnik I and II did the State and Commerce Departments take action 
to follow some of the recommendations long voiced by American 
scientists and by the House Committee on Government Operations 
(H. Rept. No. 2947, July 27, 1956). 





220 AVAILABILITY OF INFORMATION 


RESTRICTIONS ON INFORMATION TO THE CONGRESS 


In the past 18 months, the executive branch has expanded claims 
of authority to determine what information the Congress shall and 
shall not have about the operations of the Federal Government. The 
Department of Defense and the International Cooperation Adminis- 
tration are attempting to abrogate the clear statutory authority of 
the General Accounting Office, an arm of the Congress granted full 
access by law to records and ‘documents nec essary to evaluate the 
financial operations of the executive agencies and departments (pp. 
174-192). The Department of Defense has sought to impose ee 
unsupported requirements of ‘‘need to know,” ‘relevancy,’ and 
“clearance of information and reports before submission to Congress 
and its committees” (pp. 174-187). 

The Commerce Department’s new controls over contacts betv een 
officials of the Department and committees of the Congress are 
merely another example of the trend toward restrictions, control and 
manipulation of information which should be freely available to the 
Nation’s legislative body (p. 192). 


EXHIBITS 
Exuisir | 


Unitep States DEPARTMENT OF COMMERCE, OFFICE OF THE SECRETARY, 
Wasuineton, D.C. 


SECRETARY OF COMMERCE WEEKS TO PROMOTE TRADE ON EUROPEAN TRIP 


Sinclair Weeks, United States Secretary of Commerce and member 
of President Eisenhower’s Cabinet, will visit Europe September 5 to 19 
to promote trade. 

During the trip he will visit the United Kingdom and international 
trade fairs in which the United States is participating in Stockholm, 
Sweden; Vienna, Austria; and Zagreb, Yugoslavia. 

He will also meet with United States Ambassadors, Government 
officials and local businessmen in the various countries included in 
the trip. 


BIOGRAPHY AND HUMAN INTEREST FEATURES ON SINCLAIR WEEKS, 
UNITED STATES SECRETARY OF COMMERCE 


Hon. Sinclair Weeks, United States Secretary of Commerce, directs 
the United States Department of Commerce, the great institution of 
the Federal Government concerned primarily with the problems and 
progress of the American private business system, which is composed 
of more than 4 million independent enterprises. 

The Department is established by law primarily to foster, promote 
and develop foreign and domestic commerce, manufacturing, trans- 
portation facilities and various scientific and technological under- 
takings. 

Although the focus of much of its efforts is the business system, it 
performs all sorts of services for the general public. Among such useful 
services are directing the construction of Federal-aid highways and 
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airports, forecasting weather, compiling vital statistics, charting the 
Nation’s coastline, promoting the merchant marine, carrying on 
scientific research and many other functions useful to society. 

The Commerce Department’s staff of more than 45,000 includes 
trade specialists, patent attorneys, mariners, air pilots, scientists, 
engineers, economists, industry experts, census tabulators, business- 
men on loan from their companies, and regiments of technicians, 
clerks and stenographers on duty throughout the United States, its 
territories and the world. A few scientists are even stationed at the 
South Pole and on floating ice in the Arctic, cooperating in the 
International Geophysical Year activities. 

As Secretary of the United States Government’s business depart- 
ment, Sinclair Weeks naturally is regarded as a spokesman for business 
in the President’s Cabinet and as a spokesman with respect to ad- 
ministration policies and programs among businessmen. Publications 
often have described him as ‘‘Mr. Business.” 

From time to time President Eisenhower calls on Secretary Weeks 
to head special Cabinet committees on general problems. He was 
Chairman of the Presidential Advisory Committee on Transport Policy 
and Organization, which recommended legislation to give the carriers 
greater freedom to fix competitive rates and in this way to give the 
public cheaper and better transportation. Recently Secretary Weeks, 
as Chairman of, the President’s Special Cabinet Committee To In- 
vestigate Crude Oil Imports, submitted a plan for voluntary restric- 
tions in the interest of national security. This was approved by the 
President. 

In person, Sinclair Weeks is a soft-spoken, stockily built man of 64. 
Referring to his New England background and his genial firmness, 
one newspaper called him an “adamant Yankee.” 

He owns a large farm in his home State of New Hampshire, and 
spends his vacations there. This is in the heart of the White Moun- 
tains, a popular skiing center and resort area where experts from 
Europe compete with American enthusiasts. His favorite exercise 
is hiking, and he usually walks to his office from his Washington home, 
a distance of about 2% miles. 

The Secretary of Commerce is no stranger to Europe or its economic 
problems. During his life he has traveled to many parts of the world. 
After he took office in 1953, he organized a Bureau of Foreign Com- 
merce inside his Department to improve the Government’s service to 
importers, exporters, and the public. In 1955, after President Eisen- 
hower inaugurated the International Trade Fair program, Secretary 
Weeks visited fairs in England, France, Italy, Germany, and Belgium. 

Secretary Weeks has led in the promotion of United States trade 
and investment abroad. He has initiated programs to encourage 
American tourists to visit other countries and to welcome visitors to 
the United States. 

He is the administration’s active proponent of the legislation pend- 
ing in Congress that would authorize membership in the Organization 
for Trade Cooperation. The Commerce Department is represented 
on the Trade Agreements Committee, which is concerned with 
mutual reduction of tariffs under the General Agreement on Tariffs and 
Trade (GATT). Secretary Weeks also dirccts the export controls 
authorized by the Congress to safeguard the national security and 
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the economy against the drain of strategic and important com- 
modities in short supply. 

He is an ardent champion of President Eisenhower’s foreign eco- 
nomic policy. Neither an extreme free-trader nor an extreme pro- 
tectionist, Secretary Weeks is for every sound measure that will 
promote healthy, two-way trade. That the administration’s liberal 
trade policies are fruitful is attested by the statistics—a total annual 
rate of more than $30 billion for United States exports and imports. 

Under his direction, the Department of Commerce has begun, 
jointly with the States, the greatest public works program in all 
alery---paabiraction of the 41,000-mile system of interstate and 
defense highways. 

This will provide a controlled access route—generally a divided, 
hard-surface highway of four lanes or more—on which a motorist 
can drive from the Atlantic coast to the Pacific without being stopped 
by a traffic signal. 

The Department has also undertaken to modernize the Nation’s 
93,000 miles of commercial airways, installing the latest electronic 
air navigational instruments. The task is not only to strengthen 
safety and control the present heavy air traffic but to provide for 
the tremendous growth expected in the coming jet age. 

For marine traffic, the Department is conducting the country’s 
greatest peacetime shipbuilding program. 

For several generations, the Weeks family has served the United 
States in the armed services and in public office. 

Sinclair Weeks’ father, John Wingate Weeks, was an officer in the 
Spanish-American War, a United States Senator, and Secretary of 
War in the Harding and Coolidge Cabinets. Mr. Weeks himself 
commanded Battery B, 101ist Field Artillery Regiment, of the famous 
26th (Yankee) Division in France during World War I. His son, 
the third John W. Weeks, commanded the same battery in World 
War II. 

Thus Secretary Weeks, and his father and son, have all served in 
wars that were waged to achieve or protect the independence of 
peoples. 

he family home is still at Lancaster, N. H. President Eisen- 
hower, a close friend, signed the ratification of the Austrian peace 
treaty while he was visiting there in 1955. It took great-great-great- 
uncle John W. Weeks, a Congressman, 10 days to get to Washington 
by stage and boat 125 years ago. Secretary Weeks can make the 
same journey by plane in half a day. 

The Secretary’s avocation is farming. Cat Bow Farm, a large beef, 
dairy, and maple-products farm on a bend in the Connecticut River 
in Lancaster is reunion headquarters for the entire Sinclair Weeks 
clan. With more than 30 persons, including all grandchildren, his is 
the largest immediate-family group now represented in President 
Eisenhower’s Cabinet. He also operates another farm across the 
river in Lunenburg, Vt. 

The main farmhouse is a rambling, hospitable home, clapboarded 

ay with green trim, overlooking the one-hundred-odd sky-blue acres 
of Martin Meadow Pond. 

Secretary Weeks is particularly proud of his farm’s maple products. 
Like President Eisenhower, he takes pride in his cooking. Decked 
out in a chef’s hat and apron, he prepares and serves griddle cakes for 
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his guests to cover with Cat Bow maple sirup. Anyone who receives 
a gift can of the sirup may be sure it is a sincere token of the Secre- 
tary’s esteem. 

Sherman Adams, the assistant to the President, and his wife were 
guests at Cat Bow one summer, and warmly admired the sheep they 
saw. Back at their home in Georgetown, a residential section of 
Washington, they had a call from an express agency. Later that 
afternoon two lambs were delivered with the compliments of the 
Weeks family. They were put out in the Adams garden, and Mrs. 
Adams built a makeshift barn under a rose bush and lilac trees. 
The lambs enjoyed the garden, but a policeman pointed out a few 
days later that farming was frowned on in the city limits. 

One of his intimate associates is reported to have characterized 
Sinclair Weeks as “two-thirds businessman and one: third politician.” 

He began both careers in 1914, the year of his graduation from 
Harvard College. He started work as a messenger and clerk for the 
First National Bank of Boston, and helped organize the Young Men’s 
Republican Club of Massachusetts. When he returned in 1919 from 
war service in France, young “‘Sinny’’ Weeks went back to his bank 
job and ran for the office of alderman in Newton, Mass., a Boston 
suburb. He lost the first time, but won on a-second try. He served 
3 terms as alderman and 3 as mayor. His father before him had 
held both offices. 

John W. Weeks, the father, had been a founder of the large broker- 
age firm of Hornblower & Weeks. The son continued in banking 
until 1923. Then an assistant cashier, he resigned to manage the 
old firm of Reed & Barton, silversmiths. Later he became head of 
the United-Carr Fastener Corp., and built it to an important place 
as a producer not only of a wide variety of fasteners for clothing, 
luggage, tubing, and wiring but of metal components for the durats 
goods industries. 

He resigned as chairman of the board of United-Carr Fastener when 
President Eisenhower appointed him Secretary of Commerce in 1953. 
He also resigned from all his other directorships, including Gillette 
Safety Razor Co., Pacific Mills and the Pullman Co. 

Sinclair Weeks has held national office once before. For most of 
1944 he served in the Senate, under an appointment to take the place 
of Senator Henry Cabot Lodge, now representative of the United 
States to- the 12th session of the General Assembly of the United 
Nations, who had resigned to enter the Army. Mr. Weeks did not 
run in the election that followed, but continued active in Massa- 
chusetts and national party politics. 

He was among the first national political leaders to support Dwight 
D. Eisenhower as a candidate for the Republican nomination for 
President in 1952. He has served as Republican National Com- 
mitteeman from Massachusetts, and as chairman of the Republican 
National Finance Committee raised a record sum to finance the 
Eisenhower 1952 presidential campaign. 

Photographers who caught him at his desk in the Commerce De- 
partment found him with a telephone headset such as switchboard 
operators wear. He told them it freed his hands to make notes. 
During one long conversation, he said, he wrote three letters. 

Just before Christmas in 1955, the 66 employees of the offset plant 
that prints documents needed by the Commerce Department set out 
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to establish a record of no absences on sick leave for 2 full weeks. 
Believing themselves safe, the plant superintendent and shop foreman 
offered to pay for 10 days’ free coffee if they succeeded. The two 
bosses lost, but Secretary Weeks visited the plant to congraulate the 
employees, and he himself picked up the check for the 660 cups of 
coffee. 

The Secretary is an avid follower of baseball, America’s national 

ame. As the season advances, his interest rises to fever pitch. 
Dades a mass meeting of employees in the Commerce Building 
Auditorium, he arranged a news-ticker service that relayed the 
world’s series results, inning by inning. Weeks read the bulletins to 
the crowd. 

On his office desk is a framed motto: “Always do right. ‘This will 
gratify some people and astonish the rest—Mark Twain.” In his 
home are several still life pictures, painted by his wife, a talented 
amateur artist. 

In his industrial companies, Weeks long ago established 50-year 
clubs and delighted in honoring older employees. At Commerce he 
holds informal and private receptions to wish retiring employees 
Godspeed and continuing happiness. Almost never do these take 
place around his big, official desk. The two pull up chairs together 
and chat before the bur ning logs in the office fire place. The Secretary 
seems to have no other interest or responsibility beyond their immedi- 
ate topic of conversation, although members of his staff may be 
fluttering to break in. 

A veteran guard at the Commerce Building entrance remarked, 
“In all my years here, he is the first Secretary to stop and chat with 
me on entering or leaving tie building.” 

Secretary Weeks is a firm believer in the rights of all groups in our 
citizen-society. 

Massachusetts is one of the most cosmopolitan States in the Union, 
More than 60 percent of the inhabitants were either born abroad or are 
children of foreign-born parents. It was Sinclair Weeks who fought 
to give these newer citizen groups a chance to rise in the ranks of his 
party. He also led a movement to give full representation to citizens 
of recent overseas background on the State, city and town commit- 
tees of the party, along with the ‘old line Yankee” voters who had 
long been dominant. 

The balanced ticket that he had a leading role in originating gave 
racial representation to State candidates from Governor down. It 
resulted in the 1952 election of Christian Herter, who is of Scandinavian 
blood, as Governor. Mr. Herter is now United States Under Secre- 
tary of State. 

Besides the degree of bachelor of arts that he earned at Harvard, 
Mr. Weeks has honorary degrees of doctor of laws from Harvard 
University, Northeastern University, Tufts College, Lincoln Memorial 
University, Temple University, and Seton Hall University. He is a 
former overseer of Harvard University. 

To encourage qualified young people to enter science, Secretary 
Weeks authorized an open house at one of the Commerce agencies, 
the National Bureau of Standards, during 1 week last May; 6,000 high- 
school students were given a glimpse of science at work. 

Mr. Weeks was born in West Newton, Mass., on June 15, 1893, the 
son of John Wingate and Martha Weeks. His first wife, Beatrice 
Dowse, died in 1945; they had six children 
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He married Mrs. Jane Tomkins Rankin of Nashville, Tenn., the 
mother of two children, in January 1948. Together, Mr. and Mrs. 
Weeks have 22 grandchildren. 

Mrs. Weeks is known in Washington Government and diplomatic 
circles as a gracious hostess of great warmth and personal charm. 
She accompanies the Secretary on most of his national and global 
trips. 

COMMERCE DEPARTMENT PROGRAMS 


Two major divisions of the Department of Commerce which were 
established by Secretary Weeks are the Business and Defense Services 
Administration, whose 25 industry divisions serve domestic industry, 
and the Bureau of Foreign Commerce, which supplies the importer 
and the exporter with detailed information on world trade, tourist 
prospects, business opportunities abroad and foreign import duties 
and other data. The Bureau of Foreign Commerce also publishes 
guides to investment abroad, and cooperates in two-way trade pro- 
motion with friendly foreign governments, foreign chambers of com- 
merce and overseas businessmen. 

The Department of Commerce carries out its programs through a 
number of bureaus under Secretary Weeks’ general direction. The 
Bureau of Public Roads directs the immense interstate and defense 
highway project, which is expected to take 16 years and to involve the 
expenditure of $24.8 billion in Federal funds alone. 

The Civil Aeronautics Administration enforces flight safety and 
— traffic on the Nation’s airways. Through the middle of 1962, 

lans to buy new radar and other electronic equipment costing $810 
million i in preparation for the expected vast increase in air travel. 

The Maritime Administration administers Government participa- 
tion in the big peacetime shipbuilding program. Contracts have been 
let for the design of the world’s first nuclear-powered merchant ship 
and for the production of its reactor and driving devices. This 
unique ship is a spectacular feature of President Eisenhower’s atoms- 
for-peace program. 

During Secretary Weeks’ term, the scientific agencies in the Depart- 
ment have increased their service to business and the general public. 
The Weather Bureau began in 1956 a 4-year program for the replace- 
ment of obsolete instruments and facilities. Improved systems now 
give widespread warning of hurricanes and tornadoes. 

The Coast and Geodetic Survey, which charts the sealanes and the 
airlanes, is now publishing more than 43 million aeronautical charts 
a year. 

The National Bureau of Standards is concentrating on its primary 
purposes, which include basic and applied research, methods of meas: 
urement, and the maintenance of the many standards upon which 
science and industr vy rely. 

More than 50 prominent scientists have begun a study at the 
Bureau of ‘free radicals,’ which are lively fragments of molecules 
that may be trapped for study by freezing. The study, which iy 
sponsored by the Department of Defense, is opening up @ whole nsw 
field of science. Research at the same Bureau helped “repeal”? what 
students of nuclear physics called the law of parity. The concept had 
been accepted by scientists for 30 years. 





i 
| 





226 AVAILABILITY OF INFORMATION 


Of great direct interest to business is the Census Bureau, which 
under Secretary Weeks has greatly increased the scope and speed of 
its special reports on many subjects. Aiding this work are two 
Univacs, high-speed electronic computers, which even now are being 
replaced with new and faster Univac scientific computers. 

The Office of Business Economics, besides maintaining its many 
indexes, has published a number of special studies on trade and other 
sectors of the economy. It conteiies the gross national product, 
which measures the Nation’s output of goods and services in terms 
of its market value. Since 1952, it has increased almost 25 percent. 
Last year (1956) it crossed the $400 billion mark, and in the first half 
of 1957 was running at the annual rate of more than $431 billion— 
an alltime peak. Employment reached a new record high of 67.2 
million in July. 

The Office of Technical Services has brought to the attention of 
business an increasing number of Government research reports. 

The Patent Office, which protects the inventor, has embarked on 
long-term programs to shorten the waiting period for new patents and 
to mechanize the job of searching the records for inventions already 
patented or disclosed. The American patent system, founded in 
1790, has been one of the principal foundations for the country’s 
industrial prosperity. Whitney’s cotton gin, Edison’s electric light, 
Bell’s telephone are recorded there, along with the atomic reactor of 
Fermi and Szilard. 


SECRETARY WEEKS ON PEACE 


Secretary Weeks is in great demand from business and civic organi- 
zations as a speaker. No matter what his assigned subject, this war- 
veteran Secretary from a family of soldiers always emphasizes the 
theme of peace. 

He said in a recent address: “In this country, approximately 62.6 
percent of Federal expenditures are directly earmarked for national 
security. A similar heavy load is carried by the peoples of other 
countries. 

‘What a wonderful world this would be if the money and effort 
poured into the instruments of destruction were used, instead, for the 
pursuit of human happiness everywhere. 

“If we are ever to escape from the increasing burden of military 
expense, we must concentrate our utmost efforts on easing world 
tensions, on making friends among the nations, on spreading inter- 
national good will, and on bringing to this war-cursed generation a just 
and lasting peace.”’ 

In another recent address, Secretary Weeks said: ‘I think you will 
agree that the Eisenhower administration can truthfully be described 
as the peace administration. 

“Tt came to office while war was ragiug in Korea. That bloodshed 
was stopped. Since then, no American soldier has died on a battle- 
field anywhere on earth. 

“Although we all live with the atomic nightmare, the bomb has not 
been dropped. Why? Because in recent years the mutual defense 
of the free world has been built up to towering strength. 

“T say with deep sincerity: Peace has been the policy of President 
Eisenhower—peace without appeasement—peace without lowering 
our guard—peace with the desire for good will among all the peoples 
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of this earth—peace with the growing hope that it will endure forever. 

“You read in the newspapers of the earnest efforts by your Govern- 
ment’s representatives and by our partner nations to bring under some 
effective control the destructive forces of modern war. Without 
lowering our guard, we have been waging peace at the London Con- 
ference table and elsewhere. We are always ready to join hands with 
other peoples in promoting peace and friendship. 

‘“‘As Secretary of State John Foster Dulles au recently: ‘If mankind 
wishes to preserve the civilization it has created over many centuries, 
and guarded at great risk and cost, then it must find a way to free the 
world a the continuing threat of destruction from the weapons it 
has built.’ 

“That is the prayer of peoples all over the world. That is the hope 
for generations yet unborn. That is the supreme objective of Presi- 
dent Dwight D. Eisenhower.” 





Exuisit IJ-A 


Excerpts From A State DEPARTMENT Press AND Rapio BRIEFING, 
Tuespay, May 13, 1958, Hetp sy Mr. Joserpn Reap, DEPARTMENT 
Press OFFICER 


A.’ Lam goingon. You had some questions about another subject. 
This is a statement by me. 

A published report that the Department of State is drafting a 
directive on press relations which would regulate and limit contacts 
between news reporters and many Department officials is untrue. No 
such directive is being drafted or is contemplated. Press correspond- 
ents will continue to have contacts with Department officers in addi- 
tion to the public-affairs officers. It has been and continues to be the 
policy of the Department of State to make available to the press a 
maximum amount of news and information. 

Q. End of statement? 

A. Yes; end of statement. 

Q. When did the Department stop drafting the statement? 
[Laughter. ] 

A. There never was any—you don’t mean statement; you mean 
directive. There never was any intention to draft any such directive. 

Q. Your statement here doesn’t say that here, Joe. You say the 
intention is not now to draft it. Do you mean to say it never was 
the intention to draft such a statement? 

A. I have just said that. 

. You are adding that. 

(. Are you also saying there never has been in force such a thing? 

A. A directive? 

Q. The kind you discuss here. 

A. Let me go on a little bit here. There are several different parts 
of that story. 

It is normal practice in the Department for officers to draft 
memorandums of conversation with persons who confer with them, 
whether they are foreign or American officials or private persons. 


1 Throughout the text, A refers to answers by Mr. Reap. 
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This is to enable the prompt distribution of information to other 
officials concerned. 

What you might have in mind there is, recently, the heads of 
various bureaus and officers of the Department reminded their officers 
that news representatives were included among this number. Officers 
were likewise requested to inform the appropriate public-affairs 
officers of such conversations. This is a logical, and not a restrictive, 
procedure. 

The published report mentioned above referred particularly to the 
Department’s Bureau of Intelligence and Research. It is obvious 
that intelligence officers cannot be given blanket authorization to 
discuss with the press matters that come to their attention from many 
sources, open and covert. When feasible, arrangements will be made 
for officers of the Bureau of Intelligence and Research to brief the 
press on a background basis, as in the past. 

Q. Is that the end of it? 

A. Yes. 

Q. Are you trying to contend here that there have been no new 
restrictions put into effect? 

A. I pointed out here that some of the bureaus have reminded their 
officers- 

Q In writing, Joe? 

. 1 don’t know whether it is in writing or not. 

0. Could you find out? 

2 Couldn’t you find out on that point? 

Yes. 

0. And why it was done? 

Q. And why some of the bureaus and not all of the bureaus? 

A. I don’t know that there are any exceptions. 

Q. Can you find out, Joe, whether it was 1 order or 2 that was put 
out for the Bureau of Research and Intelligence? 

A. - hat do you mean by 1 order or 2? 

Q. I understand a previous order which has been in standing for 
some time was reemphasized and another one was put out subse- 
quently. 

Q. What you have said here is clearly a new order for the Research 
and Intelligence, is it not? 

A. No. What I have said here is from time to time in the past, you 
have been able to be briefed by these people. We will continue to 
do it: 

Q. Well, you know that’s not true. From time to time in the past 
we have gone directly to these people. Now you are forbidding it. 
Is that not the case? 

A. I can only say to that, as this statement says, it is obvious 
that intelligence officers cannot be given blanket authorizations to 
discuss 

Q. That is not the question. You are changing the regulations, 
are you not? 

A. There are no such regulations. Some departments have in- 
formally, I know, issued new guidances to their officers. Some of you 
have already brought this to our attention, that you are having 
difficulty in reaching certain officers in the Department. We are 
making every effort to see you will have contacts. We will continue 
to provide background briefings for you. 


AVAILABILITY OF INFORMATION 229 


Q. You haven’t answered my question. I want to know why you 
won’t answer. I want an answer. Is it not true that you are now 
cutting the press off from direct contact on an individual basis with 


the major part of the Department, this Bureau of Intelligence and 
Research? Yes or no? 


A. The answer is, ‘‘No.” . a 

Q. Is it then true that we may continue as we have in the past 
individually to talk to these people, and they will be authorized 
individually to talk to us? Obviously we are not expecting them ,to 
show us classified material. 

A. Where we can make that arrangement, we will do it. 

Q. We never had to have you do it. We did it ourselves. Are 
you changing that regulation? 

A. I don’t know whether that has been changed or not. 

Q. Well, Joe, you know what the situation has been in the past. 
We picked up the telephone and called these people and got help. 
Now, we have been told they cannot help us like that; that the only 
basis [on which] * they can do that is when a representative of the 
P area is sitting in the room with us. Now, isn’t that a change? 

A. Apparently there were far more contacts with these people 
than this office was aware of. 

z you saying that is bad, Joe? 

o 


Q. Is that being changed? Are we no longer allowed to pick up 
the telephone and talk to these people without someone from your 
shop or P area in on the conversation? 

A. I think you must expect that each officer to whom you would 
address a question would exercise discretion on whether or not he 
can talk to you about subjects 
. Q. That is not answering the question. 

Q. Joe, you said here at the beginning of the statement that press 
correspondents would continue to have contacts with Department 
officers in addition to public affairs officers. Specifically does this 
include officers in the Far Eastern Division who have been most 
inaccessible? 

A. I think you must realize the problem we have here all the time, 
when news is developing rather quickly in certain parts of the world. 
The person who is most concerned with that area is often too busy 
trying to keep himself abreast of the developments and unable to see 
the press. 

Q. He isn’t too busy to give you a call back. 

A. We have difficulty, too. 

Q. You mean with the Far East area? 

A. When the situation as I have explained it develops, it happens 
all over this Department. 

Q. Joe, I would like to point out that your statement, in my view, 
is misleading because you say here, when you speak of the Bureau of 
Intelligence and Research, ‘It is obvious that intelligence officers 
cannot be given blanket authorization to discuss with the press 
matters that come to their attention from many sources, open and 
covert.” To begin with, no one has ever suggested that they be 
given “blanket authorization” to reveal top secret information. 


3 Throughout the text, inserts made by the State Department. 
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Point No. 2, these people in the past, and presumably still are intelli- 
gent enough to realize approximately how much they can give us 
im the ee guidance. You are setting up a strawman here and 
then knocking it down to excuse a policy which winds up as restric- 
tive. 

A. Do you wish to characterize that as a protest? 

Q. I think you can characterize an awfully lot of these questions as 
protests. 

Q. Joe, one other thing. Have the officers of the Department, 
throughout the Department, been instructed to write memos to their 
superiors on any conversation they have with the press? 

Let me go background on that—background in both ways— 
historically too. When I first came into the Department it was the 
practice for officers of the Department to write up a memorandum 
of conversation with every person they saw. And I do remember 
back in 1946 when we came in every morning and have a sheaf of 
these papers to read. I think that Maggie might verify that Mc- 
Dermott did that too. Isn’t that so? 


Yes: 

A. So that is not new. 

Q. This was the thing, that others may recall by way of background, 
that lasted a fairly short time, mainly because of the protest made by 
Mr. McDermott to Mr. Stettinius of the inhibiting effects of the 
system. 

Q. Is what you are saying now, Joe, that that process or practice 
has been reinstituted? 

A: What I have said in the statement earlier is that recently the 
heads of various bureaus have reminded their officers of that prac- 
tice—— 

Q. Is it now necessary for a Department officer who talks to the 
mémbeér of the press to make a memo of that conversation? 

A. That would be up to the bureaus, and the bureaus have done 
that, yes. 

Q. The answer is yes. 

A. Yes. 

Q. What brought this decision recently? Why was this done? 

A: What decision? . 

Q. The one you referred that these people did recently. This is the 
first time its happened since Dulles has been Secretary of State. Why 
has this happened recently? 

A. I don’t know why. Each bureau must exercise that judgment. 

Q. Joe, why the coincidence that suddenly the heads of various 
bureaus and officers of the Department decide to remind their offices 
of this practice? Did someone above them in status in the Depart- 
ment suggest this was a good time to do that, or is it pure coincidence? 

‘A. I don’t know what the cause of it is. 

Q. Joe, it seems to me that your initial couple of paragraphs here 
aré not borne out by the later information you disclose in answer to 

uestions, and it would seem the only thing you are quarreling with in 
the story is the use of the word “directive.” Now, whether it is 
called a directive, a memo, or guidance, is unimportant. The net 
effect is what we are interested in. Would you say that is a pretty 
accurate summation? 

A. You have already made some observations on your inability to 
reach certain people in certain areas. I will convey that back and 
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see what we can do to rectify that for you. But that does not apply, as 
I have pointed out to you, in situations where officers in charge 
of a certain area are very much occupied with the development, in 
this area and otherwise inaccessible. i a 

Q. Joe, the wording of your first paragraph, I just wanted to know 
whether it is to be taken as a unit. You deny issuing or working on 
a directive which would regulate or restrict-—— 

A. Regulate or limit. 

Q. Is the point you are making here that the directive would no 
regulate and limit contacts? 

A. There is no directive, one way or the other. There never has 
been any, any thought of having one. . 

Q. You will look up whether this action by the heads of the various 
bureaus and officers to their lower ranking staffs about making memos 
of conversations, and so forth, whether that was in writing. it seems 
to me that is a very easy question that you probably know how, 
don’t you? 

A. I don’t know that anyone has done that in writing. I don’t see 
that that is a restrictive measure. 

Q. We could interpret it as we wish. We want to know, Joe, 
whether it was done in writing, and whether everybody was called 
to one big pep rally. 

A. I will check through the offices and see how that was done. 
But the purpose of the memorandum of conversation, John (Scali), is 
to disseminate information within the Department. 

Q. Joe, there might be also another effect to that, and which would 
be a restrictive one. In the past the process has proved completely 
unwieldy, and secondly it has had the effect of limitjng conversations 
and making people who talk with us far more cautious than they 
otherw‘se would be. And, secondly, if they have to sit down and 
write the memo, well why bother with it. They continue on with 
their own work and not have to take on this extra added chore. 

A. Anyone who would talk to the press, particularly when he is 
charged with important matters of foreign affairs of the United States 
Government, would exercise discretion anyway. 

Q. Joe, just as an incident, there was an AP report last Friday 
from Djakarta saying that Jones had met with Subandrio on the 
question of intervention by foreigners in the civil war there. Now, 
in seeking confirmation of this, tees Jones had met 2 or 3 times 
with Subandrio, the people in charge of that area would not comment 
in any way whatsoever. You couldn’t even get a comment on ap- 
parently an authoritative published story; and this seems to me quite 
ridiculous. 

A. I don’t think it ever was the policy of the Department to divulge 
all the information 

Q. Joe, as you well know, there are literally a dozen other incidents 
which we can cite which have cropped up in the past couple of weeks 
to add to this, but for the sake of time why we just won’t. 

A. Well, there are personalities in the Department too, Ted (Ken- 
worthy), that we know about, and we have tried to help you. I 
know that some people are difficult to get information from. We 
are aware of that and we-have tried to help you with it. We will 
continue to do so. beg: 

Q. Precisely when did this directive go out? 

A. I don’t know. 
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Q. Well, can you roughly determine? 

A. I will see if I can get that for you. 

Q. On that same point 

Q. Do these memos that the officers have to write, are they only 
for during office hours [Laughter|—or for any time? That is a serious 
question. I want to know on another one too. When this was in 
effect in the past, how much of the time of the key officers with whom 
we talked did it take? 

A. First, I just don’t know what this does to after-hours meetings. 

Q. Will you check into that, sir? 

A. I will check, but I don’t know what we can do about the second. 
I don’t know whether we can evaluate the time. 

Q. Does this apply to public affairs officers as well as to other 
officers? 

A. I would like to say off the record here that thank goodness it 
apparently doesn’t apply to me. End off the record. 

Q. What is the difference between a “directive” and a “guidance’’? 

A. You are setting up the straw man. 

Q. You used the word “guidance” yourself. You deny in an official 
statement that there is any directive, and you say that guidance has 
been sent out. 

Q. You said they have issued new guidances to all of them. 

A. For the purposes of what I think you are getting at, your use of 
the word “directive” or “‘guidance” as something being new in the 
Department, the answer is ‘“‘No.’’ There is no intention of making 
a distinction here. 

Q. Joe, somebody in the Department did find it necessary in his 
judgment—or some group of people—to send out some new instruc- 
tions, or reminders, or guidances, or whatever you call them. This 
is clear from what you say, is it not? 

A. The reminder was sent out about memoranda of conversation, 
yes. 

Q. Was this done sort of orally by, say, an Assistant Secretary 
calling all his people in and having a staff meeting? 

I don’t know how it was done. 

Could it have been in writing? 

I don’t know. 

— are going to check into that for us? 

es. 

The other question is whether all these people just spontaneously 
came up with this idea. 

A. Of course you are talking about people I don’t know. 

Q. Was it a spontaneous demonstration? [Laughter.] 

Q. Has the Secretary approved this renewal of this old order on 
memos? 

A. I doubt that this is something for the Secretary. No; I am 
sure he doesn’t know. 

Does Andy Berding? 

I don’t know whether he approved it. He is aware of it. 
He has approved what you’ve read us today. 

That is true. 

You are issuing this on his authority. 

On his authority. 
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. Has the Secretary approved what you’ve read today? 

. No; I don’t think so. 

Send him a memo. [Uproar.] 

. Joe, what is the reason for the renewal of this? What happened 
to make it necessary that this restrictive measure be taken? 

A. I have already denied that there has been any new restrictive 
measure. 

Q. That is my interpretation. It seems to me the sum total of this 
reminder that every official that every newspaperman goes to has got 
te thereafter sit down and draft a lengthy memo on the burden of the 
conversation is in itself a restrictive measure. It would tend to limit 
the information made available by officials outside of the News Divi- 
sion itself of information on pertinent matters of concern in the news. 
Now, what I am asking is what brought this on? 

A. I don’t know. And I said earlier that the decision is one for the 
Director or officer in charge of the different bureaus to determine. 

Q. Joe, let’s put it on the record. You know what brought this on. 
There have been a lot of leaks of stories which appeared in newspapers 
and magazines and various people in the Department have been un- 
happy about. And you have sent your Department flatfeet out to 
try to track them down. Everybody in this room knows that a lot 
has been told about this directive, and this is the reason—unless you 
say otherwise—that we have to assume the Department is doing this. 
If you care to comment, I would be happy to have your comment. 

A. No comment. 

Q. Joe, there is one thing we want to say here, and that is that all 
of us are very appreciative of your Division does in the way of helping 
us, and we think you do very capable work. However, despite the ° 
very best you can do, many situations will come up which involve 
seeking detailed background knowledge which it is not humanly possi- 
ble for you to have. And this is the reason why we need contacts with 
people who handle the problem day by day in a detailed way. We 
want to make it clear that we are not directing any criticism against 
your shop. 

A. Thank you. 

Q. I would be happy to second that. 

A. Thank you, too, Mr. Roberts. 


LOPO 





Exnarsit II-B 
INR ApMINIsTRATIVE CrrcuLaR No. 56, Aprin 4, 1958 


Subject: Contact of INR employees with representatives of the press. 


I. Purpose: To establish a uniform procedure for the guidance of 
INR personnel who may have occasion to deal with members of the 
press. 

II. Background: Contact between employees of the Department 
and members of the press is primarily the responsibility of the Assistant 
Secretary for Public Affairs (P). The responsibility of the Bureau of 
Intelligence and Reserach is not, generally, an appropriate subject for 
discussion with the press. It is, therefore, INR’s policy to discourage, 
insofar as possible, contact with representatives of the press and to 
permit no conversations on official matters except in the presence of 
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an authorized representative of P or the appropriate regional bureau. 
In cases where representatives of the press may request information 
from INR personnel, they will be treated with courtesy and tact. 

III. References: R instruction No. A-3, March 2, 1953, which is 
hereby rescinded. 

IV. Procedure: INR personnel should, if contacted by representa- 
tives of the press without previous clearance from P, inform the caller 
that they are not the appropriate person to answer the question; that 
the appropriate office to contact is the News Division (P). INR 
personnel should, of course, furnish all pertinent information to an 
authorized representative of P within applicable security restrictions. 

In cases where it may be appropriate for INR personnel to supply 
information for transmittal to the press, P, or the regional bureau 
concerned will obtain the information and will supply it to the press. 
In very exceptional cases, where it may be decal e for a representa- 
tive of INR to meet with a representative of the press, INR/EX 
should be notified and arrangements made with P and/or the regional 
bureau concerned to provide a representative who will conduct the 
meeting and furnish guidance as to the nature and extent of the in- 
formation to be revealed. 


R Instruction No. A-3 


DEPARTMENT OF STATE, 
OrrFicE oF SpEcIAL ASSISTANT INTELLIGENCE, 
March 2, 1958. 


CONTACT OF R EMPLOYEES WITH REPRESENTATIVES OF THE PRESS 


I. Purpose: To establish a uniform procedure for the guidance of 

R personnel who may have occasion to deal with members of the press. 
I. Background: Contact between the Department and members 

of the press is primarily the responsibility of the Special Assistant for 
Press Relations. SA-—M, R’s responsibility is confined to the field of 
intelligence and intelligence is not, generally, an appropriate subject 
for discussion with the press. Accordingly, it is R’s policy to dis- 
courage contact between R personnel and representatives of the press 
and to permit no conversations on official matters except in the 
presence of an authorized representative of SA—M or the appropriate 
regional bureau as hereinafter, provided. Nevertheless, in cases 
where representatives of the press may request information, or other- 
wise make inquiries of R personnel, it is imperative that they be 
treated with courtesy, tact, judgment and discretion. 

III. Procedure: Inquiries made by representatives of the press to 
R personnel should be handled in the following manner: 

he R employee should state something along the following lines: 

“T am not the appropriate person to answer your question. t me 
refer you to the Press Office of the Department on extension 5301.” 

R personnel shall not answer further, even to supply factual informa- 
tion necessary to answer such apparently innocuous questions as 
‘‘What is the capital of Paraguay?” Experience has shown this 
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restriction to be necessary in order to protect R personnel from being 
led from an innocent factual question into discussion of policy matters. 
However, R personnel should furnish information to any representa- 
tive of SA~M upon request, within applicable security restrictions. 





This Office Instruction has been cleared with A, SA—M, each geo- 
graphic bureau, E, H, P, UNA, and L. It has been agreed that R 
personnel must not be put “‘on the spot” through the reference, to R, 
of representatives of the press. It is understood that in cases where 
it may be appropriate for R to supply information for transmittal to 
the press, SA-M or the Bureau concerned will procure the informa- 
tion from R and will supply it to the press. In very exceptional cases 
where it may be desirable for an R representative to meet with a 
representative of the press, R/ES should be notified and arrangements 
should be made with SA-M or the Bureau concerned to provide a 
representative who will conduct the meeting and provide guidance as 
to the nature and extent of the information to be revealed. 





ExaiBit II-C 


Press Reaction to State DEPARTMENT RESTRICTIONS ON PRESS 
Contacts — 


[United Press story of May 21, 1958, from Washington Daily News] 


OrrFiciaALs ARE Dums By DreereE—REporTERS Micut MAKE Un- 
WARRANTED ASUNCION 


A State Department order prohibiting intelligence agents from 
telling the name of Paraguay’s capital to reporters came to light today. 

The order warned that a clever reporter might easily turn such an 
“innocent factual question into discussion of policy matters.” 


BEWARE 


The order, issued in 1953 and recently rewritten, told personnel 
of the Department’s Bureau of Intelligence and research they should 
steer completely clear of reporters no matter how “innocuous” their 
questions might seem. 

Suppose, the order said, a newsman asked the name of the capital 
of Paraguay. The proper reply, according to the directive, would 
be something along these lines: 

“T am not the appropriate person to answer your question. Let 
me refer you to the Hees Office of the Department on extension 5301.” 

The order explained that you never know when an adroit reporter 
will ask an apparently innocent question like this to draw you into a 
policy discussion. Intelligence men aren’t supposed to talk policy. 

The order was made public by Chairman John E. Moss (Democrat, 
California) of the House Government Information Subcommittee. 
He wrote Secretary of State John Foster Dulles to demand an explana- 
tion of the directive and one which replaced it last April 4. 
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REWRITE 


The new directive omits any reference to the Paraguayan capital 
but the intent seems to be the same. 

Whatever the reason for rewriting the directive it appeared just 
as tough as ever to get the name of Paraguay’s capital from the In- 
telligence Division. A reporter who telephoned to ask was told the 
expert on Paraguay happened to ke “traveling” and was given another 
number to call. 

Psst—the capital of Paraguay is Asuncion. 





{Column by Chalmers Roberts, oe Post and Times Herald, May 25, 
1958 


Memos at Strate Borrte Up News 
By Chalmers M. Roberts 


One would think that the State Department had enough troubles 
without getting into a row with the press by trying to restrict the 
gathering of news. But bureaucrats, or at least some of them, 
apparently will be bureaucratic. 

The closest thing to an official explanation for the new gag rules is 
that there have been too many leaks. Two leaks in particular appear 
to have prompted the new restrictions. 

One was a press association story during the recent Sumatran 
rebellion against the Sukarno government. It said that the United 
States was counting on General Nasution, the army chief of staff, 
considered pro-American, to demand of Sukarno favorable changes in 
the Indonesian regime after the fighting ended. Another was a news 
magazine story detailing American plans for getting back on better 
terms with Nasser. 

In one, perhaps in both, of these instances State Department 
security men were sent out to find the source of the leak. In another 
case, involving the recall of Ambassador Aljison from Djakarta, at 
least two reporters were told by friends at State that the security men 
had been checking on their sources. One of the newsmen was told 
that 10 security men had spent 8 days questioning some 100 State 
Department employees. 

In some past cases where foreign policy issues had to be resolved by 
the President at the National Security Council table the FBI has 
been called in to run down leaks. Any such check of officials tends to 
create a period of clamming up to reporters. 

The State Department, however, is not monolithic nor are its 
employees all cast from the same form. The restrictive attitude 
toward the press has long been apparent to newsmen in the Far East 
Bureau and of late in the Near East, South Asia, Africa Bureau. 
This is not unrelated to the fact that the United States has not been 
doing well in these areas and when things are going badly the diplo- 
mats naturally tend to try to put on the best possible face. Or most 
of them do. 
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Apparently as a result of the leaks mentidiied “above, a number of 
Assistant Secretaries some weeks ago resolved to limit press contacts 
with their staffs. There is some dispute as to whether a formal 
directive was in the making when the first news stories appeared, 
halting or suspending such a move. 

But it was admitted that the Department has now reinstated an 
ancient rule that officials had to write memos of any talks with 
reporters. This rule was first instituted by Secretary Stettinius but 
was quickly forgotten for the time-consuming nonsense it was. 

In addition, the head of the Intelligence and Research Bureau re- 
vamped an old order flatly forbidding his people to talk with newsmen. 
It so happens that Hugh S. Cumming, Jr., head of that Bureau, not 
long ago was Ambassador to Indonesia himself. This regulation has 
served to deprive newsmen of frequently useful contacts with experts 
in many areas of the world who could fil them in on a lot of develop- 
ments the experts alone had been following in great detail. 

Somehow, Cumming appears to believe these experts have been 
discussing policy but if that is what he believes, he is wrong. The 
effect of his order is to deprive the press of aid in explaining more 
intelligently some of the complex problems around the world. 

The memo-writing rules has two effects. It inhibits some of the 
more timid officials from doing more than parroting the official line 
to newsmen. And it is such a time-consuming nuisance that it 
often tips the balance in favor of saying, ‘‘Tell him I’m not in” when a 
reporter calls in person or by phone, some of those who otherwise 
have been more available than not. 

No reporter, of course, has slackened his efforts to get at the facts. 
Nor has the gag inhibited those many officials who consider such a 
move to be ridiculous from continuing to talk freely with reporters. 
The gag has been especially hard on the press association reporters 
who of necessity must be able to get information in more of a hurry 
than anyone else—and what they write fofms the great bulk of what 
Americans read in their papers and what they hear on the radio or 
television. Here it is the public which is the loser. 








238 AVAILABILITY OF INFORMATION 


“We Have a Report That a Newspaperman Asked You 
What ‘Time It Was — And You Told Him” 







STATE 
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[Washington Post and Times Herald, May 1958] 
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Exuisrr III-A 
[Story from New York Times, Thursday, April 26, 1956] 


Russian RESEARCH IN Fusion Contrrot Impresses Brirons 


Lonvon, April 25.—Progress made by Soviet scientists toward 
controlling thermonuclear explosions was described here today 
by Prof. Seite V. Kurchatov, leading Russian authority on atomic 
energy. 

rr 300 of Britain’s top scientists who heard him describe 
at Harwell, the British atomic energy center, the results of more than 3 

ears of research toward controlling the energy created by fusion, as 
in the hydrogen bomb explosion. ; 

The method on which the Russians have been working—the 
passage of extremely large electric currents in short bursts through 
tubes containing various gases, oar deuterium, a heavier 
hydrogen isotope—has been the subject of experiments in various 
countries, including Britain. 

The substance of the Russians’ work as related by Professor Kurcha- 
tov is: 

Experiments have been carried to a stage at which temperatures 
of the order of 1 million degrees centigrade have been attained. 
aoe is the threshold at which the fusion reaction might be expected to 

egin. 
he Russians have detected the production of neutrons. At 
first sight this would be taken as a sign that fusion had been effected, 
but by careful work over several years they have shown that these 
neutrons are the result, in fact, of an unexpected set of changes in the 
nature of the gas discharge tube. m 

Their work thus marks a step forward scientifically, but the at- 
tainment of fusion reactions in this way must await the employment 
of still larger electric currents and the production of still higher 
temperatures. There also will be other problems to be solved. 

The audience, which included Dr. B. J. F. Schonland, deputy 
director of Britain’s atomic research headquarters at Harwell was 
impressed by the quality of the research that the Russian described, 
by his manner of presentation and by his lack of hesitation in replying 
to technical questions. 

His revelations were said by informed observers to be much more de- 
tailed than data ever released in Britain or the United States. 

Professor Kurchatov, who came to Britain with Nikita S. Khru- 
shchev, Soviet Communist Party leader, and Premier Nikolai A. 
Bulganin, spoke in Russian, but provided copies of his address in 
En fish and Russian. 

here has been work at Harwell on electronic methods of achieving 
temperatures almost high enough to set off the vital thermonuclear 
reaction, but no results thea this work have yet been announced. 
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Exursit III-B 
[Editorial, Washington Post and Times Herald, January 18, 1958] 
Enp to LyING 


The State Department’s appointment of Dr. Wallace R. Brode as 
its science adviser promises a revival of an obviously essential arm of 
modern diplomacy which this administration has ne licked shockingly. 
Yet the administration has beclouded a praiseworthy act with a dis- 
ingenuous explanation of the reasons. How refreshing it would be 
if Government departments could be persuaded to acknowledge 
candidly and simply: ‘‘We were wrong.” 

Former Secretary of State Acheson established the scientific attaché 
program at a time when the connection between science and diplomacy 
was less understood in some quarters than it istoday. The first science 
adviser was Dr. - ‘Koepfli, a member of the faculty of the Cali- 
fornia Institute of Technology who happened also to be a lifelong 
Republican. 

By 1953 Dr. Koepfli had science attachés in several important 
capitals abroad who were providing the Department with valuable 
reports on foreign scientific activity. Before too long, however, 
Dr. Koepfli’s good standing in the Republican Party proved an inade- 
quate protection for the obvious intellectualism of his program. Not 
only was the scientific attaché program ruthlessly eliminated, but some 
of its leading officials also were bruised by the ugly smears so wide- 
spread during the period of McCarthyism. 

' For 4 years, despite the urging of many scientific leaders, the Depart- 

ment refused to appoint a science adviser. It is fortunate that 
sputnik has now led to the excellent choice of Dr. Brode, one of dis- 
tinguished twin scientists who is well known in Washington as an 
associate director of the National Bureau of Standards and the new 
president of the American Chemical Society. It is regrettable, how- 
ever, that the State Department’s news i utterly distorted the 
background by saying that the appointment “signals a fresh empha- 
sis” on the science attaché program. 

The country is hopefully awaiting an end to complacency in the 
administration. It would also welcome an end to “lying,” if we may 
use a plain and old-fashioned word to describe the all too prevalent 
attitude toward truth-torturing and _ self-justification in official 
statements. 





Exuisit IV 


[Column by Eric Ridder, Publisher, New York Journal of Commerce, 
September 13, 1957] 


Rep Tare AND FLEAS 


The way of Government regulations with business is somewhat akin 
to the way of fleas with dogs: An unwary dog can pick up a lot of ’em 
in a hurry, they breed fast and once ensconced, it’s the very devil to 
get rid of them. 

Any businessman can think of several examples of “temporary” 
Government incursions into private areas, justified by war or some 
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other crisis, but nearly always they become hardened and set in per- 
manent molds requiring an H-bomb to blast loose. 

For example, take the wartime censorship of export information. 
No one argues that the Government shouldn’t clamp on a censorshi 
lid in times of war, but it’s pretty hard to think of reasons why seh 
censorship should continue for years and years after the emergency is 
over. But, as readers of this newspaper know, such was the case. 
Only a few weeks ago, and with the vigorous help of Congressman 
J. E. Moss (Democrat, California), was the Journal of Commerce 
successful in its long efforts to once again tell United States business- 
men what is being shipped abroad. 

Practically the entire executive staff of the Journal of Commerce for 
months on end had been virtually commuting to Washington seeking 
to have wartime censorship lifted so we could begin publishing, as we 
had for more than a century before, the export data which are so vital 
to keep business, industry, and agriculture alerted to changing world 
market conditions. 

There had to be an intradepartmental clearance to lift the publica- 
tion ban and, as the man said when he threw the elephant into the 
tree—‘‘Brother, that ain’t easy.” 

With the departments directly concerned we met with intelligent 
and sy mpathetic response. David W. Kendall, Assistant Secretary 
of the Treasury, and the Bureau of Customs, in the persons of Com- 
missioner Ralph Kelly and Assistant Commissioner David B. Stru- 
binger, all were with us. But other than that, we ran up against 
a blank wall of bureaucratic inertia. That is, until we took the 
record of our 34 trips to Washington, umphty-umph briefs, letters 
and phone calls (all fruitless) and placed it in the hands of Congressman 
Moss and his watchdog committee, the House Government Informa- 
tion Subcommittee. 

Needless to say, Congressman Moss carried his quest for reasons 
behind the continued cloud of export secrecy right to the agencies in 
question. 

I am happy to be able to report that, because of these moves, the 
Journal of Commerce late this fall will resume publication of this 
information, the importance of which was summed up by Congressman 
Moss, who said: 

“The up-to-date export information to be made available by the 
Treasury Department will help truckers, railroads, and the shipping 
industry develop additional markets; American manufacturers can 
discover foreign sales potentials; exporters of farm products will have 
new information on world markets, and every segment of our economy 
will be able to use the statistical data to good advantage.”’ 

Congressman Moss, I couldn’t say it better myself. My thanks 
to you, sir, and, I know, the thanks of Americans everywhere. 


Eric Ripper. 
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ADDITIONAL VIEWS OF HON. CLARE E. HOFFMAN 


In my minority views on the subcommittee’s two most recent re- 
ports, 23d Report by the Committee on Government Operations, 
Availability of Information From Federal Departments and Agencies 
(Scientific Information and National Defense), dated April 22, 1958, 
House Report No. 1619, and 27th Report by the Committee on 
Government Operations, Availability of Information From Federal 
Departments and Agencies (Department of Defense), June 16, 1958, 
House Report No. 1884, my views regarding the tactics of the sub- 
committee were set forth. This latest volume of the collected letters 
of the chairman of the subcommittee, Mr. Moss, has done nothing 
to change my mind. 

There was stated in my minority views in the last report of this 
subcommittee my regret at its self-serving ‘press agentry.”’ This 
fault is apparent again in this report. 

The report was not presented to the Committee on Government 
Operations until W ednesday, August 6, 1958, at which time the 
committee directed that it not be released before Monday noon, 
August 11. 

Notwithstanding the committee’s decision and the agreement, I 
was interested but not surprised to read all about the contents of the 
report, complete with quotations, in the wire service messages of early 
afternoon on Wednesday, August 6, and in full news stories in the 
Evening Star that evening and the Washington Post on the morning 
of August 7. 

It may be said that the writer was not surprised because, despite 
previous agreements, the reports of this subcommittee have been 
regularly “leaked’’ to the press. 

This subcommittee’s staff, whether with or without the knowledge 
or consent of the subcommittee chairman, has fallen into the practice 
of making premature press releases, notwithstanding the most solemn 
assurance that it would not again violate its clear agreement. 

The subcommittee’s repeated statements that it did not know who 
was responsible for the violation of clear and unequivocal agreements 
would have more weight if it were not for the fact that the members 
of the staff are experienced operators. 

Notwithstanding the fact that members of the staff are experienced 
reporters and newspapermen, or perhaps it is because of that fact 
while they may not have deliberately leaked information to other 
press people, they certainly have not plugged the holes through which 
the information flows—not seeps. 

Although this effectively thwarts a member who might wish to get 
a fair statement before the public at the same time as the subcommittee 
publicizes its release, it may be valuable in demonstrating the hoax 
the subcommittee is playing and its mockery of the committee process. 

The premature release of the report was in flagrant disregard of the 
specific agreement and of the stated policy of the Committee on 
Government Operations and was certainly in disregard of the ‘‘people’s 
right to know” the views of the minority. 

As to the report itself, there is no point in writing a running commen- 
tary to the subcommittee’s correspondence files, which seem to be 
printed in practically complete and unabridged form as an excuse for a 
report. 
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It is hoped that no replies from the departments have been withheld 
from this report, since the replies of the departments, if read in full, 
help to offset the occasional subtle distortions in the subcommittee's 
“summary” and comments. 

As a word of unsolicited advice, it is suggested that a little caution 
is advisable in the reprinting of the correspondence on the many 
“investigations” by the subcommittee. This practice will graduall 
develop a volume of documentary evidence a the manner in which 
Government officials are being forced to submit to a repetitive, exas- 
perating and expensive program of harrassment by the ex-newspaper- 
men, turned congressional investigators, who make up the subcom- 
mittee staff. 

With a nice disregard for its own method of operation, the report 
pontificates that Congress did not appropriate money ‘for the personal 
glorification of a Federal official.”’ 

It might also be said that neither did Congress appropriate money 
for this subcommittee for the personal glorification of its chairman, 
Mr. Moss. Whatever the chairman’s intent may have been, the effect 
of this subcommittee’s conspiracy with the press has been his personal 
glorification. The effectiveness of this press agentry may be evident 
in Mr. Moss’ success in capturing both the Democratic and Republican 
nominations in California’s Third Congressional District. 

Be that as it may, the subcommittee is on slippery ground when it 
criticizes the Federal Government ‘‘when public funds are used for the 
generation of self-serving propaganda.’”’ Whatever the intention— 
and presumably it was good—the issuances of this subcommittee 
seem to fall into the same category. 


CLARE E. HorrMan. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTY-SIXTH REPORT 


SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On August 15, 1958, the Committee on Government Operations had 
before it for consideration a report from its subcommittee entitled 
“Rocket Launcher Procurement.” 

After full consideration of the report as submitted by the sub- 
committee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


I. InrropuctTion 


This report is based on investigations and hearings of the Military 
Operations Subcommittee in the procurement of airborne expendable 
rocket launchers by the Departments of the Navy and the Air Force. 

These investigations have continued over a period of several years. 
Hearings were held on May 2, 1956; February 8, 11, 12, March 26, 
27, 28, and 29, and April 1, 1957; and July 14 and 15, 1958. 

The 1956 and 1957 hearings are printed in a single volume of 680 
pages. The 1958 hearings, now in transcript, will be separately 
printed. Page references cited in the report are to the printed volume 
of the 1956-57 hearings. 

Several references are made in the report to earlier printed hearings 
of the Subcommittee on Defense Activities (83d Cong.) and the Sub- 
committee for Special Investigations (84th Cong.) of the House Com- 
mittee on Armed Services. These are cited, respectively, as the Hess 
subcommittee and the Hébert subcommittee. 


1 
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The testimony taken in hearings has been supplemented by field 
inquiries and information obtained by staff examination of thousands 
of file documents. Although previous congressional inquiries have 
been made into one phase or another of this subject matter, your sub- 
committee’s report presents for the first time a systematic and com- 
prehensive account of numerous and involved Government transac- 
tions in the procurement of airborne expendable rocket launchers. 

This report is a case study in one area of military procurement, but 
it has uncovered many problems which are of broad application and 
interest in Government-business relationships. The solution of these 
problems demands corrective action in the interest not only of Gov- 
ernment economy and efficiency but of fair and impartial treatment of 
Government contractors. Businessmen who lack experience in dealing 
with the Government should find this report instructive. 

The rocket launchers in the procurements under inquiry are instru- 
ments for firing 2.75-inch rockets from combat aircraft. Mounted 
under the airplane wings, these launchers fire their rocket loads at 
ground and air targets, and being of the expendable type, are jet- 
tisoned after firing. 

The basic components of a rocket launcher are tube clusters to house 
the rockets, detent latches to hold the rockets in place until firing, an 
ignition system to ripple fire the rockets, and fairings to streamline 
the nose and tail of the launcher. 

The tubes which house the rockets are arranged in clusters of 7 or 
19, with wood or metal filler sticks in between the tubes, and an outer 
casing reinforced by steel bulkheads at each end. The casing for the 
7-round launcher is made of a thick plasticized paper and for the 
19-rounder is made of aluminum. The tubes in each case are made of 
spiral-wrapped paper coated on both sides with a thick plastic film. 

A brief outline of the developments leading to the procurement of 
airborne expendable rocket launchers is presented in the next section, 
together with a summary of the Navy and Air Force production con- 
tracts. 

The detailed examination of specific procurement and production 
problems follows after summary findings and recommendations. A 
list of witnesses is given at the end of the report, and an appendix 
contains a letter and related opinion of the Comptroller General to 
Subcommittee Chairman Holifield on a matter covered in section 
XII of the report. 


II. Summary or Rocker LAUNCHER PROGRAM 


During World War II, Navy and Air Force aircraft both carried 
tixed-fin rockets of 5-inch caliber, fired from metal launchers which 
were reusable and relatively heavy in weight. The suspension equip- 
ment for carrying these launchers differed as between the two services. 
The Air Force generally used 3-point retractable rocket suspension 
fittings; the Navy used a 2-point suspension system. 

The search for greater firepower and more efficient aircraft per- 
formance (reusable launchers caused aerodynamic drag) led to the 
development of the small caliber (2.75-inch) folding-fin rocket and 
of expendable cluster launchers fabricated from light-weight and in- 
expensive materials. These launchers were not interchangeable be- 
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tween the Navy and the Air Force, since they were designed differently 
for each service to fit the suspension system of its aircraft. 


DEVELOPMENT OF AERO 6A 


The Navy was ahead of the Air Force in the development of the 
expendable rocket launcher. Numerous small contracts were let by 
the Naval Ordance Test Station at Inyokern, Calif., to engineering 
firms to investigate the possibilities in various launcher designs and 
materials. The most promising of these led to the design of a 7-round 
launcher known as the Aero 6A, developed for the Navy by Century 
Engineers, Inc., of Burbank, Calif. 

At the end of 1952, this firm received a contract from the Bureau 
of Aeronautics for the pilot production of 5,000 units of the Aero 6A, 
which contract was transferred with Navy consent to Century In- 
dustries Corp., then an associated, and later a separate, manufacturing 
concern. 

The unit price of this early production launcher was $67.98, an 
amount possibly 8 or 9 times lout than that paid for earlier metal 
launchers. The prints and manufacturing process were sold to the 
Navy for the additional sum of $36,500. 


NAVY PRODUCTION CONTRACTS FOR AERO 6A 


Early in 1953, during the pilot-run production of 5,000 Aero 6A 
units, the Bureau of Aeronautics explored additional sources of pro- 
duction, received proposals from 6 interested firms, and negotiated 
contracts for 40,000 units each with the following: Radiant Manu- 
facturing Co. and Spra-Con Co., of Chicago, and Century Indus- 
tries Corp., of San Padé, Calif. The unit prices negotiated with 
these three concerns were $38.94, $42.30 and $45.50, respectively. The 
contracts were awarded in July 1953. 

Century Industries, as the developer and first supplier of the Aero 
6A, held the position of “lead” contractor and undertook to assist 
the other two contractors in establishing production operations. 

Another contract for 50,000 units of the Aero 6A was let on an 
advertised bid basis by the Bureau of Aeronautics in December 1954. 
Radiant Manufacturing Co., 1 of the 3 previous producers, was low 
bidder at $23.95 per unit. 

The above 5 contracts for a total of 175,000 units, representing ap- 
proximately $5.5 million in Navy expenditures, were the only pro- 
duction contracts let by the Navy for the Aero 6A. Thereafter the 
Navy shifted to the procurement of a 19-round launcher, known as 
the Aero 7D, which had been designed by Century Engineers in con- 
junction with development work on the 7-round launcher. 


AIR FORCE MODIFICATION OF AERO 6A 


In the meantime, the Air Force proceeded to adapt and modify 
the Navy-sponsored 7-round launcher to its own requirements. 
Test quantities of the MK-16, a prototype of the Aero 6A, were ob- 
tained in 1952 and modified by providing 3-point suspension fittings 
and the necessary electrical connections. The Air Force model was 
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designated the MA-~1, and in February 1953 a contract was awarded 
to Century Engineers for a test quantity of 250 launchers. 

Further design changes and improvements were made, and an addi- 
tional quantity of 400 MA-~1 launchers was procured from Century 
Engineers. This launcher was placed in tentative standard category 
pending completion of modifications and tests to improve fairing 
attachments and jettison characteristics. 


AIR FORCE PROCUREMENT GOAL OF 400,000 LAUNCHERS 


During this development and testing period in 1952-53, the Air 
Force found a “continuing and increasing urgency” for launchers to 
match the 2.75-inch rockets in its inventory. A procurement goal was 
set for 400,000 type MA-~1 airborne rocket launchers. In January 1954 
the Air Force asked Century Engineers to quote prices on incremental 
lots up to a total of 353,600 launchers. 

After making this request, the Air Materiel Command learned that 
Century Industries had the production facilities and an agreement 
with Century Engineers by which the manufacturing would be done 
by Century Industries. Thereupon Century Industries was asked to 
quote prices to AMC on lots of 50,000 and 100,000 launchers but not on 
further amounts. 

On its own initiative, Century Industries submitted to the Air Force 
an improved launcher design together with a sample launcher called 
Smiley. The Air Force accepted 80 to 100 Smiley launchers from 
Century Industries for ground and air firing tests at no cost or 
obligation to the Government. 


AIR FORCE CONTRACTS FOR MA-3 


Finding the Smiley launcher to be “lighter, cheaper and better” 
than the MA-~1 and to require only minor design changes, the Air 
Force designated it the MA-3, placed it in tentative standard cate- 
gory, and awarded a negotiated contract for 100,000 launchers to 
Century Industries in November 1954. The unit price paid for these 
launchers was $36.62. 

With about three-fourths of its stated launcher requirements still to 
be satisfied, the Air Force decided to procure the remaining amount 
partly by advertised bid and partly by negotiation with small business. 

After advertising for bids, AMC let a contract for 150,000 MA-3 
launchers at a unit price of $20.46 to the Weatherhead Co., of Cleve- 
land, Ohio, in November 1955. The remaining 150,000 units, reserved 
for small business, were placed with Polan Industries, of Huntington, 
W. Va., at a unit price of $20.25 in December 1955. 

Polan then entered into an arrangement with Weatherhead by 
which the latter would produce the launchers on both contracts, while 
Polan would produce the fairing assemblies and the packaging ma- 
terials, and do the packaging on both contracts. Weatherhead was to 
submit to the Air Force preproduction samples, required under the 
contracts, for both companies. 
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TERMINATION OF WEATHERHEAD-POLAN CONTRACTS 


Weatherhead was unable to produce preproduction samples ac- 
ceptable to the Air Force. After allowing the company to experiment 
with various designs and materials for a period of 8 or 9 months be- 
yond the contract date for delivery of preproduction samples, the 
Air Force terminated the Weatherhead-Polan contracts late in 1956. 

At this point, the Air Force turned to Century Industries, the de- 
signer and previous successful producer of the MA-3, and commenced 
negotiations for the procurement of 150,000 launchers. This was 
half the amount on aie in the unsuccessful Weatherhead-Polan con- 
tracts, but the Air Force decided to make a partial procurement and 
to reexamine its remaining requirements. 


SHIFT TO 19-ROUND LAUNCHER 


Negotiations with Century Industries suddenly were halted and the 
Air Force abandoned the idea of procuring more MA-3 launchers. 
It decided to shift from the 7-round (MA-3) to the 19-round (Aero 
7D) launcher developed under Navy auspices. For evaluation pur- 
poses, the Air Force had procured 100 Aero 7D launchers through 
the Navy from Century Engineers (now a concern separate from 
Century Industries) at a cost of $58,000. The 19-round launcher was 
said to be superior in performance to the 7-rounder and suitable for 
Air Force use after minor modifications. The Air Force version of 
the 19-rounder was designated LAU/3A. 


AIR FORCE CONTRACT FOR LAU/3A 


The Air Force decision to rely on the 19-rounder for its launcher 
requirements was made in January 1957, but a production contract 
was not awarded until June of that year. 

The successful bidder on the Air Force contract for the LAU/3A 
was Chromcraft Corp., of St. Louis, Mo. The unit price, after some 
initial adjustment, was $115.59. ’ 

The preproduction samples submitted by Chromcraft were rejected 
by the Air Force as unacceptable. Arrangements were made to test 
more samples, and then the Air Force decided to procure 50 launch- 
ers incorporating design and material changes indicated by the test 

rogram. These were ordered from Chromcraft at a unit price of 
$153.60 plus $8,660 for tooling. 

In the meantime, the Air Force cut back the quantity of launch- 
ers on order with Chromcraft from 34,000 to 20,767. This partial 
termination for the convenience of the Government will result in cer- 
tain termination costs, and the remaining launchers on contract will 
be negotiated at a higher unit price. 

The completion date for deliveries on the Chromcraft contract now 
is expected to be December 1959. 


NAVY CONTRACT FOR AERO 7D 


A Navy production contract for the 19-round Aero 7D had been let 
in June 1956, a year earlier than the Air Force award on the LAU/3A. 
The successful Navy bidder was the Be-Ge Co., of Gilroy, Calif., a 
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subsidiary of the Oliver Corp. The company contracted to produce 
44,963 units of the Aero 7D at a unit price of $90.51. 

Production on this contract was retarded for many months. By 
August 1957, when deliveries were to have been completed, only a few 
thousand units had been shipped. By mid-July 1958, only 13,391 
launchers were delivered, less than one-third of the total quantity on 
contract. 

III. Frxpines AND RECOMMENDATIONS 


FINDINGS 


1. Navy and Air Force planning for procurement of airborne ex- 
pendable rocket launchers has been markedly poor. There is now, 
and has been for some years, an imbalance between rockets and 
launchers, impairing aircraft firepower capabilities in an emergency. 

2. This imbalance is made worse by the lack of rocket iauncher 
standardization and interchangeability between the services. While 
the new 19-round launcher is designed for mounting on certain aircraft 
of either service, no substantial production yet has been achieved, and 
the Navy launcher is not satisfactory for use on higher performance 
Air Force aircraft. 

3. Production contracts for rocket launchers have been let by the 
Navy and the Air Force without careful regard for the development 
and maintenance of a stable production base. Today there are no 
assured sources of production, and existing contracts are far behind 
schedule. 

4. The Navy and the Air Force maintain separate procurement or- 
ganizations and technical testing facilities and arrangements for simi- 
lar rocket-launcher programs. While the Navy has maintained a 
dominant position in this field, the development contracts it has let 
to various engineering firms appear to be excessive in number and 
often unrewarding in results. 

5. There is no systematic and authoritative interchange of pro- 
curement information between the Navy and the Air Force in this 
procurement area. Such interchange is left largely to the initiative 
of subordinate personnel and is carried on in a haphazard and some- 
times irresponsible manner. 

6. The technical problems and production difficulties encountered 
by contractors indicate that neither the Navy nor the Air Force has 
developed specifications firm enough to fully justify advertised bid- 
ding in this procurement area. While resorting to competitive bid- 
ding in form, the Navy and the Air Force have evaded it in substance 
by tolerating protracted delinquencies in production, accepting nu- 
merous changes in specifications, allowing price increases and spending 
Government funds to help the contractors with technical and supply 
problems. 

7. No consistent policy is evident within or between the Navy and 
the Air Force in the matter of notifying contractors of delinquencies 
or of asserting penalties for failure of the contractors to make timely 
deliveries. By treating these advertised procurements as develop- 
ment contracts, the Navy and the Air Force have allowed the respec- 
tive responsibilities of the Government and the contractors to become 
so confused and intermingled that the Government has been deprived, 
in effect, of the right to default the contractors for failure to perform. 
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8. There is no uniform approach by the Navy and the Air Force 
to the matter of proprietary rights in procurement. Whereas the 
Navy automatically rejected a launcher design for which proprietary 
rights were claimed, the Air Force procured the item for its technical 
superiority without resolving the proprietary issue and then maneu- 
vered to evade the claims of the contractor. 

9. The congressional intent in legislation to help small business 
is partly nullified by administrative procedures which permit sub- 
contracting by shal business to big business, as exemplified in an 
Air Force set-aside procurement of rocket launchers. The Small 
Business Administration showed itself to be poorly informed and in- 
consistent with regard to positions taken within its own organiza- 
tion, when this matter was called to the agency’s attention. 

10. In requesting proposals for the small-business set-aside, the Air 
Force failed to inform bidders that bids exceeding a certain price 
range would not be considered for negotiation and that the final 
negotiated price could not exceed the price paid to the successful bid- 
der on the nonreserved portion of the procurement. More than half 
of the small-business bidders went to the expense and trouble of sub- 
mitting bids which were automatically discarded. The Air Force 
made the award to the lowest bidder without any serious attempt to 
negotiate with the remaining eligible bidders, even where the bids 
differed by a few cents. 

11. In determining the low bid on the small-business set-aside, the 
Air Force took into account the discount offer predicated upon Gov- 
ernment payments within 10 days. Payments within that time are 
not always feasible, so that the low bid based on discount for a prompt 
payment may not be the low bid in fact. The subcommittee notes also 
the case of an Air Force procurement on which the discount offer for 
10-day payment subsequently was disregarded as impracticable in 
determination of the low bid. 

12. After selecting a qualified source for rocket-launcher produc- 
tion, the Navy permitted the negotiated contract to be subcontracted 
in its entirety to another business entity which paid substantial com- 
missions for receiving the subcontract and which engaged in other 
highly questionable practices. Subcontracting arrangements of this 
sort violate the spirit and intent of the law and the contractual cov- 
enant against contingent fees, and invite other business manipulations 
prejudicial to the Government’s interest. 

13. The Navy has let important decisions on procurement and tech- 
nical phases of the rocket-launcher program to be made by subordinate 
personnel who maintain their own personal files of information and 
make informal inspection trips without submitting official reports. 

14. Confidential bid data on three Navy contracts were prematurely 
and improperly disclosed by one or more unidentified Navy employees. 
This information was utilized by an outside party in an unsuccessful 
attempt to solicit compensation from one of the bidders on the promise 
of securing for him a larger share of the procurement. 

15. The Navy project engineer largely responsible for supervising 
the development and production programs in this procurement area 
maintained a dual role as employee of the Navy and contractor with 
the General Services Administration during 1951-57 for management 
of Government-owned housing units on two contracts, comprising a 
total of 42 apartments. Such Government contracts with Government 
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employees, while not expressly prohibited by law, generally are against 
public policy and efficient conduct in public employment. 


RECOMMENDATIONS 


The Secretary of Defense should direct the appropriate agencies 
in the Department of Defense to review carefully this report with a 
view toward effecting the following actions: 

1. Establish firm requirements for rocket launchers in the Navy 
and the Air Force. 

2. Integrate procurement of launchers and rockets or other related 
items. 

3. Coordinate Navy and Air Force rocket launcher requirements 
and take steps to assure production sources adequate to fulfill these 
requirements. 

4. Coordinate and possibly consolidate the development and pro- 
curement programs of both services in this field. 

5. By cooperative arrangement with the Small Business Administra- 
tion, prevent subcontracting of end items or major components by 
small business to big business in cases where procurements have been 
reserved exclusively for small business. 

6. Stipulate clearly in requests for small business proposals the 
price limitations and other conditions under which bids will be con- 
sidered and contracts awarded. 

7. Prohibit 100 percent subcontracting or other arrangements which 
tend to effect the transfer of contracts to other parties, except under 
special circumstances authorized by law and clearly stipulated in ad- 
vance of contract awards. 

8. Include in the covenant against contingent fees a warranty 
that the contractor will not transfer the contract in whole or in part 
by subcontract or other arrangement in consideration of fees or com- 
missions paid for such transfer. 

9. Make explicit in contract documents the rights of the Govern- 
ment to reproduce and distribute drawings for purposes of subsequent 
procurement. 

10. Invite bid discounts for prompt Government payment only for 
such periods of time as payments are administratively feasible, and 
consider eliminating the 10-day period for discount offers. 

11. Require Department of Defense employees who desire to bid on 
or enter into contracts with the Government to obtain formal permis- 
sion from the employing agency, and only after special juatifiestion 
is presented for seeking or accepting such contracts. 

12. Take such other measures to improve procurement procedures 
and administrative practices as are warranted by the findings, recom- 
mendations, facts, and observations presented in this report. 

The Small Business Admininstration and the General Services Ad- 
ministration will be asked to review this report for its applicability 
to procurement and related matters within their agency jurisdiction 
and interest. 

The subcommittee will request the Comptroller General to examine 
certain phases of the advertised procurements to determine whether 
Government expenditures in assisting the contractors were properly 
incurred and whether partial termination costs on an existing Air 
Force contract are fair and reasonable. 
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IV. Poor Procurement PLANNING 


Viewed in the perspective of 6 or 7 years of rocket-launcher develop- 
ment and product’on, it is remarkable how many difficulties were en- 
countered, how many mistakes were made, how many losses were suf- 
fered, and how limited were the results of so much money and effort 
enpensen by both the Federal Government and private industry. 

‘here were failures and losses on both sides, but no matter how the 
responsibilities are assessed, the fact remains that this is a case of per- 


sistently poor procurement planning on the part of the Navy and the 
Air Force agencies. 


IMBALANCE BETWEEN ROCKETS AND LAUNCHERS 


Perhaps the mos‘ damag ng aspect of these failures is the lack of 
inventory balance between rocke‘s and launchers. A launcher carries 
a rocket load which is at least seven times as costly as the launcher 
itself; yet rockets without launchers are useless. Were an emergenc 
to arise, the total firepower capabilities of Air Force and Navy aircraft 
would be substantially reduced by the lack of launchers for the 2.75- 
inch rocket. 

The Air Force experience is striking in this regard. A purchase re- 
quest for 400,000 launchers, issued to the Air Materiel Command in 
January 1954, was 75 percent unfulfilled after 3 years. Instead of a 
7 to 1 ratio of rockets to launchers (based on a 7-round launcher), 
the ratio was nearer 30 to 1. By that time the Air Force decided to 
abandon procurement of the 7-round launcher altogether in favor of a 
19-rounder not yet successfully produced. 

Assuming no production difficulties, the Air Force would have to 
wa't more than a year after letting the contract, before all the new 
19-round launchers were available. Apart from this necessary delay 
entailed by production of a new item, further delays could be caused— 
and were caused—by production difficulties which have plagued this 
field of procurement. 


POOR JUDGMENT ON NEW CONTRACT 


Following a year of frustration and failure under the Weatherhead- 
Polan contracts, the Air Force had no warrant to be optimistic about 
delivery schedules. Yet the new contract with Chromcraft was let 
in the face of the fact that Be-Ge, the contractor for the comparable 
Navy 19-round launcher, was far behind schedule and beset by pro- 
duction problems, as described later in this report. 

The poor judgment of the Air Force bore bitter fruit. Chromcraft 
failed to qualify its first articles for production, even with extended 
delivery dates, and now the Air Force and the contractor are strug- 
gling together to correct the deficiencies. If their joint efforts are 
successful, production of the contract quantity may be realized by the 
end of next year. 

NO HEDGE AGAINST RISKS 


The Air Force could have hedged against the risk of an extended 
waiting period for the new 19-round launcher by quickly augmenting 
its inventory of 7-round (MA-3) launchers. An abortive gesture was 
made in this direction. 
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After the termination of the unsuccessful Weatherhead-Polan con- 
tracts, the Air Force had approached Century Industries to ascertain 
the possibilities for immediate production of the MA-3. As the de- 
signer and only successful producer of the MA-3, Century Indus- 
tries declared itself ready and willing to organize speedy production. 
In several meetings between company and Air Force representatives, 
price terms, accelerated delivery dates, material supply factors, and 
other matters were discussed. The Air Force did not follow through 
on its negotiations, and Century Industries went out of business. 

Century Industries’ previous production of 100,000 launchers was 
the only 2.75-inch launcher stock in Air Force inventory. This 
launcher, which had been designed for use on the F-84, F-86, and the 
B-57 aircraft, was not wholly satisfactory for speedier aircraft, such 
as the F-100. At speeds above Mach 0.8, the fairings might crush and 
tear off. 

In May 1956, the Air Force had reported to the subcommittee that 
Century Industries had produced sample fairings with approximately 
20 percent increase in crushing strength, based on static tests, and that 
the fairings would be flight-tested on a high speed F-100 aircraft. 
When the matter of additional procurement came up in November 
1957, Century Industries was prepared with the necessary design 
changes in the MA-3 to overcome the fairing handicap. 

In rejecting Century Industries’ offer and deciding to discontinue 
procurement of the MA-3, the Air Force left itself unnecessarily ex- 
posed to the risk of an emergency in which the supply of launchers 
would be severely limited and their use on F—-100 airplanes would be 
less than satisfactory. 

CHANGING POLICTES 


Air Force witnesses acknowledged to the subcommittee the inven- 
tory imbalance between rockets and launchers and the defense risks 
implicit in a deficiency of launchers. However, they contended in 
February 1957 that the war-reserve policy on which the requirements 
originally were based had been revised, that the need for 7-round 
launchers was drastically reduced, and that therefore the problem of 
inventory imbalance was no longer so serious (hearings, pp. 189, 
198). 

The subcommittee was unable to get a precise statement of the rela- 
tion between changing war-reserve policy and_ rocket-launcher 
procurement. Air Force witnesses indulged in vague generalities. 

The facts in the record show, however, that the revised war-reserve 
policy upon which reduced launcher requirements were said to be 
based, dated back to November 1955, whereas the decision to cut back 
requirements did not emerge until a year later. In fact, just at the 
time when the “new guidance” on reserve materiel was issued, the Air 
Force proceeded to negotiate the Weatherhead-Polan contracts for the 
full complement of 300,000 launchers to make up the deficit in the 
original requirements. 

As late as May 1956, almost 6 months after the alleged change 
in reserve materiel policy, the Air Force asserted that the 300,000 
launchers were needed for M-day purposes and that “the satisfaction 
of this requirement should be met as soon as possible” (hearings, 
p.111). 
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Treating lightly its own injunction of May 1956, the Air Force 
allowed delinquencies on the Weatherhead-Polan contracts to run for 
another 6 or 7 months, without a single acceptable launcher being 
produced, before terminating the contracts. Even then, the initiative 
for termination appeared to come from the contractors rather than 
from the Air Force. 

After this extended period of waiting, without production results, 
the Air Force took the position that the urgency of the procurement 
had lessened because of the asserted change in war reserve policy. 
Evidently the policy argument was “pulled out of the hat” to justify 
the poor judgment on the part of the Air Force in waiting so long for 
contract performance, 

ERRATIC PROCEDURES 


A review of stated Air Force procurement policy in this area shows 
that the policy, or at least the practice in carrying out the policy, was 
erratic from the beginning. 

First, the procurement need for 7-round rocket launchers was stated 
to be 400,000. Then, AMC solicited Century Engineers, the designer 
of the MA-~1, for quotations on incremental lots up to 353,600. 

Learning that Century Industries had the production facilities and a 
manufacturing agreement with Century Engineers, AMC also invited 
Century Industries to submit price quotations on the M-1, but only for 
lots of 50,000 and 100,000. 

The formal] solicitation of Century Engineers was made by letter of 
January 13, 1954; that of Century Industries by letter of February 
26, 1954. Within that short period of time the Air Force decided to 
limit its procurement to one-fourth of the intended amount. 

The Air Force could offer no documentary material to explain its 
planning action at the time, but among the reasons later given for this 
curtailment was the desire to hold back a maximum quantity for com- 
petitive procurement while effecting “procurement of a minimum 
quantity consistent with the urgency of stockpiling requirements” 
(hearings, pp. 187, 398). 

An Air Force witness explained this to mean that the guiding policy 
then was to refrain from procuring the whole requirement of war re- 
serve materiel but to purchase in increments while building up a pro- 
duction organization capable of expansion in an emergency (hearings, 
p. 196). 

As noted earlier, Century Industries obtained a contract for 
100,000 MA-3 launchers based on its design improvement over the 
MA-1. By the time this contract was performed, the Air Force 
ostensibly had changed from a production base concept to a war 
reserve concept, and by the time the Weatherhead-Polan contracts 
were canceled, the Air Force ostensibly had changed from a full war 
reserve concept to a more limited reserve concept. 


CUTBACKS IN 19-ROUNDER 


The need to adjust mobilization policy to the attrition of time and 
production failures is apparent also in the case of the LAU/3A. 
Starting with a requirement of 43,750 units in January 1957, the Air 
Force reduced the amount to 34,000 in late April 1957, before bids 
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were due. After granting the successful bidder an extension of time 
to qualify for production, the Air Force cut back the contract quan- 
tity to 20,767 in March 1958. Simultaneous with the cutback, a de- 
mand was made by the AMC procurement directorate for a speedup 
in testing to qualify the remaining contract quantity because “an 
urgent requirement exists in war reserve plans for this launcher.” 

This erratic planning, by which someone in the Air Force finally 
determined that 13,233 rocket launchers either were not essential to 
tactical requirements or should be eliminated to ease the budgetary 
situation, will result in partial termination costs and an increased 
unit price paid for the quantity remaining on contract. The costs to 
the Government of this cutback will approach or exceed $500,000. 

The excess rockets in Air Force inventory, a condition prevailing 
for about 5 years, are being used for proficiency training with dummy 
heads. It may be presumed that many of these rockets are approach- 
ing the end of their shelf life. No new procurement of 2.75-inch 
rockets is planned by the Air Force. 


NAVY IMBALANCE 


Navy procurement planning also has resulted in an imbalance be- 
tween launchers and rockets. This situation was critical early in 
1953 when rockets were being produced in large quantities, and the 
Aero 6A launcher was still in the stage of pilot production. 

Although the Navy was more successful than the Air Force in ful- 
filling its production goals for the 7-round launcher, the Aero 6A 
launchers in Navy stores show many defects and are; in a sense, an 
unknown quantity. Modifications were made in the Aero 6A design, 
but these came too late for production purposes. 

The Navy shift to the 19-round launcher (Aero 7D) has been at- 
tended by protracted delinquencies in contractor performance. The 
Be-Ge contract for 44,263 units was awarded in June 1956, and after 
extension of delivery dates, was to have been completed in August 
1957. Only 2,668 units were delivered by that time. Today, more 
than 2 years after the contract was signed, less than one-third of the 
required production has been delivered. The Navy hopes that the 
remaining quantities will be delivered by the end of the year. 

Navy witnesses, speaking in the same vein as the Air Force, declared 
that changing tactical requirements make this retarded delivery sched- 
ule acceptable. They also stated that the number of planes using this 
equipment has been reduced. 


SPECIFICATION OF COMMERCIAL ITEM 


A crucial factor in the Be-Ge production failure has been the lack 
of an adequate supply of tubes for the launcher. Navy specifications 
called for a tube manufactured by Cleveland Container Co. “or equal.” 
In effect, this was a specification written around a proprietary item, 
since no other proven tube sources were then available. 

The tube specification for the Aero 7D actually was prepared by 
Century Engineers under a development contract with the Navy, and 
the Navv accented this specification although it was later found to con- 
tain a substantial error as to the compressive strength of the tube, and 
to have other characteristics deviating from specifications. 
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Furthermore, the Navy placed this specification, carrying the name 
of the Cleveland Container Co., in its bid invitations rithout ascer- 
taining whether Cleveland Container was prepared to produce tubes 
to the specifications or in the amounts required under the contract. 
Retarded tube deliveries and alleged deficiencies in the tube character- 
istics caused Be-Ge, the successful bidder on the launcher contract, to 
fall far behind in production. 

The Air Force, too, it may be noted, relied on the Navy tube speci- 
fication for its 19-round launcher (LAU/3A), which is not yet in pro- 
duction. And while the Navy accepted preproduction and produc- 
tion launchers from Be-Ge with Cleveland Container tubes, the Air 
Force rejected preproduction launchers from Chromcraft using the 
same tubes. Both contractors finally turned to other tube sources. 
The Navy and the Air Force accommodated them by testing tubes at 
Government expense and by revising tube specifications. 


MISREPRESENTATION OF TUBE SOURCE 


Cleveland Container’s position is noted later in the report. The 
point to be made here is that the Navy and the Air Force, in contract- 
ing for procurement of an important military item, led the bidders to 
believe that a vital component (tubes) was readily available from a 
designated source, when the facts were otherwise. As a result, pro- 
duction bogged down, and the launchers were not delivered to fulfill 
stated requirements. 

Material and design problems encountered by both contractors in 
connection with the 19-round launchers led the Navy and the Air 
Force to extend engineering support, accept changes in specifications, 
extend delivery dates and adjust prices in ways which converted these 
advertised contracts into negotiated contracts with extensive de- 
velopment work prior to production. 

Both military services have been sensitive to congressional demands 
for a maximum of advertised competitive procurement: Both serv- 
ices have adhered to the form of advertised bidding in recent launcher 
contracts but, they have deprived it of substance. 


FAILURES ON ADVERTISED PROCUREMENTS 


Undoubtedly, by placing these procurements on the competitive 
market, the military services have effected some initial price reduc- 
tions, but they have not received any substantial production. The Air 
Force advertisement which led to the Weatherhead-Polan contracts 
was a complete failure. Its advertisement leading to the Chromcraft 
contract is a failure as of this date, and the price advantages of com- 
petitive bidding have been lost by partial termination. If the re- 
maining launchers ever are produced, the cost to the Air Force will 
approximate $150 per unit as compared with the original award price 
of $115. The Navy advertised contract with Be-Ge was let at a much 
lower unit price but has resulted in limited and tardy production, and 
price increases on this contract also are in the offing. 

The subcommittee favors advertised procurement whenever com- 
modities are suitable for such procurement. It sees no economy or 
defense benefits in premature advertisement of technical items in 
which design and material problems have to be resolved by special 








14 ROCKET LAUNCHER PROCUREMENT 


Government assistance beyond the terms of the contract, or in which 
production failures are allowed to run on for months or years while 
other sources of production dry up. 

Outside the two present contractors, who have yet to deliver accord- 
ing to contract terms, all previous producers of rocket launchers have 
disposed of their tooling and equipment or have disbanded their pro- 
duction organizations for this commodity. 


VY. Lack or STANDARDIZATION 


The excess of rockets over launchers due to poor procurement plan- 
ning is aggravated by the lack of interchangeability between Navy and 
Air Force launchers. 

The goal of standardization in rocket-launcher development has 
been pursued fitfully and without enthusiasm for a number of years. 
Although a degree of mutual interest and cooperation on technical de- 
velopments has existed between the two services, each has expended 
substantial sums of money for divergent design work and has main- 
tained its own procurement and technical organizations in this area. 


DIFFERENT SYSTEMS 


The lack of interchangeability arises from differences in types of 
aircraft, in concepts of service needs, and in the suspension systems 
found on aircraft of the two services. The Navy uses a two-point 
suspension system and bomb-rack type mountings which permit the 

carrying of ‘either bombs or rockets. The Air Force uses a three- 
point suspension system, retractable fittings and different electrical 
connections. 

The different suspension systems, originally developed for carrying 
the 5-inch fixed-fin rockets, led to divergent Navy and Air Force de- 
signs for their 2.75-inch multiple-tube launcher. “As a result, the 
Navy could not carry Air Force cluster launchers, nor could the Air 
Force carry Navy cluster launchers” (hearings, p. 419). 

The problem of interchangeability also arises within a service, 
where different types of mountings are used. Thus the Navy’s Aero 
6A was designed to be hung from a pylon known as the Aero 14 bomb 
rack, which in turn was attached to the two suspension points on the 
wing of the aircraft. After the major production of the Aero 6A was 
accomplished, the Navy let a contract to redesign the hanger lug on 
the rocket launcher so that it could be mounted on standard Navy 
pylons, which were different from the Aero 14 pylon. 

The Air Force MA-3 launcher was designed for HVAR (high 
velocity airborne rocket) fittings on the F84, F86, F87 and B57. To 
attach this launcher to aircraft in the century series, such as the F-100, 
an adapter would be required. As noted later in the report, the Air 
Force procured from the airplane manufacturer an adapter for the 
F-100 which cost more than the launchers that could be attached. 

An inexpensive adapter device designed by Century Industries and 
costing less than $5 could a been used to make the same 7-round 
launcher usable on both N Yavy and Air Force aircraft. Militating 
against the adapter device have been Navy and Air Force differences 
as to the kind of launchers they wanted. These differing positions, as 
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we note elsewhere in the report, also are affected by the different ways 
in which the two services have approached the matter of proprietary 
rights. 


DISAGREEMENT ON LAUNCHER DESIGNS 


Century Industries’ Smiley launcher, which became the MA-3, was 
rated by the Air Force as superior to the Navy’s Aero6A. Air Force 
personnel attempted without success to persuade their Navy counter- 
parts that the Smiley should be produced “as a standard weapon” for 
both services (Hébert hearings, p. 711). 

The Navy, for its part, refused to consider the Smiley and proceeded 
instead with design contracts to refine the Aero 6A and make it serve 
as a standard launcher. Navy spokesmen represented that these 
design modifications made-+their launcher better than the design chosen 
by the Air Force. 

The Aero 6C, one of the successor designs of the Aero 6A, was de- 
scribed as an interservice weapon capable of interchangeable use 
(by an adapter device) on Air Force, Navy and United Kingdom air- 
craft. However, this design never reached the stage of production. 
It came too late to meet Navy procurement requests for the 7-round 
launchers, which were filled by continued production of the Aero 6A, 
and apparently the Aero 6C evoked no more than passing interest in 
the Air Force. 

The Aero 6D, as the latest successor of the Aero 6A, was represented 
by the Navy as a “shelf model” for possible future procurement of the 
7-round launcher. In April 1955, Rear Adm. Lloyd Harrison, then 
deputy and assistant chief of the Bureau of Aeronautics, assured the 
Armed Services Committee that standardization would be achieved in 
the 7-round launcher and that it would be continued in procurement 
(Hébert hearings, p. 542). No additional procurement was ordered, 
and now the Navy has decided it has no further requirements for this 
launcher. 

Thus the Navy expended funds for continued design work and 
achieved a design of an interchangeable 7-round launcher which the 
Air Force would not use and which the Navy itself never put into 
production. 

LIMITATIONS ON COMPATIBILITY 


In switching from the 7-round to the 19-round launcher, the Navy 
represented that “the long-sought goal of interservice compatibility of 
airborne rocket launchers has been achieved.” Features were in- 
cluded in the 19-round design to’ permit the carriage of this launcher 
from 3-point (Air Force), 2-point (Navy) and single point (United 
Kingdom) aircraft suspensions (hearings, pp. 420-421). 

The achievement of this “long sought” goal is somewhat illusory. 
The Air Force still has no production from its contract for the 19- 
rounder, and the Navy only a limited quantity. And while the suspen- 
sion systems of aircraft in both services can be used interchangeably to 
mount the 19-rounder, other design modifications make the Navy 
Aero 7D unsuitable for the Air Force. On higher performance Air 
Force aircraft, as Col. J. M. Laitos of the Air Proving Ground Center 
acknowledged to the subcommittee, 
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* * * if we flew with the Navy nose fairing it would crush 


up under the speed we fly normally, and cause damage to the 
aircraft and maybe other situations. 


The lack of standardization between the two services goes beyond 
the technical features of the rocket launcher. Contracts are written 
up differently, different testing techniques and arrangements are 


used, and there are divergencies on many matters of procurement 
policy and procedure. 


DIFFERENT TESTING ARRANGEMENTS 


In testing of preproduction and production lot samples, for ex- 
ample, the Air Force permits the contractor to arrange for labora- 
tory tests, whereas the Navy requires the samples to be shipped to 
a commercial testing laboratory in Long Island under contract to 
the Navy. 

Launchers on Air Force contracts are field tested at Eglin Air 
Force Base in Florida; those on Navy contracts are field tested at 
the Naval Ammunition Depot, Shumaker, Ark., and occasionally 
(for special purposes) at the Naval Air Test Center, Patuxent River, 
Md. Testing of launcher tubes also is carried on at the Naval Ord- 
nance Test Station, Inyokern, Calif. 

When Century Industries commenced production of the Aero 6A 
for the Navy in 1953, it was permitted to conduct static load and 
rough handling (prefiring) tests at its own plant in California under 
supervision of the naval inspector at the plant, while firing tests 
were conducted by the Navy at Inyokern, Calif. After the Navy 
decided to utilize the Long Island laboratory for prefiring tests, the 
contractor had to obtain Navy shipping instructions and _ ship 
samples from San Pedro to Long Island. These samples were then 
shipped from Long Island to Shumaker, Ark., for firing tests. If 
samples failed to qualify in laboratory or field tests, the whole process 
would be repeated with additional samples. 

By the time the formal test reports from Long Island and Shu- 
maker were transmitted to the Bureau of Aeronautics and forwarded 
to the contractor, many new production lots were “stacked up” in 
the plant. Under this awkward and unwieldy arrangement, the con- 
tractor was unable to get prompt reports of any deficiencies revealed 
in testing and was handicapped in taking timely corrective measures. 


SEPARATE PROCUREMENT ORGANIZATIONS 


The Navy has let scores of small engineering and experimental 
production contracts in the rocket-launcher field through both the 
Bureau of Ordnance and the Bureau of Aeronautics. The Air Force 
has utilized the Navy for procurement of experimental models in 
some instances and in others has made its own contracts for develop- 
mental purposes. Production contracts are made separately by the 
Navy and the Air Force. 

The lengthy list of development projects sponsored by the Navy 
shows many piecemeal contracts and divergent lines of endeavor by 
engineering firms working under the auspices of one or another Navy 
bureau. Many projects were not completed because the designs were 
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abandoned or the initial results unpromising. The subcommittee has 
the distinct impression that there was a great deal of uncoordinated 
and useless effort. 

Although Air Force liaison is maintained at some Navy installa- 
tions, the exchange of information on procurement matters is ac- 
complished mainly by intermittent “trip reports” of subordinate Air 
Force personnel visiting with their Navy counterparts. 


VI. Navy Procurement or Agro 6A 


The Aero 6A was the production model of a 7-round airborne 
expendable rocket launcher developed for the Navy by Century Engi- 
neers, Inc., of Burbank, Calif., after a period of experimental work 
dating back to 1951. 

On September 30, 1952, contract NOas 53-231-f was awarded to 
Century Engineers for 300 Aero X-6A rocket launchers at $189.21 
each, or a total price of $63,827. This contract was completed March 
18, 1953. The prototype launchers were used for fleet evaluation. 

The fleet evaluation report, based on the trial use of these launchers, 
strongly urged that Aero 6A type launchers be made available to fleet 
units. This launching device was regarded as extremely effective for 
firing rockets from aircraft and for serving as a shipping container 
to transport rockets to fleet activities from the loading depots. Stor- 
age aboard ships also would be greatly simplified. 


PILOT PRODUCTION OF 5,000 UNITS 


On December 31, 1952, contract NOas 53-520-f was awarded to 
Century Engineers for production of 5,000 Aero 6A rocket launchers 
at $67.98 each, or a total price of $336,500. The Navy purchased the 
drawings and technical data on the manufacturing process for the 
additional sum of $36,500. The purpose of this contract was to obtain 
a pilot production run of the Aero 6A and procurement data for 
development of additional manufacturing sources. 

Early in 1953 this contract was transferred, with Navy consent, to 
Century Industries Corp., of San Pedro, Calif., established as a man- 
ufacturing counterpart to the engineering firm, with the same man- 
agement. The Navy duiieleat at the time of the award, that 
Century Industries would perform the contract. 

In July 1954, the two firms severed legal connections. Century 
Engineers continued to do engineering and development. work in the 
rocket-launcher field, while Century Industries produced rocket 
launchers on two contracts for the Navy and one for the Air Force. 

Century Industries manufactured launchers in a leased Govern- 
ment facility, for which it paid both a flat monthly rental and a per- 
centage “override” on gross sales to the Government above designated 
amounts. By the original lease terms with the General Services 
Administration, the company was restricted exclusively to defense 
production. Century Industries was the only manufacturing entity 
established for the primary purpose of producing rocket launchers. 

The 5,000 launchers produced by Century Industries on the pilot 
production run were accepted by the Navy, and deliveries were com- 
pleted in September 1953. 
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PROCUREMENT GOAL OF 170,000 LAUNCHERS 


During this preliminary production period, the Navy established a 
requirement for 170,000 Aero 6A launchers to meet the Bureau of 
Ordnance rocket program and decided that fiscal year funds were 
available to procure about two-thirds of the required quantity. The 
procurement was set at 120,000 launchers for fiscal year 1953, with the 
remaining quantity to be procured in fiscal year 1954. 

A Bureau of Aeronautics engineering team, composed of William 
M. Hauck and Jesse Hall of the Maintenance Division and Lee Morgan 
of the Armament Division, made a personal survey of various poten- 
tial sources of production and selected seven companies as qualified. 

Representatives of these companies were invited to a Bureau of 
Aeronautics conference in Washington on April 15, 1953, to examine 
and discuss the technical data submitted by Century Industries in 
accord with the terms of its contract. 

A Procurement Review Board in the Bureau of Aeronautics, which 
included members of the survey team, reviewed the survey recom- 
mendations in a meeting of April 21, 1953, and endorsed the selection 
of the seven companies as the basis for soliciting proposals. The 
Board also recommended that Century Industries get 25 percent of 
the award and that the remainder be allocated to 3 additional sources. 

The share of the follow-on production to be awarded to Century 
Industries was a matter of some misunderstanding and dispute be- 
tween the company and the Navy. 

Century Industries executives maintained that they had expended 
considerable sums of money (estimated at $100,000) in developing 
the Aero 6A over and above the amounts allotted by the Navy on the 
initial development work. They believed they had a proprietary 
interest in the Aero 6A which they agreed to surrender for the sum 
of $36,500 only because the Navy insisted it would not deal in pro- 
prietary items and because they were assured of a substantial share 
of subsequent production contracts. 


SEMINAR AT CENTURY INDUSTRIES PLANT 


Company officials maintained, furthermore, that on the basis of 
the Navy’s assurance, they were persuaded to disclose to competitors 
their detailed manufacturing techniques, which they did not consider 
an obligation under the terms of their contract. Thus a Navy- 
sponsored seminar was convened at the Century Industries plant in 
San Pedro, Calif., during the week of May 5, 1953. Some 26 engineer- 
ing and executive personnel of 5 other companies attended, and the 
seminar lasted for 3 days. The technical data on the Aero 6A, first 
shown at the Washington meeting of April 15, were further examined 
and discussed, and the company explained and exhibited its manu- 
facturing methods and the problems encountered in production of the 
Aero 6A. 

Irving L. Babbitt, president of Century Industries, later stated to 
the subcommittee (hearings, p. 130) : 


We had agreed to hold the seminar and show all our plant 
operations to competitors on the understanding that the Navy 
would grant us 50 percent or more of the procurement and 
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had told us that our facility would be kept busy—so that we 
were not to worry about any disclosures we made. 


NAVY VIEW OF COMPANY ROLE 


The Navy, for its part, recognized that Century Industries, as the 
initial developer and sole producer at that time of the Aero 6A, was 
entitled to participate in the procurement. As Rear Adm. T. S. 
Coombs, then Chief of the Bureau of Aeronautics, stated in June 
1953 (Hess hearings, p. 4) : 


[Century Industries] had run the engineering on this, and 
were the sparkplugs on this, and it was their secret process 
that we took over, and later acquired for ourselves, and they 
are in a position to build it. 


In contrast to the company’s understanding, however, the Navy ten- 
tatively limited its share to 25 percent, as reflected in the Procurement 
Review Board recommendation of April 21, 1953. The Navy con- 
strued this 25 percent allocation to reflect the instructions of the 
Armed Services Subcommittee on Defense Activities, but Chairman 
Hess and others said the Navy officials had erred in this interpretation 
since the subcommittee had not stipulated any amount (Hess hearings 
pp. 64-65). 

REQUESTS FOR PROPOSALS 


Requests for proposals had been mailed on or about April 23, 1953, 
to the 7 potential producers, asking them to bid on quantities of 
25,000, 35,000, and 40,000. (Century Industries was asked to bid on 
quantities up to 50,000, but the Navy later attributed this higher 
amount to an error in preparing the request.) 

Utilizing the information gained at the April 15 and May 5 semi- 
nars, the interested companies submitted written Peitionta! which 
arrived in the Bureau of Aeronautics May 12-14. One of these com- 
panies, General Tire & Rubber Co., requested more time to submit 
quotations; and another, Spra-Con Co., quoted by telegraphic com- 
munication on only a quantity of 40,000. 

On May 20, 1953, the Procurement Review Board met to analyze 
and evaluate these proposals. Differing opinions were expressed as 
to how the procurement of 120,000 launchers should be split and what 
firms should participate. 

At the Board meeting a suggestion was made that Spra-Con should 
be allowed to quote on lesser quantities, but members of the Board 
strongly rejected this point of view unless all firms were allowed to 
requote (Hess hearings, p. 13). However, additional quotations were 
accepted from Spra-Con in a letter of May 21 sent by that company. 
Navy officials later justified this acceptance as an “amplification” of 
the original bid, noting that Spra-Con’s quotation on the 40,000 units 
had not been changed ( Hess hearings, p. 17). 

Curiously enough, the requests for proposals specified no closing 
date but merely enjoined the proposers to submit replies “as soon as 
possible.” Yet, when subsequent negotiations were undertaken, May 
14 was regarded as the closing date, and General Tire & Rubber Co. 
was eliminated as having failed to respond by that time. 
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WARREN STEPHENSON EPISODE 


Prior to the Board meeting of May 20, the bid quotations, ~- 

re contained in sealed envelopes and locked up in a Navy safe, 
ecame known to Warren Stephenson, a Washington representative 

and contact man for business concerns. Mr. Stephenson passed along 
this information to the head of a firm he represented, who in turn 
conveyed it to Robert Q. Parsons, then vice president of Century 
Industries. 

Upon hearing price quotations which indicated that Mr. Stephen- 
son had access to confidential bid data, Mr. Parsons called his attor- 
ney and also notified Mr. Babbitt, the president of Century Indus- 
tries. Later Mr. Parsons called Mr. Stephenson from Los Angeles, 
having attached a recording device to the telephone. 

In the course of this long-distance telephone conversation, ac- 
cording to Mr. Babbitt’s later statement to this subcommittee, Mr. 
Stephenson— 


offered to obtain a good share of the award—possibly 75 
percent—for Century Industries at a 4 percent commission 
with a $2,000 per month retainer to be applied against it 
(hearings, p. 130). 


Mr. Babbitt then continued: 


This was a very puzzling and a very disturbing situation. 
I contacted your chairman, Mr. Holifield, who advised that 
the Under Secretary of the Navy be told about this affair. 
This advice was taken. 

On June 19, 1953, I learned that the Hess subcommittee 
was investigating the rocket-launcher procurement and I 
called your chairman, Mr. Holifield, and asked whether or 
not I should relay the information our company had on this 
matter to them. He advised me to come back to Washington 
and discuss this matter. On June 22 he advised me to bring 
this information to the attention of the Hess subcommittee. 
Mr. Holifield then arranged for me to see Congressman 
Hardy, a member of the Hess subcommittee. Subsequently 
I was subpenaed by the Hess committee and testified before 
them in executive session on June 25, 1953. 

The Warren Stephenson episode is related under oath in 
the Hess subcommittee hearings. Later Mr. Stephenson was 
indicted for perjury, I believe, but I do not know the outcome 
of that action. 


The indictment brought against Mr. Stephenson by the United 
States Government for making false statements in certain particulars 
before the Hess subcommittee, never came to trial. The defendant 
entered a pretrial motion to suppress as evidence the recorded con- 
versation between himself and Mr. Parsons on the grounds that the 
recording constituted an unlawful interception under the Communi- 
cations Act of 1954. A district court granted the motion to suppress 
the evidence (121 F. Supp. 275). The Government appealed, and 
upon a dismissal of the appeal (223 F. 2d 336), the original indictment 
was dismissed October 28, 1955, on the Government’s oral motion. 
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In addition to placing the Warren Stephenson matter before the 
Hess subcommittee, Mr. Babbitt had consulted with various Nav 
officials. Naval intelligence conducted an investigation of the birtsheh 
of Navy security shown in the leak of confidential bid data, but could 
not find out which Navy personnel were responsible for this breach. 
Rear Adm. James Russell, who succeeded Admiral Coombs as Chief 
of the Bureau of Aeronautics, much later advised your subcommit- 
tee chairman that precautionary measures had been taken to prevent 
the premature disclosure of bid information. 


NEGOTIATION OF CONTRACTS 


At a hearing before the Hess subcommittee on June 18, 1953, 
Admiral Coombs stated that rockets were coming off the production 
line at the rate of 100,000 per month without any launchers to put 
them in, and that launchers were urgently needed. He requested 
permission to negotiate with Century Industries and other com- 
panies. Chairman Hess assented, providing the other companies 
were brought in for negotiations (Hess hearings, p. 20). 

After negotiating with the interested companies, except General 
Tire & Rubber Co., the Navy decided that the best arrangement would 
be to procure from three sources, with Century Industries as the 
“lead” contractor receiving one-third of the total procurement. The 
following contracts, each for 40,000 units of the Aero 6A, were 
awarded on July 24, 1953: 

Contract NOas 54-145-f to Century Industries, Inc., of San Pedro, 
Calif., at a unit price of $45.50, or a total contract price of $1,820,749. 

Contract NOas 54-146-f to Radiant Manufacturing Co., of Chi- 
cago, Ill., at a unit price of $38.94, or a total contract price of 
$1,557,600. 

Contract NOas 54-147-f to Spra-Con Co., of Chicago, Ill, as a unit 
price of $42.30, or a total contract price of $1,692,000. This contract 
was subcontracted in its entirety to Cincinnati Industrial Finishing 
Co., of Cincinnati, Ohio. 

The 3 contracts called for deliveries at the rate of 4,000 launchers 
per month commencing in October 1953 and ending July 1954. 


SECOND SEMINAR AT CENTURY INDUSTRIES PLANT 


On August 10, 1953, another seminar was held at the Century In- 
dustries plant, attended by representatives of the contractors and 
Navy personnel. Changes in the specifications and manufacturing 
processes were discussed, and Century Industries was assigned the 
engineering responsibility for assuring interchangeability of parts on 
rocket launchers produced at all three plants. 

Following this meeting, the Navy requested 32 design and engineer- 
ing changes and extended the initial delivery date from October 1953 
to January 1954, with 4,000 units to be delivered each month there- 
after. The changes in specifications resulted in negotiated price in- 
creases of several dollars per launcher on all three contracts. 
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ASSISTANCE TO OTHER CONTRACTORS 


From time to time representatives of Radiant and Cincinnati In- 
dustrial visited the Century Industries plant. The company register 
shows that Radiant personnel were at the Century Industries plant on 
10 separate days (including seminar attendance) between May 5 and 
November 13, 1953, inclusive. Cincinnati Industrial personnel were 
at the Century Industries plant on 5 separate days between August 
19, 1954, and January 8, 1954, inclusive. Altogether 7 Radiant and 
4 Cincinnati Industrial representatives visited the Century industries 
plant (hearings, p. 162). 

Mr. Babbitt testified that he or others employed by his company 
made several trips to the plants of the other contractors to assist them 
in production operations. On one occasion he responded to an emer- 
gency appeal by Cincinnati Industrial to provide intervalometers 
from his own production. Mr. Babbitt personally carried these in- 
tervalometers by plane from San Pedro to Cincinnati, and was kept 
waiting at a hotel on some pretext while Cincinnati Industrial repre- 
sentatives rushed the intervalometers to their plant to display this 
evidence of production to Lee Morgan of the Navy Bureau of Aero- 
nautics who was visiting the Cincinnati plant. Mr. Babbitt was not 
then aware of Mr. Morgan’s visit, nor did the latter know the source 
of these intervalometers (hearings, pp. 163-164, 483). 

The two companies which participated in the procurement with 
Century Industries had no prior experience in manufacturing launch- 
ers. Each of these companies received assistance from Century In- 
dustries in the form of seminars, tool diagrams, production layouts, 
cost data, and certain parts and basic tools at cost. According to 
Mr. Babbitt of Century Industries: “We were carrying the entire en- 
gineering and technical production burden. We passed that all on 
without any cost to them whatsoever” (hearings, p. 162). 


BASIS FOR HIGHER COSTS 


The Navy recognized at the outset that the engineering costs in- 
curred by Century Industries in pilot line production aaa “lead” 
contractor on the follow-on production would entail somewhat higher 
unit prices in Century Industries’ proposal. As stated by a Navy offi- 
cer to the Hess subcommittee in June 1953 (Hess hearings, p. 11): 


The engineering for this procurement is done by the Cen- 
tury company. The Navy has already contracted with them 
to furnish the engineering to these other producers that are 
being considered at the present moment. These producers 
have gone into Century’s plant, as is described in the sum- 
mary, thoroughly examined the manufacturing process of the 
Century company, at the Navy’s request, and their own 
volition, and they should know at this time all the engineer- 
ing background required to present this, with Century’s help. 
Century’s price is going to be high, because he is going to 
amortize the engineering development over the production. 


However, the Navy qualified its testimony then and subsequently 
by representing that Century Industries had been adequately com- 
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pensated for its engineering work apart from the price paid on the 
production contract (Hébert hearings, p. 716). 

Century Industries attributed its higher costs not only to under- 
writing the engineering and technical burden for the other contrac- 
tors but to a 5 percent “override” assessed against its production under 
the facility rental agreement with the Government. 


RENTAL “OVERRIDE” FEATURE 


At the time Century Industries received its Navy contract, the 
lease on its plant was held by the General Services Administration. 
The lease arrangements provided for a fixed rental of $2,000 per 
month, plus an “override” of 5 percent of the gross yearly sales up to 
$1,300,000, plus 1 percent of any additional amount. As noted earlier, 
the lessee was committed to engage exclusively in defense production. 

Since the “override” was charged against the launcher contract, the 
Bureau of Aeronautics sought to reduce its procurement outlays by 
requesting the GSA in July 1953 to eliminate the percentage of gross 
sales feature of the lease agreement. The GSA turned down this 
request. 

A year later, cognizance of the facility was transferred from the 
GSA to the Navy Bureau of Yards and Docks. Century Industries 
was then in the position of paying rent to one Navy bureau and charg- 
ing the “override” rental costs to the procurement contract with 
another Navy bureau. 

In discussions with personnel of both Navy bureaus, the contractor 
sought constantly to get action on eliminating the “override” feature 
from the lease contract. Before the Bureau of Yards and Docks could 
get around to effecting a lease modification, the Bureau of Aeronautics, 
through the Navy Purchasing Office, advertised for the procurement 
of 50,000 Aero 6A rocket launchers, the remaining portion of its 
procurement goal. 

With several companies now experienced in rocket-launcher produc- 
tion, their advertised bid offers were substantially lower than their 
negotiated bid offers on the first round of production. The low bidder 
was Radiant at a unit price of $23.95. Contract N600S—A-37821 for 
a total price of $1,197,500 was awarded to Radiant on December 3, 
1954. 

Century Industries had bid $24.57 per unit. It would have been 
low bidder but for the fact that it included in the bid price, and so 
stated, $1.17 per unit representing the estimated “override” component 
of its facility rental. 

After Century Industries lost out on this bid because of the rental 
component, the Bureau of Yards and Docks agreed to fix the monthly 
rental without the percentage “override.” This rental was fixed at 
$2,800 per month, with permission for the lessee to engage in com- 
mercial as well as defense production. 

As the lessee, Century Industries had valid grounds for complaining 
that it was the victim of bureaucratic inertia and redtape. Tenant 
of one bureau and agent of another, the company was caught in the 
middle, and it could not get coordination between them in time to win 
first place on a $1.5 million contract. 
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Later on, the Navy recognized the awkwardness of such interbureau 
arrangements by removing from the Bureau of Yards and Docks the 
responsibility for leasing industrial reserve facilities. Instruction 
5430.37 by the Secretary of the Navy, dated January 10, 1957, author- 
ized the bureaus concerned with procurement to execute and administer 
their own leases for industrial use of Government-owned plants. 

By that time Century Industries was compelled to close down its 
leased plant and withdraw from the rocket-launcher business. 


VIL. Crnctnnatr InpustriAL: 100 Percent SUBCONTRACTOR 


The Spra-Con Co., of Chicago, IIl., as noted earlier, was one of the 
seven companies originally identified by Bureau of Aernonautics per- 
sonnel as qualified to produce the Aero 6A. Apparently no written 
reports were made of these source investigations. None was available 
on Spra-Con (hearings, p. 508). 

After negotiations were undertaken with Spra-Con as one of three 
sources finally selected to produce the Aero 6A, officials of that com- 
pany requested that the contract be transferred to the Cincinnati 
Industrial Finishing Co., of Cincinnati, Ohio. The latter company 
was represented as “a special contracts division operating now and in 
the past under Spra-Con subcontracts and directed from the home 
organization” (hearings, p. 673). 


LACK OF INFORMATION ON SUBCONTRACT AGREEMENT 


The Navy officials engaged in the negotiations agreed to let Spra- 
Con subcontract the whole production job to Cincinnati Industrial. 
The facts and circumstances attendant upon this agreement are ob- 
scure. The Navy witnesses, including the contracting officer, could 
supply no documentary information or shed any light on the details 
of the arrangement. Admiral Murphy said only that a subcontract 
arrangement of this sort required approval by the contracting officer, 
that the intent of Spra-Con to ne a 100 percent subcontract was 
known, “and the business clearance so indicates that this was known 
and approved.” He acknowledged that a 100 percent subcontract was 
an unusual arrangement not favored by the Navy (hearings, p. 509). 

In a supplemental statement the Chief of the Bureau of Aeronautics 
observed that since all preliminary dealings, including discussion of 
technical data and prices, were in the name of Spra-Con as a company 
determined to be capable of performing the contract, “additional secu- 
rity and guaranty of performance was obtained by placing the contract 
with the principal rather than the subcontractor.” In other words, 
Spra-Con still would be responsible for performance; and since this 
was a fixed-price contract, no additional costs to the Government would 
be involved (hearings, p. 562). 

The business status of Cincinnati Industrial in relation to Spra-Con 
apparently was not investigated by the Navy at the time of the con- 
tract award. Spra-Con correspondence with the Navy referred to 
Cincinnati Industrial both as a “special subcontracts division” and as 
an “affiliate.” It appears, however, that a partnership of 12 persons 
was formed, after the Spra-Con award, to perform the contract under 


the name of Cincinnati Industrial. 








eau 
the 
‘lon 
10r- 
ster 


its 


the 
per- 
tten 
able 


hree 
om- 
nati 
any 
d in 
ome 


pra- 
rial. 
: ob- 
ould 
tails 
tract 
ficer, 
was 
iown 
, was 
909). 
utics 
yn of 
pany 
secu- 
tract 
ords, 
» this 
rould 


-Con 
-con- 
ed to 
nd as 
rsons 
inder 


ROCKET LAUNCHER PROCUREMENT 25 


NO WRITTEN REPORT ON PLANT SURVEY 


A facilities survey of Cincinnati Industrial reportedly was made by 
Jesse Hall of the Bureau of Aeronautics, but the Navy could find no 
written report of thissurvey. Mr. Hall also visited the plant on several 
other occasions, both with and without official travel orders, and Lee 
Morgan of the Bureau made an inspection trip to observe production 
progress, but in no case was the benefit of their observations recorded 
for the Navy files (hearings, pp. 481, 516-517). The lack of a written 
report by Mr. Hall on the facilities survey of Cincinnati Industrial 
was attributed by one Navy witness to the urgency of the procurement 
(hearings, p. 482). 

Classified information relating to the contract was tendered by the 
Navy to James Knoebel, a restaurant operator, who signed for it 
inthe name of Spra-Con. Earlier, Mr. Knoebel had identified himself 
as representative and sales manager of Cincinnati Industrial, and 
later he became one of the 12 partners in the firm of the same name 
(hearings, p. 515). 


ALLEGATIONS OF IRREGULARITIES 


A former employee of Cincinnati Industrial came unsolicited to the 
subcommittee and made allegations under oath in executive session 
concerning certain questionable procedures in the performance of this 
contract. The subcommittee also learned from this person that he 
had previously placed information at the disposal of the Federal 
Bureau of Investigation and the Internal Revenue Service. 

Investigations were made by the subcommittee staff following these 
allegations. The General Accounting Office gave staff assistance in 
this work. Following are the highlights of the investigations, based 
on examinations of Cincinnati Industrial’s and other records and 
interviews. The examination of Cincinnati Industrial’s records was 
made jointly by the staff and experienced auditors of the General 
Accounting Office. 


PAYMENT OF COMMISSIONS AND FEES 


Two partners in a food company, James Knoebel and Alvin Hei- 
mann, received a commission fee of $44,352 from Cincinnati Indus- 
trial for allegedly procuring this contract. These two partners also 
were senior members of Cincinnati Industrial, organized as a 12-man 
partnership to take over the contract from Spra-Con. 

The food-company partnership of Knoebel and Heimann also re- 
ceived a fee of $25,000 for guaranteeing performance of the contract 
through a performance bond issued to Spra-Con. 

According to the Department of Justice, the commissions to Messrs. 
Knoebel and Heimann, which totaled $69,352, were paid pursuant to 
an agreement made in February 1953 that they Std receive a com- 
mission on all business they procured for Cincinnati Industrial. This 
é ere predated the subcontract. The payments were made in 
January 1955, after the subcontract was romney 

Spra-Con, as the original contractor with the Navy, received from 
Cincinnati Industrial a fee of $17,000, representing 1 percent of the 
total contract price. 
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The Department of Justice subsequently reported that this_per- 
centage was increased to 2 percent and that the total received by Spra- 
Con was $35,840. These payments were said to be part of the sub- 
contract arrangement, whereby Cincinnati Industrial agreed to pay 
Spra-Con a designated percentage of the contract price for “engineer- 
ing consultations” and for related expenses. 

Fees for legal services, aggregating almost $32,000, were paid to 
various attorneys and charged to this Navy contract, according to 
Cincinnati Industrial’s books. Mr. Heimann’s father, who is in the 
tailoring business, received a “professional service” fee of $14,000. 
Altogether, fees for professional services and commissions on this 
$1.7 million contract totaled more than $130,000 under the caption 
of “operating expenses,” and others may have been included in ad- 
ministrative overhead. 


ALLEGED SUBCONTRACTS FOR INTERVALOMETERS 


In performing this contract, Cincinnati Industrial represented 
that it subcontracted assembly work for intervalometers to a New 
York firm which made insignia for military uniforms (Dexter In- 
signia, Inc.), and also undertook to purchase more than $8,000 worth 
of rubber matting from another New York firm (20th Century Car- 
pet Co.). 

Dexter Insignia was a 2-man corporation, of which 1 member owned 
the carpet company and the other owned an appliance company, 
known as Larry’s Television & Appliance Stores. Part of the costs 
for the alleged assembly of intervalometers was charged by the Dex- 
ter Insignia members to these two companies. 

Gifts totaling more than 40 percent of the purchase price of the 
rubber matting bought from 20th Century Carpet Co. were shipped 
to the Cincinnati Industrial plant or the home of a partner. These 
gifts included several television sets, an electric range, electric refrig- 
erators, electric driers, an electric washer, and a freezer, at a total 
invoice cost of $3,338. Five of the major electrical appliances, ac- 
cording to the shipping invoice, were to be delivered to the home of 
James Ulrick, a major partner in Cincinnati Industrial. These 
appliances were purchased by the carpet company from the appli- 
ance company, each owned by a Dexter Insignia member. 

Intervalometers for the rocket launchers, according to the state- 
ments of the two Dexter Insignia members, were assembled in the base- 
ments of their homes. They gave conflicting stories on the technical 
details of this assembly. For this work Dexter Insignia received 
$127,993.68. Receiving documents at Cincinnati Industrial did not 
account for all of the intervalometers and stock cards were not avail- 
able to verify quantities received. 

While Dexter Insignia billed Cincinnati Industrial at the rate of 
$5.90 each for most of the intervalometers allegedly assembled, another 
subcontractor billed Cincinnati Industrial at the rate of 35 cents each 
for allegedly assembling intervalometers. The other subcontractor 
was Amiel Electric Co., of Columbus, Ohio, which consisted of a 
single individual known as Amiel Giampapa, who also was listed as a 
partner in Cincinnati Industrial, the company which allegedly sub- 
contracted to him a portion of the intervalometer assembly. Mr. 
Giampapa stated to staff investigators that he performed the inter- 
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valometer assembly work in a spare bedroom of his apartment, but 
Mrs. Giampapa disclaimed any knowledge of such goings gs on. 

Mr. Giampapa received $4,935 for allegedly assembling about 15,000 
intervalometers, but then admitted that he cashed the check from 
Cincinnati Industrial and turned the money over to Mr. Knoebel, a 
Cincinnati Industrial partner, on the grounds that Mr. Knoebel had 
invested $5,000 in Cincinnati Industrial under the name of Mr. 
Giampapa. 

Although Dexter Insignia and Amiel Electric between them 
allegedly assembled and reworked in excess of 45,000 intervalometers 
under subcontract to Cincinnati Industrial, plant supervisors at the 
latter company stated to staff investigators that they had no knowl- 
edge of any intervalometers being sent from or received by the Cin- 
cinnati Industrial plant and that “all intervalometers were assembled 
at the plant. 


PADDED PAYROLLS AND TRAVEL EXPENSES 


The Cincinnati Industrial books show payroll disbursements to 4 
employees amounting to $1,060 over a 2-month period, half of which 
was charged against the Navy contract account. The staff was able 
to contact only two of these individuals. They stated that they had 
never been in the employ of Cincinnati Industrial, that they had not 
executed a W-4 form for the withholding of income tax, and that 
their signatures on these forms were forgeries. Affidavits to this 
effect were taken. The personnel folders of the four individuals 
purported to show that W-4 forms had been executed by them. 

Examination of the records at Cincinnati Industrial revealed that 
travel allowances at a rate of $60 per week were paid to individuals 
amounting to $2,160 and $1,740 respectively. The records did not 
reflect the extent of travel by these men and no documents could be 
found in support of the payments made for alleged travel. 


ENTERTAIN MENT EXPENSES CHARGED TO CONTRACT 


The subcommittee also received allegations that officials of Cincin- 
nati Industrial provided gratuities to “Navy personnel in the way of 
entertainment both in Cincinnati and in Washington. Such allega- 
tions, in the nature of the case, are difficult to verify, but the books 
of Cincinnati Industrial do show various entertainment expenses 
charged to the contract. On at least one occasion, the entertainment 
expenses charged to the books specifically mention the last names of 
individuals which are identical with those of persons employed by the 
Navy and in the sections dealing with rocket launchers. 

This particular incident, according to Cincinnati Industrial we pe 
was occasioned by a trip of Mr. Heimann to Washington, D. C., 
March 8, 1954, and a stay at the Shoreham Hotel. The trip natant 
$365.84, were put down as entertainment. Harrison, Hall, and Mor- 
gan were the names listed. Lee Morgan, a Navy witness on the 
rocket-launcher program, stated that he did not participate in a meet- 
ing with any such group (hearings, pp. 507, 511). Mr. Hall, who 
worked closely with Mr. Morgan in the Bureau of Aeronautics, was 
deceased at the time of the subcommittee heari ings. 

Rear Adm. R. E. Cronin, representing the Navy’s Office of Indus- 
trial Relations, stated that a charge of entertainment expenses to the 
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contract “would be a definite proof that such gratuity had been offered 
or given” (hearings, p. 506). In a later statement, the Chief of the 
Bureau of Aeronautics pointed out that the fixed-price contract was 
not subject to audit, and that entertainment expenses were a matter 
for the Internal Revenue Service and the Renegotiation Board. 
The Navy has regulations pertaining to the acceptance of gifts or 
gratuities by Navy employees (hearings, p. 562). 

A more serious allegation made to the subcommittee concerned the 
payment of money by the company to one or more Navy personnel. 
The subcommittee has no direct evidence of any such action, and the 
Department of Justice has reported that “the evidence developed with 
reference to the alleged bribing, in our view, was completely inade- 
quate to prove a criminal violation.” 


NAVY HANDS-OFF POLICY ON FIXED-PRICE CONTRACT 


With regard to the matters brought out in the subcommittee’s in- 
vestigation, the Navy has adhered generally to the position that in 
the case of a fixed-price contract, with the subcontracting arrange- 
ment approved, what goes on behind the back of the original award 
is the contractor’s own business (hearings, p. 514). 

This position is not wholly justified. While the price was fixed in 
the original contract, the price was no longer fixed when amendments 
to the contract became necessary. Swollen expenses in the form of 
fees, commissions and the like have a bearing on negotiation of sub- 
sequent price increases. 

For example, when the Navy decided that the production contracts 
on the Aero 6A should be amended to incorporate 32 changes in speci- 
fications, price increases approximating $100,000 were negotiated with 
Cincinnati Industrial as well as with the other 2 contractors. The 
Navy negotiator opposed a demand by Cincinnati Industrial for a 
20 percent administrative burden on the amendment as compared 
with 4 percent on the basic contract. He commented for the file record 
that in view of Cincinnati Industrial’s 100 percent subcontract 
arrangement with Spra-Con, “their insistent stand was based more 
than likely on the need for a double profit.” Also he noted that Mr. 
Morgan of the Armament Division had stated on two different 
occasions that Mr. Heimann had told him Cincinnati Industrial 
“was making so much money on this contract they were embarrassed” 
(hearings, p. 512). 

Although the Navy represented that it looked upon the prime con- 
tractor as the party responsible for performance and that any price 
changes must be negotiated with him, all its dealings after the award 
were with the subcontractor. Spra-Con simply advised the Navy 
to refer all matters and route all correspondence to Cincinnati Indus- 
trial (hearings, p. 673). 

Whereas Spra-Con had been selected as the producer and its plant 
was surveyed in a program to establish diversified sources for mobili- 
zation readiness in this production area, Cincinnati Industrial, as the 
100 percent subcontractor, apparently undertook this production as a 
single venture. The company soon went out of existence as a manu- 
facturing entity and disposed of its launcher production equipment. 
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CONGRESSIONAL BAN ON CONTRACT TRANSFERS 


More than a hundred years ago Congress established the principle 
in Government procurement that contracts, once made, should not be 
transferred (Rev. Stat. 3737; 41 U.S. C., sec. 15). The underlying 
purpose of this enactment, the courts have said, is to maintain clear 
and simple relationships between the Government and the contracting 
party throughout the life of the contract. Thereby the Government 
is saved from the harassment of dealing with a multiplicity of parties, 
is able to secure the persona] attention and services of the contractor, 
and is in a better position to render him liable for punishment in case 
of fraud or neglect of duty. In this way, too, speculators and con- 
tract brokers are discouraged from seeking Government contracts 
merely for turnover fees or profits without any intent or desire to per- 
form the contract themselves (205 F. 2d 73 and cases cited). 

The statutory ban on transfer of Government contracts does not 
mean that subcontracting is prohibited. Subcontracts are an ordinary 
business practice, particularly in the case of large contracts, which 
utilize subcontracting to effect a division of labor, skills, and ma- 
terials for efficient performance (91 App. D.C. 71). 

But 100 percent contracts are a different breed of transaction. They 
interpose, as in the case of Cincinnati Industrial, a new layer of per- 
sonnel between the Government and the contracting party, a different 
production organization, and other complicating arrangements which 
thwart the principle of the congressional enactment. 


COVENANT AGAINST CONTINGENT FEES 


Thus the payment of fees by Cincinnati Industrial for procuring the 
subcontract points to the possible use of the subcontract device for 
evading the covenant against contingent fees which Spra-Con signed 
as a contractor to the Government. This standard provision in the 
contract states : 


The contractor warrants that no person or selling agency 
has been employed or retained to solicit or secure this con- 
tract upon an agreement or understanding for a commission, 
percentage, brokerage, or contingent fee, excepting bona fide 
established commercial or selling agencies maintained by 
the contractor for the purpose of securing business. For 
breach or violation of this warranty the Government shall 
have the right to annul this contract without liability or in 
its discretion to deduct from the contract price or considera- 
tion the full amount of such commission, percentage, broker- 
age, or contingent fee. 


Spra-Con did not pay a fee for obtaining this contract; on the 
contrary, it received a fee for subcontracting it. The fees both to 
Spra-Con and to Messrs. Knoebel and Heimann were paid by Cincin- 
nati Industrial, the 100-percent subcontractor. Stripping away the 
subterfuge of these arrangements, the essential fact remains that 
the company which actually performed the contract paid fees for 
obtaining it. This fact violates the spirit of the law and the covenant 
with the Government against contingent fees even if the subcontract- 
ing device is put forth as a defense against a technical violation. 
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Spra-Con described Cincinnati Industrial to the Navy as “a special 
contracts division * * * directed from the home organization.” Why 
should Cincinnati Industrial have to pay fees to a food company for 
procuring a Government contract through its parent company ? 
Certainly Spra-Con must have known of this arrangement, which 
predated the contract award; yet neither Spra-Con nor Cincinnati 
Industrial conveyed that information to the Navy. 

After the subcommittee hearings brought to light the various pay- 
ments of oa and fees, Admiral Murphy said they were a 
proper subject for Navy investigation, although the Navy had been 
apprised of this matter many months before “the hearings. Subse- 
quently the Chief of the Bureau of Aeronautics decided that the 
available information did not clearly establish a violation of the cove- 
nant against contingent fees and referred the matter to the Depart- 
ment of Justice (hearings, p. 562). After studying the reports of its 
own and other investigations, the Department concluded that no 
criminal offenses were committed in the payment of commissions by 
Cincinnati Industrial either to Spra-Con or to the food company. 

The subcommittee views this matter in a broader way than would 
a law-enforcement agency confronted with the technical question of 
violations of a criminal ‘statute. The law which circumscribes the 
payment of contingent fees for obtaining Government contracts (10 
U.S. C., sec. 2306) is a regulatory rather than a criminal provision, 
and the penalties prescribed for breach of warranty are civil in nature. 
If the covenant against contingent fees is to have full meaning and 
effect, it should be written in such a manner as to prevent the occur- 
rence of questionable practices such as those indulged in by Cincinnati 
Industrial and Spra-Con. 


NEED FOR ADMINISTRATIVE CONTROL OF SUBCONTRACTING 


Furthermore, the administrative provisions with regard to subcon- 
tracting need revising. It seems rather foolish for a Government 
procuring agency to go to the time, trouble, and expense of surveying 
the facilities of a prospective producer, and to award him a contract 
which ends up in another company’s plant and under circumstances 
less amenable to Government control. In this case a Chicago firm was 
selected as the qualified source and the contract ended up in a tem- 
porary partnership in Cincinnati. In another case, reviewed in a 
later section, the Air Force selected a West Virginia small-business 
firm, and the contract ended up (unsuccessfully) in a big-business 
firm in Cleveland. 

Certain phases of Cincinnati Industrial’s internal business arrange- 
ments, those concerned mainly with the nn to Dexter 
Insignia and Amiel Electric, are still under study by the Department 
of Justice. A question here is whether the tte Bee costs of 
the rocket launchers were padded so as to avoid payment of excess 
profits under the Renegotiation Act as well as for income-tax pur- 
poses. 

Both the Renegotiation Board and the Internal Revenue Service 
have signified their interest in the information developed in the sub- 
committee’s investigations. 
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VIII. Propucrion Prospitems on ArEro 6A 


In the course of their production, all three Navy contractors ex- 
perienced difficulties which gave rise to differences of opinion between 


the contractors and the Navy as to the causes of, and the responsibilities 
for, defective launchers. 


NAVY TESTING PROCEDURES 


Navy specifications for the Aero 6A called for a rather elaborate 
series of testing procedures before any launchers would be finally 
accepted. 

As production launchers came off the assembly line, they were 
divided into lots of 500 units, and from each lot 2 units were selected at 
random by the naval inspector for testing under Navy direction. The 
samples were subjected to rough handling, static loading, and ground- 
firing tests. If these tests were passed successfully according to the 
functional requirements of the specifications, the entire lot was 
accepted. 

In the event either of the 2 samples in any lot of 500 launchers failed 
to pass the aforementioned tests, the contractor was obligated to re- 
work, if necessary, the entire lot from which the samples were drawn, 
after which 4 samples were pulled at random from the reworked lot. 
If this doubled sample passed the tests, the lot in question was ac- 
cepted; if any of the samples failed, the lot was to be held pending 
negotiations for disposition and/or salvage.” 

This sampling technique assumed that the characteristics of 2 
launchers (or 4 upon retest) fairly represented those of the entire lot 
of 500. Given the possibility of variations during the manufacturing 
process and of manifold contributory causes to the malfunctioning of 
a launcher, the above assumption was dubious, and, as shown by subse- 
quent experience, unwarranted. 


ALL DEFECTS NOT REVEALED IN TESTING 


Not every defect revealed in testing of samples was considered a 
cause for rejection of lots represented. Yet defects of a seemingly 
minor nature might impair or prevent the launchers from functioning. 
And many consistent defects could not be noticed until each lot of 


accepted launchers was loaded with rocket motors at the ammunition 
depot for shipment to the fleet. 


MISLOCATED JACK PLUGS 


Thus, 14 lots (7,000 units) of Cincinnati Industrial launchers, after 
testing and acceptance, were found to have mislocated jack plugs. 
The ignition cables to which the jack plugs are attached transmit 
electrical power from the airplane for discharging the rockets. The 
‘ables are rolled up on the aft end of the launcher bulkhead prior to 
installation of the Dipeine pan assemblies. 

In the 14 lots, each jack plug fell into one of the launcher tubes. 
This was not rated by the Navy as a launcher defect. However, if a 
rocket had been loaded in the tube, the jack plug would have been 
fractured. Personnel at the Shumaker Naval Ammunition Depot 
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had to remove the shipping pan on each launcher and reposition the 
jack plug before loading the rockets. This was shown to be a “time- 
consuming and expensive operation” (hearings, pp. 553, 662). 


UNFIRED ROCKETS 


In test firing 3 early lots of Cincinnati Industrial launchers, it was 
found that all 7 rockets in the launcher would not fire. Test specifica- 
tions required all rockets to ignite and leave the tube in a normal 
manner. These lots initially were disqualified and additional samples 
were pulled for firing. According to the test procedures, 4 samples 
from each of the retest lots should have been selected. However, the 
Navy fired a total of 54 launchers instead of 12 in retesting these 3 lots. 

Cincinnati Industrial maintained that the firing failures were due 
to nozzle seals and other debris ejected from the rockets in firing, which 
struck the bakelite intervalometers and broke the firing circuit. The 
company disclaimed responsibility for such occurrencies with inter- 

valometers which had no guard mechanism. 


TESTING OF INTERVALOMETER GUARDS 


Without finally rejecting any of the lots in question, or succeeding 
lots, the samples of which showed firing failures in some instances, the 
Navy accepted Cincinnati Industrial’s contention and undertook to 
conduct tests of several types of intervalometer guards at the Patuxent 
River Naval Air Test Station. Ejighteen launchers were selected 
from one of Cincinnati Industrial’s production lots, shipped to 
Patuxent, and tested with 3 types of intervalometer guards. The 
Navy bore the expense of this project, regarding it as technical devel- 
opment work rather than as testing of contract launchers. 


L LAUNCHERS BACKFITTED 


By the time a suitable intervalometer guard was available, all three 
ree had completed their production runs, and the launchers had 
een shipped to field and fleet activities. All Aero 6A launchers had 
to be backfitted in the field with the intervalometer guard mechanism 
(hearings, p. 553). 

According to a Navy statement, after the testing of these intervalo- 
meter guards, no launchers were rejected in cases where test samples 
showed failure to fire all rockets. Waivers from test specifications on 
this count were granted to all three contractors (hearings, p. 553). 
It does not appear that the Navy finally rejected any launcher lots for 
failure of rockets to fire, whether before or after the testing of the in- 
tervalometer guards. 


MISPLACED DETENT LATCHES 


Radiant was plagued with a high frequency of misplaced detent 
latches which did not show up in the sample testing but in the rocket 
loading at Shumaker after the Navy accepted shipments of Radiant 
launchers. Because these latches were placed too high in the tubes, 
the rocket motors did not seat properly when loaded, so that the motor 
lock plugs protruded beyond the fore end of the launcher. 
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If the detent misplacement were not too severe, the motor lock plugs 
could be cut back by machining. According to a Navy statement, 
172,000 motor lock plugs were reworked by naval personnel at Shu- 
maker to compensate for high detent latches on the Radiant launchers 
and to make the launchers fully serviceable. This would indicate 
that approximately one-half of the Radiant launchers produced under 
its first contract required modification. For more than 100 launchers, 
the misplacement was so great that the launchers were scrapped at 
Government expense (hearings, p. 562). 

Lee Morgan of the Bureau of Aeronautics was inclined at first to 
accept the manufacturer’s contention that the misplaced detent latches 
were due to an accumulation of tolerances allowed in the drawings, 
whereas the depot personnel wanted to ship the defective launchers 
back to Radiant for correction. Finally, the contractor agreed to 
pay 214 cents per motor lock plug for machining at the naval ammu- 
nition depot to compensate for misplaced detent latches. Besides the 
modifications made by the depot personnel, approximately 800 
launchers were shipped back to Radiant for correcting various types 
of defects. 

FLEET EXPERIENCE WITH DEFECTS 


Not only were numerous defects identified at the loading depot, but 
others were found after shipments to the fleet. For example, one 
Navy vessel received two lots of Cincinnati Industrial launchers from 
the later stages of production; it reported that 21 percent of the 
rockets failed to ignite and fire, apparently due to intervalometer 
defects, and that detent latches of the launchers failed to retain the 
rockets with explosive warheads during arrested plane landings. 

Information on naval facility and fleet reports of defective weapons 
is classified confidential, and the subcommittee did not have access to 
all the postacceptance reports on the Aero 6A launcher. In fact, it 
does not appear that any Navy unit systematically collects and an- 
alyzes such information. Those reports which were available showed 

rather consistently that 1 launcher in every 6 or 7 of those inspected 

was found to be defective. Types of defects were not always identi- 
fied. Some defects were reparable; others required orders for scrap- 
ping or other disposition. 

Fleet reports identified the source of production in some cases, not 
in others. The reports which the subcommittee examined had no 
information on Radiant launchers; the frequency of defects in Cin- 
cinnati Industrial launchers was consistently and rather considerably 
higher than in Century Industries launchers. 

‘Defects in stored or shipboard launchers, it must be observed, may 
not be due altogether to manufacturing or testing deficiencies. Im- 
proper handling, loading, and mounting on aircraft, as well as de- 
fects in the rockets or the electrical connections in the airplane could 
cause firing failures or other malfunctioning. 

In some cases, materials in the launcher changed or deteriorated 
after testing, due to moisture seepage or other environmental condi- 
tions, inferior workmanship, or inadequate specifications. To cite 
one instance: upon inspection of several launchers at a naval ord- 
nance facility, the jack plugs, made of a composition material, were 
found to have melted. 


— 
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DISINTEGRATION OF TEST SAMPLES 


Of the three producers, Century Industries, the “lead” contractor 
with prior production experience, drew the most attention and re- 
ceived the harshest treatment from the Navy because of the more 
dramatic and damaging experience it had with sample launchers which 
disintegrated in test firing. 

Under the Navy proc edures for test firing 2 samples of each 500 
launchers, Radiant had no disintegrations, Cincinnati Industrial had 
2, and Century Industries had 18. This count was for test firings 
conducted at Shumaker. On earlier lots of Century Industries 
launchers fire tested at Inyokern, several launchers also disintegr ated. 

In April 1954, when recurrent failures showed up in test firing, 
the Chief of the Bureau of Aeronautics directed the Inspector of 
Naval Material at Los Angeles to conduct a survey of the contractor’s 
procedures and to report whether adequate inspection and quality 
control were being maintained. Century Industries shut down its 
plant for a per iod of several weeks in order to reexamine its produc- 
tion system. By memorandum of May 7, 1954, the inspector reported 
to the Bureau of Aeronautics that “the contractor’s inspection pro- 
cedure for maintaining quality control of the Aero 6A rocket-launcher 
package is satisfactory at this time.” 

When Bureau of Aeronautics personnel suggested to Century In- 
dustries that its production difficulties might be due to the paper used 
in making the launcher tubes, samples were procured from Radiant, 
which had experienced no launcher disintegrations, and turned over 
to an independent laboratory for comparative performance tests. 
The test results showed, according to Century Industries, that its own 
tubes were as strong as or stronger than Radiant’s. 

Despite its efforts to explore and identify the possible causes of 
launcher defects. Century Industries’ launcher samples continued to 
show rather frequent failures in test firing. Altogether, some 23 
lots failed on the first test firing of 2 samples from each lot, due to 
launcher disintegrations or projection of the tubes after firing the 
rockets. 

RESULTS OF RETEST 


These lots were retested with 4 samples, according to the test pro- 
cedures, and all except 6 passed the second firing tests. The re- 
maining 6 lots, comprising about 3,000 launchers, presumably became 
a subject for negotiation as to disposition and/or salvage, as provided 
in the contract specifications. What kind of negotiations or what 
manner of disposition was not further indicated in the contract 
documents. 

Century Industries contended that, having adhered rigorously to 
production specifications, taken every possible precaution to maintain 
quality control, and exhausted every means of preventing or overcom- 
ing deficiencies in production, the six lots in question should be 
accepted by the Navy. 

In a letter dated September 23, 1954, to the Bureau of Aeronautics, 
the contractor summed up the fire- testing experience at Shumaker as 
follows: 40,000 launchers produced under the contract, 232 units 
tested, 160 without distinctions (no categorized defects) , 45 with rup- 
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tured tubes, 9 with tubes projected, and 18 disintegrations. Only the 
last two categories were considered disqualifying. Upon retest, 24 
units tested, 13 without distinctions, 4 with ruptured tubes, 2 with 
tubes projected, and 5 disintegrations. Thus the disputed 3,000 


launchers involved failures on only 7 test launchers, the last 2 cate- 
gories mentioned. 


CONTRACTOR'S ANALYSIS OF DISINTEGRATIONS 


Observing that the ability of a launcher to withstand rocket-blast 
effects at firing is a function of the strength of both the paper 
tube and the plastic film, Century Industries asserted that premium 
quality paper and rigid quality control of the plastic dipping process 
had been maintained, and it submitted documents in support of its 
assertion. 

The company analyzed launcher disintegrations as a cumulative 
process of tube ruptures, initiated when rocket nozzle seals strike 
the tube in firing. A rupture once started was said to be enlarged 
by the erosive effect of the rocket blast, causing progressive disinte- 
gration of the tube, the adjoining tubes, and the launcher casing. 

Century Industries said that since the disintegration occurred after 
the rockets left the launcher, neither the safety of the aircraft 
nor the effectiveness of the rockets in seeking the target was com- 
promised, as shown by repeated experience. Disintegrated launcher 
fragments merely added to the debris normally experienced from 
fairings, nozzle seals, rocket contact buttons and other rocket ejecta. 

For these reasons, Century Industries contended that projected 
launcher tubes and disintegrations were not qualitatively so different 
from ruptured tubes as to warrant a decision against acceptabililty 
of the launcher lots in question. It recommended that the 6 launcher 
lots be accepted by the Navy, without further test or rework. In 
an addendum to this proposal, the company offered to apply addi- 
tional plastic coating to the six launcher lots if the Bureau of Aero- 
nautics considered that the launchers should be strengthened. 


NAVY'S ANALYSIS OF DISINTBGRATIONS 


Century Industries’ recommendation was rejected by the Bureau of 
Aeronautics, in a letter of December 8, 1954, drafted by Lee Morgan 
and signed by Rear Adm. C. E. Ekstrom, then Assistant Chief for 
Material and Services of the Bureau. The letter said that the Chief 
of the Bureau considered disintegration of launchers “a hazardous 
condition to both the firing aircraft and other aircraft which could 
be flying through the debris.” Accepting as a calculated risk the 
debris ejected in rocket firing, the Bureau letter maintained that dis- 
integrated launchers gave forth sizable pieces of metal, consisting of 
4-foot steel rods, 10-inch diameter steel bulkheads, and steel detents, 
as well as large pieces of plastic coated paper from the thick outer 
casing, which flew in an unpredictable trajectory, endangering flight 
safety. 

These occurrences of disintegration were said to be based on photo- 
graphic evidence of firings of production lot samples at Shumaker. 
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CONFLICTING NAVY VIEWS 


Although Admiral Ekstrom declared to Century Industries in 
December 1954 that launcher disintegrations constituted a dangerous 
and unacceptable flight hazard, Admiral Harrison stated to the Hébert 
subcommittee in April 1955 that the available evidence did not af- 
ford a determinative answer to this question. 

A photograph of a Century Industries launcher, showing disinte- 
gration after test firing, was displayed to Admiral Harrison, and 
he was asked what happens to the plane when the launcher dis- 
integrates. He replied: “That is a question I cannot answer, and 
I don’t think anyone can on the basis of the studies we have made so 
far” (Hébert hearings, p. 550). 

Interestingly enough, the disintegrated launcher exhibited in the 
photograph was drawn from a lot ‘which the Nav y had already ac- 
cepted on the basis of a retest of four samples, which experienced 
no disintegrations. 


WITHHOLDING OF FILMS 


Throughout the whole testing procedure at the Shumaker Naval 
Ammunition Depot, Century Industries had tried unsuccessfully to 
find out whether moving pictures were taken of these tests, so that 
it might determine in cooperation with the Navy the possible causes 
of the disintegration. The question was put to Bureau of Aeronau- 
tics personnel in July 1954, but not until March 1955, a year after 
the tests were begun at Shumaker, and about 6 months after pro- 
duction on the contract was completed, did the contractor find out 
that moving pictures were taken. These films were requested and 
finally submitted to the contractor for inspection on May 10, 1955 
(hearings, p. 679). 


NAVY CRITICISM OF CONTRACTOR PERFORMANCE 


Admiral Ekstrom’s letter of December 1954 to Century Industries 
conveyed the Bureau Chief’s opinion “that it appears that adequate 
quality control was not maintained and that the strength of all the 
launchers is marginal.” In support of this opinion, the letter cited 
that 23 lots were “rejected i in the initial firing tests, representing 28.8 
percent of the total (80) lots produced under the contract. 

By Century Industries’ count, the disqualifying defects under the 
first tests, which showed up in 27 sample launchers, represented only 
11 percent of the 232 launchers tested. 

Whatever the basis used for depicting the incidence of defects, ob- 
viously the Bureau condemned its own testing methods when it ex- 
pressed the opinion “that the strength of all the launchers is mar- 
ginal.” For the retests showed disqualifying defects in only 6 lots, 
compared to the 23 on the initial tests, and in a second retest of 
the 6 lots, again using 4 samples in each lot, only 2 lots finally were 


disqualified. 
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INDETERMINATE QUALITY OF ALL LAUNCHERS 


From this experience it is plain that Navy testing procedures for 
the Aero 6A provide no reliable index of the occurrence of disintegra- 
tions. These may occur in lots initially accepted or they may not 
occur in lots initially disqualified. The quality of Aero 6A launchers 
in Navy stores, whatever the production source, is indeterminate ; and 
disintegrations must be accepted as a calculated risk if these launchers 
are to be used for firing rockets from aircraft. 

Moreover, the indeterminate factors are not confined to disinte- 
grations. Shipboard launchers which fail to ignite rockets, for 
example, cannot disintegrate. As noted above, a fleet report on two 
lots of Cincinnati Industrial launchers recorded 21 percent as failing 
to fire. This company, which reportedly was rated by Lee Morgan 
as having the “smoothest overall performance,” and which experi- 
enced only two disintegrations in test firings, consistently showed more 
defects in fleet-inspected launchers than did Century bt ly 


CHANGE IN TEST PROCEDURES 


The Navy has tried to overcome the inadequacy of its testing pro- 
cedure by increasing the number of samples per lot on subsequent 
launcher contracts “to provide tighter control over the quality of 
the manufacturer’s product.” In the second contract with Radiant 
for 50,000 Aero 6A launchers, the initial samples were increased from 
2 to 4, and the retest samples from 4 to 8. 

Under its second contract, Radiant had a total of 24 lots initially 
rejected, compared with 10 on its first contract. In both cases, all 
initially rejected lots were accepted upon retest. 

Whereas Radiant had enpeadane’ no launcher disintegrations in 
samples tested on the first contract, it had 5 disintegrations in 4 lots 
tested on the second contract. 

After Century Industries produced 40,000 Aero 6A launchers for 
the Navy with the disintegration problems described above, it pro- 
duced 100,000 MA-3 launchers for the Air Force with no disintegra- 
tions experienced in test firing. Century Industries was satisfied that 
its lessons learned on the Navy contract enabled it to design and pro- 
duce an improved launcher for the Air Force (hearings, p. 131). 


DISPUTE OVER 6 LAUNCHER LOTS 


At the time the Air Force contract. was awarded to Century Indus- 
tries in October 1954, production on the Navy contract had been com- 
pleted, but the vexing question of the six disputed launcher lots still 
remained. The 3,000 launchers in these six lots represented to Cen- 
tury Industries an unrealized contract value of about $135,000. The 
Navy refused to issue shipping orders, and the launchers remained on 
the plant floor. 

Technical personnel in the Bureau of Aeronautics recognized that 
the sampling techniques which caused the Bureau to turn down these 
lots might be faulty, but the Bureau feared that acceptance of the lots 
might weaken its position with respect to future producers who might 
come up with defective launchers. 
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The possibility of executing a default termination against the con- 
tractor was considered, but legal personnel in the Bureau believed 
such action would put the Bureau in a tenuous position, particularly 
since the contract terms were indefinite as to the contractor’s obliga- 
tions in retesting. Nothing was stated in the contract, for example, 
as to the cost of additional rockets to be fired. The possibility was 
held out that a default action could be applied to the six lots, since 
the contract delivery dates for these had passed. 

Admiral Ekstrom’s aforementioned letter sidestepped a final posi- 
tion. The contractor’s proposal that the Navy accept the lots was 
rejected, and he was “requested to complete the requirements of the 
contract.” Two alternatives were suggested in the Bureau letter: 
Production of new launchers in lieu of the six lots, with permission 
to use certain salvaged parts of the rejected lots; or correction of the 
deficiencies in these Sate by applying additional plastic coating on each 
launcher, as the contractor had proposed. The second alternative had 
these provisos: No increase in contract price, test samples per lot to be 
increased to eight with the contractor ntiee the cost of all rockets 
fired, and final rejection of any repaired lots whose samples failed in 
firing tests. 

DISPOSITION OF DISPUTED LOTS 


Neither of these alternatives was pursued. Finally, in April 1955 
the Bureau agreed to test the disputed six lots for a third time, firing 
4 launchers from each lot; 4 lots were accepted, and the remaining 2 
rejected without recourse. 

At the time of the hearings in February 1957, the 2 residual lots 
(1,000 launchers) were still in the company’s plant, about 214 years 
after production. The Navy issued shipping instructions for the fair- 
ings aoe these launchers early in 1956, but the contractor had re- 
ceived no reimbursement for those components (hearings, p. 164). 

At the hearings in March 1957, Mr. Morgan of the Bureau of Aero- 
nautics acknowledged that Century Industries, throughout the life 
of the Navy contract, had shown good faith in its dealings, had been 
diligent in pursuing every means to overcome its production difficul- 
ties, and had been responsive to any Navy suggestion toward that end. 


UNJUSTIFIED NAVY TACTICS 


In the light of that testimony, it is difficult to justify the Navy’s 
dilatory tactics and the resultant delays, inconveniences and expense 
to the contractor. 

This was a negotiated contract, and Century Industries, as the de- 
veloper and first supplier of the Aero 6A, held a position of special 
responsibility as the Navy’s “lead” contractor. Yet Century Indus- 
tries was not kept informed of various Navy-sponsored technical de- 
velopments bearing on the production contracts, was caught in a 
bureaucratic tangle between two Navy bureaus on plant rental mat- 
ters, was deprived of films on test firings for many months, was ig- 
nored or answered belatedly in contract correspondence, was refused 
assistance in various other ways, and was held up for a long period in 
the disposition of disputed launcher lots. 
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_ And when an Air Force buyer came to consult Bureau of Aeronau- 
tics personnel on Century Industries’ production experience, he re- 
ceived a distorted and derogatory account which was entered in a 


confidential memorandum and passed along verbally to interested Air 
Force personnel. 


IX. Arr Force ProcurEMEnt or THE MA-3 


The repercussions of Century Industries’ problems with the Navy 
were heard in Air Force circles as early as June 1954. At that time 
the Air Force was negotiating with Century Industries for procure- 
ment of 100,000 MA-3 seameaiente based on an improved design and 
prototype Smiley launcher submitted to the Air Fone at the com- 
pany’s own initiative and expense. 


PLANT SURVEY OF CENTURY INDUSTRIES 


Convinced after field tests that Century Industries’ new design was 
superior to other designs of the 7-round launcher, the Air Force 
was anxious to get a production quantity of the MA-3 launchers to 
fulfill urgent sockeile requirements. A plant survey of Century 
Industries was made in June 1954 by the te Angeles Air Procure- 
ment District, and the company was rated acceptable on production 
ability but negative on finances. 

The negative financial report was reviewed at AMC headquarters. 
John C. Powell, the Air Force buyer active in the negotiation with 
Century Industries, reported in an Air Force memorandum of June 
21, 1954, that the negative report on Century Industries “was based 
upon a presently exceedingly weak financial condition as well as on a 
poor report as to performance for the Navy.” Mr. Powell did not 
identify the source of the performance report (hearings, pp. 310-311). 

At the hearings Mr. Powell acknowledged that the negative report 
from Los Angeles was concerned only with finances, not with pro- 
duction. He also said that he did not have an impression in June 


1954 that Century Industries had a poor performance recard with 
the Navy (hearings. p. 286). 


COLLAPSE OF NEGOTIATIONS 


However, in June of 1954, Mr. Powell’s memorandum recorded 
that he was not in favor of continuing negotiations with Century 
Industries. Emphasizing the negative financial report and express- 
ing dissatisfaction with the company’s price and other contract pro- 
posals, he recommended either that other companies be sought for 
competitive negotiation or that the procurement from Century In- 
dustries (if justified by urgency) be limited to 50,000 units. He 
estimated that Century Industries could start producing in 4 or 5 
months as compared to 8 or 9 months for other companies. The 
fact that Century Industries considered this launcher design a pro- 
prietary item was not mentioned by Mr. Powell. 

Negotiations with Century Industries collapsed and—as stated in 
a subsequent Air Force memorandum—*“it appeared that USAF 
could not buy Smiley even though it was the best launcher tested up 
to that time.” Plans were made to approach other companies, al- 
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though the Air Force had no specifications, only a “performance 
exhibit” of the MA-3 launcher (hearings, p. 645). 


NEGOTIATIONS RESUMED 


In mid-July 1954, negotiations with Century Industries were 
resumed. The company was able to demonstrate its financial back- 
ing, and a resurvey by the Los Angeles APD in late August showed 
satisfactory financial ability. A memorandum aigned by Mr. Powell 
and 3 other Air Force personnel on September 22, 1954, included 
this notation : 


Since delivery was critical to meet stockpiling of rockets, 
negotiations were continued with Century Industries for 
100,000 launchers on the basis that this was the only known 
contractor having a tested design and adequate facilities to 
meet the requirements (Hébert hearings, p. 659). 


Air Force Contract No. 33(600)-28547 was awarded to Century 
Industries for 100,000 MA-3 type rocket launchers in October 1954 
at a unit price of $36.62. The contractor acknowledged receipt of 
the contract on October 27, 1954. 


JUSTIFICATION FOR SOLE SOURCE PROCUREMENT 


In justification for this sole source procurement with Century 
Industries, the Air Force later pointed out (hearings, pp. 627, 644) : 

(1) The price paid was fair and reasonable, aan “ing that it 
was less than the price paid by the Navy on three contracts then 
outstanding (a later Navy contract, based on advertised procure- 
ment, had a lower unit pr ice). 

(2) The requirement was urgent, since the Air Force had rockets 
without launchers to fire them, and a year or more could be saved 
by contracting with Century Industries. 

(3) Detailed specifications and prints were lacking to solicit other 
potential suppliers. 

(4) Century Industries had produced rocket launchers prev iously, 
and had done the development work on the MA-3 at its own initiative 
and expense. 

(5) Eighty or more samples of this improved launcher design, as 
proved in tests, were provided gratis to the Air Force. 

(6) The contractor had equipment, capacity, manpower, and tech- 
_ know-how to meet an urgent and short lead time. 

7) The Air Force was placing only one-fourth of its requirements 
dvehle it was getting complete rights to reproduce. 

(8) The remaining requirements possibly could be satisfied on a 
less costly basis by competitive procurement, after the MA-3 design 
was proved out finally in tests and production. 

The Air Force assertion that it was getting complete rights to re- 
produce did not accord with the contractor’s understanding. This 
matter is considered in the following section. 
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POWELL VISIT TO SAN PEDRO 


On November 1 and 2, 1954, a few days after Century Industries 
received the contract, Mr. Pow ell made what he described as a “rou- 
tine” visit to the company’s plant in San Pedro, Calif. (hearings, 
p- 288). His trip report, dated November 10, noted that the main prob- 
lems discussed had to do with packaging revisions and the delivery 
of certain Government equipment. The meeting was said to leave 
no unsolved problems. The report concluded that “Century Indus- 
tries definitely is far ahead of the other Los Angeles area firms both 
in launcher design and facilities” (hearings, pp. 312-313). 

During this visit Mr. Powell saw a large quantity of launchers 
sitting on the plant floor. These were the disputed lots on the Navy 
contract for which no shipping instructions had been received. Mr. 
Powell had gleaned from various competitors of Century Industries, 
during their visits to AMC headquarters, that this company was 
having trouble with the Navy, and he was curious about the launchers. 

Mr. Powell said that upon his return from California he spoke to 
his superiors about the Navy launchers in the plant. Nothing was 
said about them, however, in the trip report. Mr. Powell attributed 
this omission to “mostly an oversight on my rane but said he re- 
ceived verbal instructions to check Century Industries’ story that no 
shipping instructions had been received for these launchers (hearings, 
p. 294). 

TELEPHONE CALL TO WASHINGTON 


Thereupon Mr. Powell put in a call to Lee Morgan of the Bureau 
of Aeronautics, whom he identified as the project engineer on the 
Navy contracts. Air Force buyer Powell explained why he spoke to 
Mr. Morgan instead of to the Navy buyer as his counterpart : “] 
did not know the Navy buyer but I did know the project engineer, 
and for that reason I called him.” Mr. Morgan, for his part, denied 
any prior acquaintance with Mr. Powell (hearings, pp. 287, 468). 

Mr. Powell later made this notation of his telephone inquiry con- 
cerning Century Industries’ performance on the Navy contract: 


Bureau of Aeronautics personnel. were willing to discuss 
this contractor’s performance, but were not willing to carry 
on the discussion over the phone (hearings, p. 313). 


John W Campbell of the Bureau teStified that he had answered 
the phone, that he and Mr. Morgan refused to give any information 
by phone, since they didn’t know Mr. Powell. “We invited him to 
discuss the matter [in person] and he came” (hearings, p. 456). 


TRIP TO BUREAU OF AERONAUTICS 


Accepting the invitation, Mr. Powell came to Washington. His 
official trip report dated the visit as November 22, 1954. Messrs. 
Morgan and Campbell recorded the date as November 27. 

In a prepared statement (drafted by Mr. Morgan) reviewing Navy 
rocket-launcher developments, Admiral Murphy, as assistant chief 
for procurement of the Bureau of Aeronautics, cited the Powell visit 
as an example of Navy-Air Force cooperation and exchange of tech- 
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nical information for mutual service benefit. He said (hearings, 
p. 422): 


Prior to the award of a contract by the Air Force to 
Century Industries for the production of MA-3 launchers, 
the Air Force asked for and received information regarding 
the performance of this company and two other contrac- 
tors—Radiant Manufacturing and Spra-Con Co.—in pro- 
ducing Aero 6A launchers for the Navy * * * 


When it was pointed out to Admiral Murphy that the Air Force 
contract to Century Industries had been let a month before the visit, 
he amended his testimony (hearings, p. 456). 

Admiral Murphy’s erroneous statement came from Messrs. Morgan 
and Campbell who recorded in their memorandum that Mr. Powell 
desired information preparatory to negotiating a procurement with 
Century Industries (hearings, p. 457) : 


Mr. Powell stated that the USAF was considering nego- 
tiating a contract with Century Industries, San Pedro, Calif., 
for the manufacture of MA-3 rocket launchers. He further 
stated that he had heard that Century Industries was experi- 
encing difficulty in delivering satisfactory Aero 6A rocket 
launchers under its contract with the Navy. He desired 
firsthand information on this subject. 


Being reminded that the information was requested after the Air 
Force contract had been let, Mr. Campbell said that the occasion of 
Mr. Powell’s visit was the only opportunity they had to convey this 
information to the Air Force (hearings, p. 459). 


EXPLANATION OF VISIT 


Mr. Powell stated to the subcommittee that the Air Force then had 
requirements for substantial quantities of additional launchers, to 
be procured competitively based on Century Industries’ drawings, and 
that “just as a matter of curiosity” he asked Mr. Morgan about the 
comparative performance of all three Navy contractors (hearings, 
p. 293). 

One of the matters that excited Mr. Powell’s curiosity was a rumor 
that the Bureau of Aeronautics had written a letter to AMC pro- 
curement personnel reciting Navy experiences with Century Indus- 
tries. He had picked up the rumor from a competitor of Century 
Industries whose name he could not recall. Inquiries at the Bureau 
were of no avail, and at the hearing Mr. Powell dismissed the ee 
report as the sour grapes of a competitor who had failed to receive : 
contract (hearings, pp. 298, 310). 

Mr. Morgan recalled that the visit lasted one-half hour; Mr. 
Powell said it lasted one whole mor ning (hearings, pp. 302, 466). 
After this meeting Mr. Powell wrote an official trip report ‘and a 
confidential memorandum. As stated in the trip report (hearings, 
p. 314): 


The BuAer people were quite cooperative in disclosing 
their experiences on rocket launcher procurements. Test 
data were shown to the buyer, and some suggestions were 
made concerning future USAF procurement. Since BuAer 
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did not want this information widely spread, it is not in- 
cluded in this report; it is compiled in a report maintained 
in MCPEA-M. BudAer also disclosed bid prices on a present 
Aero 6A procurement. 


Among the “accomplishments” of this visit, Mr. Powell noted in 
his trip report that he now had BuAer’s opinion of the three Navy 
producers, and that future Air Force procurements of the MA-3 
should be obtained with “even greater price reductions.” He noted 
also that BuAer data were being compiled in a confidential report, 
the contents of which would be verbally conveyed to field personnel 
by two designated Air Force personnel (hearings, p. 314). 


NAVY OPINIONS ON PERFORMANCE 


In the confidential memorandum Mr. Powell recorded “BuAer’s 
opinions” on the comparative performance of the three Navy pro- 
ducers as follows (hearings, pp. 314-315) : 


The charts prepared by BuAer on the sampling tests showed 
that Century Industries had the poorest quality control rec- 
ord, and that Century Industries was the only firm which had 

not completed its contract, due to 3,000 launchers that the 
Navy would not accept because of disintegration of launchers 
during sample testing. This disintegration was caused, in 
BuAer’s opinion, by Centur y Industries’ having failed to dip 
the launchers twice in the plastic impregnation. * * * Ra- 
diant had erred completely in tooling for their contract, but 
had corrected their errors at their own expense and had fin- 
ished their deliveries on time. Cincinnati Industrial appeared 
to have the smoothest overall performance. 

*K * * * * 


Mr. Morgan stated that if one more Century Industries 
sample failed, his office was going to recommend junking all 
40,000 units made by that firm, in the interests of safety. 
BuAer had already upped its sampling requirement to 4 units 
per 500 on future procurements. Mr. Morgan recommended 
strongly that testing be accomplished prior to shipment. 


When Mr. Powell was reminded that production on the Navy con- 
tract had been completed, and the Navy already had accepted the bulk 
of the Century Industries launchers, he said that per haps the language 
in the report about “junking” was “ill-advised” and that he meant 
to say the launchers would not be used in actual flight (hearings, 
p. 292). Mr. Morgan said he could not recall making any statement 
about , junking’ > and that it was “not in my province to junk 40,000 
units” (hearings, p. 467). 

Mr. Powell said he was given to understand that the Navy had made 
a formal request to Century Industries to explain the failures, to which 
request the company had not yet responded because it was then recently 
made (hearings, p. 290). (The Navy took formal notice of the dis- 
puted launchers lots in December 1954, several weeks after the Powell- 
Morgan meeting, when Admiral Ekstrom responded to Century Indus- 
tries’ proposal of September 1954. ) 
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Mr. Powell also said he was not in a position to evaluate the material 
on disintegration conveyed by Mr. Morgan, that he was simply record- 
ing it for Air Force consideration. He said he recognized the infor- 
mation was derogatory, that “the Bureau of Aeronautics did not say 
that that definitely was true,” and that he put it in a confidential memo- 
randum lest it “put a blot on the name of Century Industries when it 
was not deserved” (hearings, pp. 290, 301). 

Mr. Morgan, for his part, said he did not consider the information 
derogatory, that he was only stating the facts about the company’s 
production, and that this added up to the impression he conveyed that 
Century Industries’ performance was poor. He denied suggesting or 
recommending that the information be put in a confidential memo- 
randum (hearings, pp. 466-469). 

Among other matters which Mr. Powell recorded in his confidential 
memorandum, and which Mr. Morgan could not recall discussing, were 
the possibility of Century Industries obtaining a patent on its Smiley 
launcher design and information on the performance record of the 
other two Navy contractors. 


NAVY “MEMORANDUM” ON MEETING 


In fact, Mr. Morgan had a remarkably poor memory about many 
subjects, even though he and Mr. Campbell said they composed a 
memorandum of the meeting, which the latter described as “a re- 
minder to each other what we told the Air Force” and “something to 
put in our files that an official visit had happened.” He produced a 
document which he identified as “a little memorandum of perhaps 
Mr. Morgan’s or mine to each other of what we said” (hearings, pp. 
457-459). This document, which was not in the official contract or 
correspondence files, consisted of 114 typed pages, of which the first 
page was numbered 8 and the second page cut off midway. Mr. 
Campbell insisted this memorandum was written up from notes fol- 
lowing the Powell visit, that it was not “cooked up” for the hearing 
(hearings, p. 459). 

Mr. Morgan testified that the memorandum was a “fair representa- 
tion” of what they conveyed to Mr. Powell (hearings, p. 465). Ac- 
tually the memorandum—or at least that portion which was exhibited 
to the subecommittee—contained little of what Mr. Powell recorded in 
his two reports. The Morgan-Campbell document contained 7 para- 
graphs purporting to describe Century Industries’ production prob- 
lems and the adverse results of the initial testing of samples. Noth- 
ing was said about the Navy acceptance of the large majority of these 
lots upon retest (there was a notation only that samples from two 
early lots were accepted upon retest). Mr. Morgan insisted, how- 
ever, that he gave Mr. Powell the whole story about the retest and 
acceptance of the launchers (hearings, P. 469). 

In a second appearance before the subcommittee, Admiral Murphy 


explained that Messrs. Morgan and Campbell had destroyed their 
penciled notes of their meeting with Mr. Powell, and that because 
they were “rattled” at the hearing they wrongly identified the trun- 
cated 114 page memorandum as a record of the meeting. The 1% 
page memorandum was said to be part of a draft of testimony pre- 
pared for Admiral Murphy in preparation for the hearing (hearings, 
p. 464). 
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DIFFICULTY IN GETTING ACCURATE INFORMATION 


The subcommittee has described this incident at some length be- 
cause it illustrates the difficulty confronting the subcommittee in get- 
ting accurate information, even though the witnesses were under oath. 
_ The Bureau of Aeronautics depends largely on Mr. Morgan for 
its rocket-launcher information and perforce so does the subcommit- 
tee. A good deal of this information Mr. Morgan carries around in 
his head. He is not given to writing trip reports, like the Air Force 
personnel, and he appears to maintain his own working files apart 
from the official Navy records. Mr. Morgan’s frequently asserted in- 
ability to recall added greatly to the burden of this investigation. 


LEE MORGAN’S ROLE 


As a GS-12 engineer on rocket launchers, Mr. Morgan was per- 
mitted by the Navy to make many decisions of a business as well as 
a technical nature. He sat on the Procurement Review Board, 
helped to select sources for both production and development con- 
tracts, visited company plants, engaged in frequent discussions and 
correspondence with contractors, had a decisive influence in allocat- 
ing Government and contractor responsibilities on disputed issues, 
and otherwise influenced many decisions affecting, for better or worse, 
the business fortunes of Navy contractors in this procurement area. 

The subcommittee digresses for a moment to note that Mr. Morgan 
found time withal to be a Government contractor himself. In part- 
nership with another Navy civilian employee he was the successful 
bidder on two contracts let by the General Services Administration 
for 5-year lease and management of Government-owned housing 
which comprised 42 apartments, including slum housing units located 
near the Capitol. For his personal business dealings, Mr. Morgan 
maintained at least eight bank accounts. He didn’t recall that he 
ever mentioned to his Navy superiors that he held these Government 
contracts (hearings, pp. 470-471, 516). 

The subcommittee does not\criticize Mr, Morgan for his energy and 
enterprise, but it questions the propriety ‘of his dual role for 5 or 6 
years as Government employee and Government contractor, and it 
does not believe that the Navy showed good judgment or good admin- 
istration in letting one individivel develop a kind of personal monopoly 
in supervision of a combined development and procurement program. 

The Powell-Morgan episode described above suggests also, as does 
other Air Force-Navy contacts on the rocket-launcher programs, that 
subordinate personnel exchange information in a haphazard and 
rather irresponsible way. If the information was worth anything, 
it should have been obtained before the contract to Century Industries 
was let, not after. Furthermore, the information should have been 
conveyed in a manner that insured its accuracy and objectivity and 
the endorsement of the proper authority in the Navy. No favor was 
done to the contractor by putting the derogatory information in a con- 
fidential memorandum. The word-of-mouth conveyance of its con- 
tents by Mr. Powell to Air Force field personnel was not calculated 
to maintain confidence. 
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UNWARRANTED CHARGE ON DIPPING PROCESS 


What these Air Force personnel gathered from Mr. Powell’s visit 
to Washington was that they had better watch Century Industries 
manufacturing process closely because the Bureau of Aeronautics had 
reported on the “Navy inspector’s problem in requiring the contractor 
to adequately ‘dip’ the Navy rocket launcher” (hearing, p. 639). This 
amounted to a charge that Century Industries had tried to “cut cor- 
ners” on the plasticizing of the launcher tubes, and though Mr. Powell 
had recorded something to this effect in his confidential memorandum, 
Mr. Morgan couldn’t recall making any such statement (hearings, pp. 
315, 539). 

Any charge of this nature was unwarranted in the light of (1) Cen- 
tury Industries, persistent efforts to research and identify the causes 
of launcher disintegrations on the Navy contract; (2) Navy ac- 
ceptance upon retest of most of the lots; and (3) the company’s pro- 
aon for a special study project on the coating of 11 experimental 
aunchers built at its own expense, to be conducted by the Navy, which 
the Navy rejected without even the courtesy of a formal reply. 

On the Air Force contract, Century Industries had some produc- 
tion problems, but distintegrations were not among them. To date it 
has been the only successful producer for the Air Porte 


X. Divercent Porictes on Proprietary RIGHTs 


While the Aero 6A production contracts with the Navy were still 
underway, Century Industries developed the design of a launcher 
which differed in certain technical and functional features from the 
Aero 6A and was regarded by the company as a distinct improvement. 
This newer model was dubbed “Smiley” because of characteristic 
markings in the form of a smiling face painted on the nose fairings. 
Having developed the Smiley on its own initiative and at company 
expense, Century Industries regarded it as a proprietary item. 


NAVY REJECTION OF SMILEY OFFER 


Early in 1954 the company tried to interest the Navy in the Smiley 
design, and by letter dated April 21, 1954, offered to produce 300 
Smiley launchers for Navy test and evaluation. The company did not 
receive a formal reply until September 11, 1954, when Rear Adm. 
Apollo Soucek, then Chief of the Bureau of Aeronautics, rejected the 
offer on the grounds that the Navy was not interested in proprietary 
items, and that an improved launcher already was being procured 
for test and evaluation, to which the Navy had reproduction rights 
(Hébert hearings, pp. 712-713). 

The Navy test model referred to by Admiral Soucek was the Aero 
X6C, then under contract to Century Engineers for development, 
among other things, of a universal suspension system. The Aero 6A 
could not be mounted on Air Force aircraft. 

A Navy officer said later that the Navy did not necessarily acknowl- 
edge Century Industries’ proprietary claim to the Smiley, that in fact 
the matter was never investigated (Hébert hearings, p. 711). The 
Century Industries proposal was rejected merely on the company’s 
representation that it was a proprietary item. 
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Interestingly enough, while basing their refusal to evaluate the 
Smiley on the proprietary issue, Lee Morgan and other Bureau of 
Aeronautics personnel insisted to the Air Force and before congres- 
sional committees that the Smiley was essentially the same item as 
the Aero 6A. Since the Government had purchased the reproduction 
rights to the Aero 6A, the Navy representatives saw no validity in 
the company’s claim to a proprietary interest in Smiley. 


AIR FORCE MODIFICATION OF NAVY DESIGN 


At the time Smiley was offered to the Navy, the Air Force was in- 
vestigating the possibilities of modifying the Aero 6A design to per- 
mit the use of such launchers on Air Force aircraft. Two contracts 
had been let by the Air Force to Century Engineers for production of 
test quantities with suitable design modifications. The Air Force ver- 
sion of the Aero 6A was designated the MA-1. 

In January 1954, before receiving deliveries on 400 test launchers 
ordered under the second of the 2 contracts with Century Engineers, 
the Air Force asked that company to quote prices on production 
quantities of MA-~1 launchers up to 353,600. The Air Force had put 
down as urgent the requirement for a rocket launcher of this type. 

Learning that Century Engineers had a temporary agreement with 
Century Industries whereby the latter would perform production con- 
tracts, the Air Force also solicited a request from Century Industries 
in February 1954 for price quotations on quantities of 50,000 and 
100,000. In soliciting this request, the Air Force buying agency was 
informed by the staff judge advocate that on the basis of rights ob- 
tained in Navy contracts for production of the Aero 6A, the Govern- 
ment had the right to use Century Engineers drawings for prscure- 
ment from other sources (hearings, p. 655). 

Century Engineers quoted unit prices on the MA-1 of approxi- 
mately $74. Century Industries quoted $54 to $58 (depending on 
quantities), but at the same time Century Industries offered an alter- 
nate proposal on its Smiley launcher at a unit price of $39.75 (sub- 
sequently reduced by negotiation to $36.62). 


AIR FORCE EVALUATION OF SMILEY LAUNCHER 


Before submitting this proposal, Century Industries had turned 
over to the Air Force some 80 to 100 Smiley launchers for test and 
evaluation at no cost or obligation to the Government. Tests con- 
ducted at the Air Force Armament Center, Eglin Air Force Base, in 
February 1954 led to the finding that the Smiley was “generally su- 
perior” to the MA-1 and particularly so with respect to ignition as- 
sembly, weight, ease of loading on aircraft, jettisoning mechanism, 
elimination of reinforcing band in fairings, safety during loading, and 
versatility of mounting. Several deficiencies were noted as subject 
to correction by minor design changes. 

In contrast to the MA-1, the Smiley was adaptable to mounting 
on various types of Air Force and Navy aircraft. Neither the Navy's 
Aero 6A nor the Air Force modification designated the MA-1 could 
be used interchangeably by the other’s aircraft or by allied aircraft. 
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The problem, as stated by an Air Force official, was this (Hébert 
hearings, p. 735) : 


Due to the fact that the: Navy had one type of launcher 
that wouldn’t fit on our aircraft, and we had in our modi- 
fication another type that wouldn’t fit on their airplanes, this 
became quite complicated worldwide, and the desire to stand- 
ardize an expendable ammunition item becomes quite im- 
portant during any large-scale engagement. 


This lack of standardization, which added to the complexities of 
NATO weaponry, spurred Air Force officials to approach the Navy 
in April 1954 with a proposal for joint service use of the Smiley. 


NAVY REJECTION OF AIR FORCE PROPOSAL 


Lee Morgan, who was contacted by these Air Force officials, said 
of their visit (Hébert hearings, p. 711) : 


They were in a “bit of a bind” as they put it. They had to 
get something into production in a hurry and were quite in- 
terested in Smiley. They wanted to know if we wouldn’t 
accept Smiley as a standard weapon. 


Mr. Morgan continued : 


We told the gentlemen that under the conditions of the 
offer, it was impossible for us to consider it. We only pro- 
cured equipment as a general policy matter in the Bureau of 
Aeronautics, which is susceptible to competitive bidding. 
Further, we had several developments in the mill at the time 
which we thought would fulfill all interservice requirements 
and some of which we thought would fulfill those require- 
ments in a superior manner than this Smiley. 


While Mr. Morgan insisted that the prime reason for rejecting the 
Air Force proposal was the proprietary issue (which the Navy never 
investigated), it is clear that the Navy was unwilling to forgo its own 
program and defer to the Air Force in developing a standard launcher. 
Without testing or evaluating Smiley, the Navy proceeded to let a 
development contract in June 1954 to Century Engineers for modi- 
fying the Aero 6A to allow universal suspension, designating this 
modification the Aero X6C. After this development was underway, 
the September 11 letter was drafted for Admiral Soucek’s signature 
advising Century Industries that Smiley could not be considered. 

In October 1954, the Navy contracted with Century Engineers to 
produce 225 Aero X6C’s for evaluation purposes. Ironically enough, 
these modified launchers were not evaluated in time to establish the 
basis for new procurement. In December 1954 the Navy awarded a 
contract to Radiant for 50,000 Aero 6A launchers, the last production 
contract let by the Navy for the 7-round launcher. 

The Aero 6C was followed by the Aero 6D, which remains an unused 
“shelf” design item with a universal suspension system much more 
complicated than that offered by the Smiley design. The Air Force, 
preferring the Smiley to its own modification of the Navy launcher, 
proceeded to negotiate with Century Industries for production of 100,- 
000 Smiley launchers, designated the MA-3. 
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ASSERTION OF PROPRIETARY RIGHTS 


In a bid proposal to the Air Force tendered July 19, 1954, by Century 
Industries, the company included the statement that the design draw- 
ings and engineering data “are the property of Century Industries 
Corp. and are eivdeed by patents pending” (hearings, p. 135). Follow- 
up correspondence by Century Industries, dated August 20, 1954, took 
exception to proposed patent and copyright clauses, including the state- 
ment that— 


the item covered in the proposed contract was developed by 
Century Industries Corp., paid for by Century Industries 
Corp., and is considered an off-the-shelf item by Century In- 
dustries Corp. (hearings, p. 136). 


The Air Force was faced with this situation: It had a procurement 
need for approximately 400,000 rocket launchers. Having decided 
that the Smiley was superior to other launcher designs then available, 
it proposed to procure 100,000 Smiley launchers from Century Indus- 
tries and to put the remainder on competitive procurement. To do so, 
the Air Force would have to obtain the right to reproduce that com- 
pany’s drawings. The proprietary claim was a stumbling block. 

Whereas the _ Navy preferred to avoid such issues by rejecting in ad- 
vance any item associated with a proprietary claim, the Air Force de- 
cided to move ahead, leaving the proprietary issue “hanging in the 
air.” After meeting with Mr. Babbi tt of Century Industries on Sep- 
tember 9 and 10, 1954, to discuss the patent clause provisions (PARO 
forms), the Air Force buyer, John C. Powell, wrote this report 
(hearings, p . 296) : 


Mr. Babbitt agreed to accept these forms, because he feels 
that the Government will obtain no rights to have other firms 
pasar this launcher without a license from CIC. Mr. Bab- 

itt and the buyer agreed to discuss the point no further, as 
any future dispute on this matter would be handled by the 
staff judge advocate general and CIC’s legal counsel. The 
buyer verbally notified Lt. G. N. Henderson, MCJPC, of this 
matter. Lieutenant Henderson stated that, under certain 
conditions, Mr. Babbitt’s claim may be valid; ‘however, under 


existing regulations, MCJPC cannot specify a more stringent 
PARO form. 


An Air Force contract for 100,000 type MA-3 rocket launchers was 
awarded to Century Industries in October 1954. 


AIR FORCE VIEWS ON PROPRIETARY ISSUE 


Subsequently, Mr. Powell explained to the Hébert subcommittee 
that this contract could not be let on advertised bid because the Air 
Force did not have Century Industries’ drawings, and to obtain such 
drawings for future advertised procurement, it was necessary to make 
a negotiated award to Century Industries. Mr. Powell stated that 
“Century Industries gave us the ra on the present contract for 
100,000” (Hébert hearings, p. 657). on further questioning, he 
acknowledged that the company had _ im on notice from the start 
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of negotiations that the Smiley was considered a proprietary item. 
Mr. Powell then said (Hébert hearings, p. 740) : 


Actually I have never challenged it to his face. The judge 
advocate has advised that if and when we decide to use the 
Century Industries drawings for procurement from other 
sources, the judge advocate will so notify Century Industries 
that they are aware of their claim but they do not recognize it. 


_Referring to the Century Industries contract in prepared testimony 
given to your subcommittee, Brig. Gen. W. T. Thurman, deputy 
director of procurement at AMC Headquarters, said: 


Under this contract the Air Force also we mt drawings 
and data which could be used as the basis for future com- 
petitive procurement (hearings, p. 188). 


General Thurman said he was not aware that a proprietary right had 
been asserted by Century Industries before the contract was ex- 
ecuted. Disclaiming knowledge as to the facts and circumstances 
attendant upon this aspect of the award, he said that the rights to 
reproduce had been procured, as affirmed by the staff judge advocate 
(hearings, p. 208). 

John W. Balch from the Wright Air Development Center recalled 
that in early discussions with Mr. Babbitt on the Smiley launcher, 
a proprietary right had been asserted. 


Having developed it himself and since he had intended to 
provide it [test models] to the Government free of cost, he 
would assume any proprietary rights would be recognized. 


Mr. Balch hastened to add that he was speaking only on the engineer- 
ing aspect and not on the procurement aspect of the matter (hearings, 
p. 208). 

Col. E. H. Wilson, chief of the Aeronautical Equipment Division 
at AMC Headquarters, observed that the patent issue could not be re- 
solved at the time of the contract award because no drawings were 
then available for examination by the Air Force (hearings, p. 295). 

Mr. Powell, standing upon the urgency of the procurement, ad- 
mitted that the proprietary issue was left up in the air. He indicated 
that the Air Force preferred not to take a definitive position at that 
time lest the contractor be persuaded in turn to press his claim (hear- 
ings, p. 295). 

POLICY ON NEGOTIATION 


According to General Thurman, it was not Air Force policy to 
reject a proprietary item in advance. While the Air Force preferred 
not to deal in such items, it would not hesitate to procure them if 
necessary to accomplish Air Force purposes. He cited the Armed 
Services Procurement Act as specifically recognizing the need for 
procurement of proprietary items and making it a permissible sub- 
ject for negotiations (hearings, pp. 209-210). 

When the question was raised as to whether these negotiations were 
to take place before or after a contract was executed, General Thur- 
man said “it would not be a very good regulation” to provide for 
negotiation after the award (hearings, p. 210). 








ROCKET LAUNCHER PROCUREMENT 51 


General Mitchell represented before the Hébert subcommittee that 


negotiation had taken place before the award. He said (Hébert hear- 
ings, p. 680) : 


* * * when Mr. Powell was negotiating this contract, he 
realized that there were certain features of the MA-3 which 


might be considered proprietary, and we negotiated for those 
rights in our contract. 


On the other hand, Colonel Wilson represented before your sub- 
committee that the postaward opinion of the staff judge advocate 
putting aside the company’s claim was an “interim document” which 
oe to open the docr completely for negotiation” (hearings, 
p. 298). 

In this case, the Air Force did not negotiate before the award 
to Century Industries, and after the award it acted unilaterally to 
ignore or reject the contractor’s claim. 


NAVY VIEW ON PATENTABILITY 


In November 1954, a month or so after the contract was signed, 
Air Force buyer Powell took it upon himself to investigate, among 
other things, the Navy’s views on the patentability of the Smiley. He 
said he wanted to gather information for use by the judge advocate in 
deciding whether the Air Force had reproducible rights to Century 
Industries’ drawings as a basis for future procurement (hearings, 
pp. 294, 296-297). 

After conferring with Lee Morgan and J. W. Campbell of the 
Bureau of Aeronautics in Washington, Mr. Powell recorded this item 
in a confidential memorandum of November 26, 1954 (hearings, p. 
315): 

Neither Mr. Morgan nor Mr. Campbell claimed to be very 
familiar with the Smiley launcher; however, both believed 
that from what they know of Smiley there were little or no 
grounds upon which a patent could be based. Mr. Morgan 
cited the fact that the Navy had obtained both background 
and foreground rights on the Aero 6A launcher from Century 
Engineers. BuAer had also bought the necessary equipment 
to adapt the Aero 6A to USAF mountings, thus minimizing 
the possibilities of a patent being based on that feature. 

Bu Aer was not interested in Smiley. 


On December 7, 1954, Mr. Powell asked the staff judge advocate 
for advice on the question of Government rights to Smiley in view of 
a pending procurement of a large number of additional launchers. 
In this request he conveyed some of the information he had gleaned 
from his Navy visit and named various Air Force personnel and Lee 
Morgan of the Navy as possibly being able to assist in formulating 
an answer (hearings, p. 622). 


STAFF JUDGE ADVOCATE’S OPINION 


After examining the Navy contracts on the Aero 6A and the draw- 
ings obtained by the Air Force on the modification of the Aero 6A 
designated the MA-1, and after discussing with technical personnel 
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the differences between the MA-1 and the MA-3 (Smiley), the staff 
judge advocate came to the conclusion that the Smiley was patentably 
not distinguishable from the Aero 6A and the MA-1, to which the 
Government already had reproduction rights. Under date of De- 
cember 28, 1954, the opinion was given to Mr. Powell that Century 
Industries drawings could be used freely in connection with new 
procurement (hearings, pp. 624-627). 

Early in February 1955, Century Industries sent Mr. Powell an 
advance set of drawings on the Smiley, representing them as a “loan” 
to be returned at the conclusion of the contract. In March these were 
followed by a set of reproducible drawings, required under the con- 
tract, with the understanding expressed that they too would be re- 
turned at the conclusion of the contract. The drawings were stamped 
“Not to be reproduced without permission of Century Industries 
Corp.” (hearings, pp. 140-141, 631). 


DISTRIBUTION OF DRAWINGS 


The first set of drawings was returned, but not the second. The 
contractor was advised that the Government did not understand the 
reproducible drawings were to be returned. The stamp was removed 
from the drawings, a military specification based on them was pre- 
pared, and the drawings were reproduced (minus the distinctive 
markings of the Smiley) and distributed to other companies in antici- 
pation of further procurement (hearings, pp. 631-632). 

In late April 1955 Mr. Powell notified Century Industries that 
under provision 43 (d) of the contract, the Government had the right 
to reproduce and distribute for governmental purposes the data de- 
livered under item 2 of the contract (as part of the supplies to be 
furnished), and that consequently the company stamp was in deroga- 
tion of the contract and would be removed. The intention of the Air 
Force “to reproduce and distribute the data for governmental pur- 
poses” was stated without any indication as to what were these “gov- 
ernmental purposes” (Hébert hearings, pp. 761-762). 


DISPUTED MEANING OF CONTRACT CLAUSE 


Century Industries replied by letter dated May 5, 1955, acknowl- 
edging the Government’s right to reproduce the data, but pointing 
to the proviso in clause 43 (d)— 


that nothing contained in this paragraph shall be deemed, 
directly or by implication, to grant any license under any 
patent now or hereafter issued or to grant any right to re- 
produce anything else called for by this contract (Hébert 
hearings, p. 761). 


The dispute centered on the meaning of this language, which is 
standard form (Paro 9-4) in Government contracts. The contractor 
contended, in effect, that while the Government could reproduce the 
drawings for its own purposes, whatever they might be, the proviso 
in the clause specifically banned the reproduction of any articles 
called for in the contract, and hence the distribution of the repro- 
duced drawings to other companies for purposes of producing the 
launcher came within this ban. 
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_ The Air Force, for its part, never yielded to this contention. It 
insisted that the Government had a plenary right, not affected by the 
proviso, to reproduce and distribute the drawings to potential bidders 
and to predicate new procurement upon these drawings (hearings, 
p. 256). 

PROTRACTED CONTROVERSY 


Gerritt W. Wesselink, associate general counsel, Air Force Head- 
quarters, said that a dispute between industry and Government over 
the meaning of this clause “has been running on for years.” As far 
as he was concerned, industry took one position, the Department of 
Defense another, and if any contractor was dissatisfied, he could argue 
it out in court. Mr. Wesselink observed that the language in question 
had its origin in industry proposals, “but nobody in the Air Force or 
anybody else is particularly sure what it does mean” (hearings, 
pp. 256-257). 

It seems to the subcommittee that there ought to be a better way 
for the Government to do business than refusing outright to con- 
sider proprietary items, as reflected in the Navy position, or in resist- 
ing the contractor’s claim after awarding a contract, as reflected in 
the Air Force position. Certainly there is no excuse for using stand- 
ard clauses in contracts year after year which are subject to com- 
pletely opposite interpretations and which give rise to unnecessary 
friction and controversy. 


COMPANY EFFORTS TO GET CLAIM RECOGNIZED 


Century Industries tried repeatedly, but unsuccessfully to get Air 
Force recognition of its claim. When a revised set of the drawings 
was submitted to the Air Force on July 1, 1955, the company at- 
tached a form asking the Air Force to sign an acknowledgment that 
these drawings were to be held in confidence as a proprietary article 
of the firm. This form was never acknowledged, signed, nor re- 
turned (hearings, p. 141). 

The contractor learned, in the course of hearings by the Hébert 
subcommittee, that the Air Force had circularized an open bidders’ 
list, utilizing Century Industries drawings, for procurement of 
150,000 MA-3 launchers.. Thereupon he wrote a letter to Roger 
Lewis, then Assistant Secretary of the Air Force (Materiel), under 
date of July 22, 1955, stating among other things that the MA-3 had 
been developed by Century Industries at a cost in excess of $175,000 
in company risk capital, and that the Air Force was acting without 
regard to the company’s rights and without even consulting it. The 
letter stated in part (hearings, p. 633) : 


We are writing this letter for the purpose of calling this 
situation to your attention, and for the purpose of safeguard- 
ing the legal rights of this company in its proprietary item. 
Century Industries Corp., at its own expense and risk, de- 
veloped the model 3 Smiley launcher now designated by the 
Air Force as the MA-3 rocket launcher, and Century Indus- 
tries Corp. owns all the rights thereto. 

In view of the conflict of opinions as to the ownership of the 
rights to this item, we respectfully request that you investi- 
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gate this matter as soon as possible in order to clarify the 
situation, and in order that this company’s rights may not 
be impaired. 


The Air Force remained adamant in its position and distributed 
the Century Industries’ drawings which were used as the basis of the 
Weatherhead-Polan contracts for the MA-3. 

At the end of December 1956, Century Industries was granted a 
patent on the Smiley (hearings, p. 142). While the Air Force earlier 
had based its legal position on the lack of a patentable distinction be- 
tween the Smiley and previous launcher designs, the same issue was 
not before the Patent Office. It acted on a patent application which 
distinguished the Smiley in certain general design and appearance 
features from other patented articles, involving no specific comparisons 
between the Smiley and other 7-round launchers. 

Without attempting to suggest what bearing the Smiley patent has 
on the owner’s claim, the subcommittee observes that when patented 
inventions are used or manufactured by or for the United States with- 
out license or lawful right, the remedy is an action against the Gov- 
ernment in the Court of Claims (28 U.S. C., sec. 1498). 


XI. Arr Force Contract Awarps TO WEATHERHEAD-POLAN 


Utilizing Century Industries’ drawings without recognizing the 
proprietary claim, the Air Force moved to procure 300,000 more MA-3 
launchers in fulfilling its procurement goal. Half the procurement 
was to be based on advertised bids, the remainder to be set aside for 
small business in accord with a joint determination of the Air Force 
and the Small Business Administration in July 1955. 

On July 18, 1955 the Air Force issued IFB No. 33-600-56-3 to 281 
bidders, including large and small-business concerns, for 149,829 type 
MA-3 rocket launchers. Bids were to be opened August 17, 1955, but 
the opening date was extended several times. Bids were opened 
September 15, 1955. 

The lowest bidder, Connecticut Telephone & Electric Corp., was 
confronted with possible disqualification, reportedly because it failed 
to acknowledge receipt of all bid amendments. The company made a 
strong plea for the award, but 2 weeks later requested withdrawal of 
its bid for reasons not disclosed. Three days after the request for 
withdrawal, the company’s bid was disqualified by the Air Force judge 
advocate on grounds of failure to acknowledge receipt of amendments. 

Air Force Contract No. 33(600)-31699 was awarded to Weatherhead 
Co. of Cleveland, Ohio, the next low bidder, on November 8, 1955. The 
unit price was $20.46, making a total contract price of $3,067,001.34. 


NEGATIVE REPORT ON PLANT SURVEY 


Before awarding the contract to Weatherhead, the Air Force con- 
ducted a plant survey, which is the customary practice. The Cleve- 
land Air Procurement District (APD) was directed by the Air Ma- 
teriel Command on October 10, 1955 to prepare a facility capability 
report (FCR). The FCR, submitted on Gctober 28, was negative 


on the questions of (1) the contractor’s ability to meet the 120-day 
delivery schedule for preproduction samples required under the con- 
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tract, and (2) the availability of contractor-furnished material and 
parts. 

Reviewing the FCR team findings, the Facilities Advisory Board at 
the Cleveland APD recommended that an award to Weatherhead at 
that time would not be in the best interests of the Air Force. The 
Mobile Air Materiel Area (AMA) which has administrative jurisdic- 
tion over the Cleveland APD, concurred in this recommendation 
(hearings, pp. 6, 23). 

REQUEST FOR WAIVER 


Ordinarily the negative FCR would have sufficed to disqualify 
Weatherhead from a contract award. However, AMC headquarters 
decided to take matters into its own hands. Before the Cleveland 
APD report was received at AMC, E. M. Gabel, the Air Force buyer 
on this procurement, had advance telephonic advice of its negative 
findings. He prepared a memorandum dated the same day as the FCR 
(October 28, 1955), requesting a waiver of the negative FCR and 
permission to make an award to Weatherhead. 

A call was made by Colonel Wilson of AMC to the Mobile AMA, 
apparently in an effort to have the negative findings reversed at that 
level. Colonel Graalman of the AMA first indicated that the “nega- 
tive could possibly be reversed,” but after study of the complete file 
on the case he decided to support the Cleveland APD position (hear- 
ings, p. 108). 

In Mr. Gabel’s view, as expressed in his memorandum, the rocket 
launcher was a relatively simple item, and 120 days was ample time for 
the contractor to submit preproduction samples. He noted that none 
of the 41 bidders on the procurement had raised any questions about 
the delivery time (hearings, p. 10). 

Colonel Wilson emphasized the last point in testimony before the 
subcommittee. He expressed the opinion that the Cleveland APD was 
“over cautious” in insisting on a 180-day delivery requirement (hear- 
ings, pp. 16-17). 

To buttress his argument for an award to Weatherhead, Mr. Gabel 
noted that if this bid were rejected and the award went to the next 
low bidder, the Air Force would have to pay out an extra $23,970; 
further that the portion of the procurement set aside for small business 
would cost that much more too, since it was unlikely that the negoti- 
ated small-business offer would be less than the price offered by the low 
bidder on the advertised portion. Neither Weatherhead nor the next 
low bidder had any prior experience in rocket-launcher production; 
consequently the problem of delivery time, Mr. Gabel said, would not 
be solved by rejecting Weatherhead’s bid. 


SPECIAL SURVEY TEAM 


Observing that Weatherhead still held to an original bid offer of 
delivery within 91 days, Mr. Gabel urged an immediate decision. He 
called attention to the fact that the bid acceptance date would expire 
on November 14, 1955. Upon receipt of the memorandum dictated 
by Mr. Gabel and signed by Colonel Wilson, and after discussion in 
in the office of General Mitchell, Deputy for Production at AMC 
Headquarters, a special team was dispatched to the Weatherhead 
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plant in Cleveland, ostensibly “to investigate the validity of the FCR 
data” and the company’s ability to deliver 20 preproduction samples 
within 120 days after receipt of the contract (hearings, p. 20). 

The special team, composed of A. A. Rush and E. S. Patch of AMC 
Headquarters, and Lt. R. A. Kirkpatrick of the Wright Air Develop- 
ment Center, conferred first with Cleveland APD representatives, and 
then visited the Weatherhead plant, accompanied by Maj. John T. 
McGowan, chief of the production office in the Cleveland APD. 

After a short conference with Weatherhead plant officials, the head- 
quarters team accepted the company’s assurances that materials could 
be procured and tested and other facilities provided in time to deliver 
the preproduction samples within the contract period of 120 days. 
Indeed the company convinced them that the deliveries could be made 
within 100 days (hearings, p. 20). 

The special team spent only a few hours at the Weatherhead plant. 
It made no attempt to resurvey the plant facilities by actual inspec- 
tion or to verify statements regarding availability of materials and 
testing facilities (hearings, p. 14). 


KEY QUESTIONS PRESENTED 


One of the key items, presenting a question of long lead time, was 
the paper tube for the launcher. During the conference, a Weather- 
head executive called the Cleveland Container Co. on the telephone 
and reported to the conferees that an initial quantity of tubes could 
be obtained within 3 weeks instead of the 8 to 10 weeks originally 
indicated. This verbal report was accepted as “verification” of the 
availability of the tubes (hearings, pp. 22, 108). 

Another question concerned the testing facilities. Originally the 
bidder represented that the required testing would be done by a com- 
mercial laboratory in Los Angeles. The test program was based on 
a 60-day period, including 10 days’ advance notice. Weatherhead offi- 
cials advised the headquarters team that they had extracted a prom- 
ise from the laboratory to reduve the test period to 3 weeks with a 
3-day notice; further, that to expedite matters all tests except for 
humidity would be conducted in Weatherhead’s own plant. The team 
accepted this statement as sufficient, notwithstanding the fact that 
Weatherhead then had no testing facilities of itsown. Later it devel- 
oped that Weatherhead did no testing in its own plant (hearings, 
p. 34). 

Accepting Weatherhead’s verbal assurances that the delivery date 
for eaantian samples could be met, the trip team recommended, 
according to Mr. Patch’s report, “that the negative FCR be revoked 
or altered to reflect the true situation” and that the contract be let 
to Weatherhead on the basis of the bidder’s ability to comply with the 
120-day delivery of preproduction samples (hearings, p. 21). 


SUGGESTED CHANGE IN SURVEY REPORT 


The trip team suggested to Maj. Gene Shoemaker, assistant chief 
of the Cleveland APD and chairman of the Facilities Advisory Board, 
that the negative FCR be reconsidered in the light of the team’s con- 
clusion and that affirmative answers be provided. 
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Although Major McGowan, of the Cleveland APD, who had parti- 
cipated in the conference at the Weatherhead plant, was persuaded to 
go along with the team conclusions, Major Shounthiine said that the 
FCR could not be changed without a resurvey of the bidders by APD 
personnel. He told the subcommitee that the verbal assurances re- 
ceived by the trip team did not constitute proper verification accord- 
ing to Air Force Procurement Instructions (hearings, p. 28). 


OVERRIDE OF NEGATIVE SURVEY REPORT 


In consequence, apparently, of Major Shoemaker’s refusal to change 
the negative FCR, the trip team took the position that a resurvey of 
the Weatherhead plant was unnecessary and would cause undue dela 
in the award of a contract. It recommended, according to Mr.’Rush’s 
report, that “requested override of the negative FCR be approved and 
the contract be awarded to the Weatherhead Co.” General Mitchell 
accepted this recommendation (hearings, pp. 16, 109). 

Major Shoemaker, who had not seen the Rush report before it was 
produced at the hearings, testified that in 8 years of military procure- 
ment experience, including 20 months on the Facilities Advisory 
Board, he had never encountered an override of a negative FCR 
(hearings, p. 30). 

The Air Force acknowledged that “it is not normal procedure to 
have AMC personnel overide local APD recommendations” (hearings, 
p. 109). The urgency in this case was dictated not by military neces- 
sity but by the simple desire to meet the bid deadline date and avoid 
the trouble of readvertising. Mr. Gabel, as the buyer, pitted his 
judgment against that of the field agencies responsible for making 
and reviewing the plant survey, and he persuaded his superiors to 
overrule the negative findings of the field group. 

The special survey team appointed by AMC headquarters acted 
in a hasty and superficial manner. It is difficult to escape the conclu- 
sion that it served only as window dressing for a decision already made 
at AMC Headquarters to proceed with the Weatherhead award. 


EFFECT ON BIDDING PROCEDURES 


Whether or not the AMC headquarters decision to override the nega- 
tive FCR on Weatherhead represented sound business judgment, it 
raises a serious question about the integrity of Air Force bidding and 
contracting procedures. Independent judgment and impartial find- 
ings by the eld survey agencies will not be encouraged by this kind 
of intervention by headquarters. 

Furthermore, if the procedures are not to become arbitrary, the 
judgment factors that apply at one point should apply at another. 
For example, the Air Force preferred to override the negative FCR 
rather than go to the next low bidder partly because of time and cost 
factors. Yet the Air Force did not hesitate to expend extra funds 
and to wait many months in an effort to help Weatherhead produce 
acceptable preproduction samples. By sticking with Weatherhead 
to the bitter end, the Air Force saved no money, saved no time, and 
received no production. 
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SMALL-BUSINESS SET-ASIDE 


Immediately following the award to Weatherhead, the Air Force 
turned its attention to the procurement of the 150,000 launchers re- 
served for small business. 

To be considered eligible for negotiation on this set-aside under pre- 

vailing policy, small- business bidders had to come within 120 percent 
of the : successful low bidder, Weatherhead, on the unreserved portion. 
The price as finally negotiated, furthermore, could not be more than 
that paid for the unreserved portion. However, the prospective small- 
business bidders were not specifically notified of these requirements. 

The subcommittee believes that the Air Force was remiss in not 
informing the bidders of these bid conditions. The Air Force later 

said that “by withholding notice of any price limitation it hoped to 
“receive even more favorable terms than on the advertised portion” 
(hearings, p. 109). 

SUBMISSION OF USELESS BIDS 


By the same token, most of the bidders unknowingly were put to 
the expense of submitting useless bids. Certainly ‘all bidders are 
entitled to know the terms on which bids will be considered. 

The Air Force contended that its regulations prohibiting payments 
for small-business procurements in excess of the advertised price were 
a matter of public knowledge, and that these regulations could be 
purchased by anyone from the Government Printing Office (hearings, 
p. 99). The fact remains that of the 16 small-business bidders who 
answered the request for proposal, 9 automatically were eliminated 
since their offers were at least 20 percent above Weatherhead’s low 
bid on the advertised portion. These small-business firms evidently 
were not acquainted with the complexities of procurement regulations. 
The Air Force did nothing to assist them, or to prevent their taking 
the time and trouble to submit useless bids. 


NO REAL ATTEMPT TO NEGOTIATE 


As for the seven small business bidders who were within the per- 
missible range for negotiation, the Air Force made no real attempt to 
negotiate with them but simply selected the firm with the lowest price 
offer. 

Apparently a tentative negotiation was tried with Eastern Rotocraft 
Corp. of Doylestown, Pa., because this firm was located in a disaster— 
flood—area. Under certain conditions as noted below, firms in dis- 
aster areas could be given preference, even at higher contract prices. 
Eastern Rotocraft had bid $21.852. Nothing resulted from this 
attempt. 

Testimony was given that Century Industries, the initial designer 
and producer of the MA-3 launcher, hav ing bid $25.46 per unit, was 
asked to send representatives to Dayton, Ohio, to meet with the Air 
Force contracting officer and buyer. Upon arrival from California, 
according to Mr. Babbitt, the company president, they were told: 


Sorry, we can’t discuss this procurement with you. We 
have received orders from higher up not to diseuss this set- 
aside procurement with you. “We are sor ry, but we can’t give 
you any further information (hearings, p. 124). 
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AWARD TO POLAN 


Polan Industries of Huntington, W. Va., was the low bidder of the 
two small-business firms that came within the price requirement set by 
Weatherhead’s low bid. An unsuccessful bidder on the unreserved 
portion at a unit price of $26.33, Polan now bid $20.45 (1 cent less 
than Weatherhead’s price). Further, Polan proposed a one-half of 
1 percent discount for payment in 10 days. The roferred cash dis- 
count shaved 10 cents off the unit price, making Polan’s bid 3 cents 
lower than that of P. & J. Engineering, Inc., which had bid $20.38. 

Air Force Contract No. 33(600)-31898 for 149,829 type MA-3 
rocket launchers was awarded to Polan on December 9, 1956. 

The subcommittee has encountered many cases in military procure- 
ment of low bids based upon a percentage discount for prompt pay- 
ment. The validity of this procedure depends upon the ability of the 
Government to ae payment without incurring extra administrative 
costs and within the time specified. 


PROBLEM OF 10-DAY DISCOUNT PAYMENTS 


The Air Force contends that payments can be made within 10 days. 
While this undoubtedly is true in many instances, it is not true in 
others, so that the low bid predicated upon a discount for prompt pay- 
ment may not always be the lowest bid in fact. 

Furthermore, if additional administrative costs are involved in 10- 
day payments, the low bid in such circumstances may not be the least 
costly to the Government. 

The subcommittee is inclined to the view that 10 days is too short a 
time for full assurance that advantage can be taken of the discount 
offer. In this case, P. & J. Engineering lost out by a margin of 3 cents 
per unit, because of Polan’s discount offer for 10-day payment. De- 
terminations of the low bid should be based on firmer ground than 
the Air Force’s anticipation that it can process vouchers for pay- 
ment within a 10-day period. 

So short a period also may serve to introduce an element of arbitrari- 
ness in deciding when a bid is low. The subcommittee knows of an 
Air Force procurement in which the bid invitation had spaces to quote 
discounts for prompt payment within either 10, 20, or 30 days. The 
lowest bidder, offering a discount for 10-day payment, was rejected 
on the grounds that the Air Force agency concerned could not make 
payments within 10 days under the delivery terms of this particular 
invitation. The rejected low bidder’s protest to the Comptroller Gen- 
eral was of no avail (Comp. Gen. Dec. B-127594). 

Other questionable practices also are to be noted in connection with 
the award to Polan. 

The request for proposal notified each bidder that “Unsolicited new 
or revised proposal submitted after the date established herein for the 
receipt of proposals will not be considered.” The proposals were to 
be submitted within 20 days after November 7, 1955, the date of the 
request. 

REVISION IN BID PRICE 


Polan reduced its unit price by 10 cents, which together with the dis- 
count offer, brought its unit price down to $20.25. The Polan letter 
30092 O—58——5 
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offering this reduction was dated December 7, 1955, 10 days after the 
bid proposal was due. Notwithstanding its own injunction as to the 
time limit (November 27) in the request for proposal, the Air Force 
accepted the Polan price reduction. 

Air Force witnesses later contended, as did Mr. Polan, that the De- 
cember 7 letter merely confirmed Polan’s earlier telephonic offer, al- 
though no witnesses could place the exact date of the oral communica- 
tion. The December 7 letter in the AMC files bore no mailing stamp 
or receipt date and apparently was written on the spot by Mr. Polan 
during a visit to AMC some time after the asserted telephonic offer 
(hearings, pp. 378-379). 

The question arises whether the Air Force was justified in accepting 
this reduction without offering the same opportunity to other bidders, 
who conceivably might then have offered lower unit prices than Polan. 

An examination of the cost and price analysis submitted by the bid- 
ders shows that P. & J. Engineering, bidding a few cents higher than 
Polan, figured a profit margin per unit almost three times as high as 
did Polan. Certainly this would have afforded leeway for negotiating 
a price lower than Polan’s. 

Under applicable procurement regulations, the Government is not 
estopped from taking advantage of late low proposals in negotiated 
procurement, providing no inequities are inflicted on other bidders. 
For this reason, the Armed Services Procurement Regulation (ASPR 
3-107.2) directs that if late proposals are to be considered, the con- 
tracting officer shall resolicit all firms which have submitted proposals 
and which have been determined to be capable of meeting require- 
ments. 

In this case, the Air Force justified its acceptance of the postbid 
price reduction on the ground that Polan was the low bidder in the 
first instance (hearings, p. 104). Since the request for proposal aa 
cifically banned unsolicitated new or revised proposals after the due 
date, equal treatment of all bidders would have dictated that they get 
the same opportunity as Polan to offer revisions. 


FAVORABLE REPORT ON POLAN FACILITIES 


The Polan bid had indicated that 22 percent of the work would be 
subcontracted. In awarding this $3 million contract to Polan, the 
Air Force assumed that the major production would be accomplished 
in the Polan plant. 

Special care was taken, in fact, to ascertain Polan’s ability to pro- 
duce. A preaward survey, which ordinarily would have been con- 
ducted by the suboffice in Columbus of the Dayton APD, was conducted 
by district office persorinel in conjunction with Columbus personnel. 
This action was attributed to “extenuating circumstances on this par- 
ticular type of procurement” (explained to be the interest of two con- 
gressional committees). Six Air Force and nine company representa- 
tives were present at the survey. The survey of the Polan facilities 
was said to be “favorable in all respects” (hearings, pp. 64-65). 

Although Polan acquired the tooling used by Radiant for produc- 
tion of the Aero 6A, in the belief that this equipment was suitable for 
the MA-3, no production line was established in the Polan plant. Ar- 
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rangements were made with Weatherhead to produce 145,000 of the 


150,000 units on contract to Polan. These arrangements are discussed 
in the following section. 


XII. Suscontrractine py Smatzt Bustness tro Big Bustness 


After the Air Force awards, together exceeding $6 million, were 
made to the Weatherhead and Polan companies, there ensued a series 
of transactions between them whereby Weatherhead acquired the 
major production responsibility on both contracts. 

The testimony before the subcommittee showed that there was con- 
siderable confusion both in the Air Force and the Small Business 
Administration as to the exact nature of these intercompany arrange- 
ments. Furthermore, it was revealed that neither the Department of 
Defense nor the SBA has any procedure designed to prevent sub- 
contracting of end-item production by small business to big business— 
a practice which is contrary to the spirit and intent of the Small 
Business Act. 


FACTORS IN POLAN AWARD 


The set-aside award to Polan in December 1955 was based in the 
first instance on the lowest price offer, but it also appeared to consider 
other factors. A memorandum prepared by Maj. A. L. Singer of the 
Aeronautical Equipment Division, AMC, listed the following con- 
siderations in addition to low price (hearings, p. 75) : 


(1) Huntington, W. Va., was a labor surplus area, and the 
request for proposal had indicated that consideration would 
be given to industries in labor surplus or labor distress areas 
if at least 60 percent of the contract would be performed 
in that area; (3) Polan had been designated by the indus- 
trial mobilization group as a planned source for this item; 
(3) that timesaving would be effected. 


The first point in the excerpt from Major Singer’s memorandum is 
considered in detail because of the controversy and confusion over 
subcontracting which arose after the Polan award. The subcommit- 
tee attempted to determine whether any limitations were imposed on 
the amount of subcontracting by Polan as a small-business firm in a 
labor surplus area to Weatherhead as a big-business firm outside the 
area. 

Actually, the request for proposal cited in Major Singer’s memoran- 
dum made no mention of fabas surplus areas. It stated that under 
Defense Mobilization Order VII-7 the Government reserved the right 
to give preference in negotiations to small-business firms which would 
perform not less than 60 percent of the dollar value of the resulting 
contract in a designated disaster area. 

Air Force officials testified that contracts in disaster areas could be 
awarded at a price higher than that paid for the nonreserved portion 
of the procurement, upon approval by higher authority (than the con- 
tracting officer). The Air Force did not avail itself of the right to 
award such a contract. 
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REGULATION FOR LABOR SURPLUS AREAS 


The Armed Services Procurement Regulation (ASPR 3-219) pro- 
vides that negotiated procurements also may be set aside for place- 
ment in labor surplus areas, as defined by the Secretary of Labor. 
In such cases, negotiation is to be conducted first with small-business 
concerns in the labor surplus areas. Because of appropriation act 
limitations, no price differentials are allowed for contracts in such 
areas. 

A further condition of such contract awards, as required by ASPR, 
is that the contracts “will be performed substantially in labor surplus 
areas.” The word “substantially” is left to departmental interpreta- 
tion. Air Force Procurement Instructions (AFPI 50-006) define this 
requirement to mean “that the prime contractor will perform at least 
60 percent of the dollar value of the contract” in areas which have 
substantial labor surpluses or substantial unemployment (groups E, 
F and G of Department of Labor classifications). 


CONFLICTING TESTIMONY ON LABOR SURPLUS FACTOR 


The Air Force testimony was conflicting as to just how much con- 
sideration was given to the labor surplus factor in the Polan award. 
Mr. Gabel, the Air Force buyer, stated to the subcommittee in May 
1956 that he gave no consideration in the Polan award as to whether 
Huntington, W. Va., was a surplus labor area (hearings, p. 74). 
Other Air Force witnesses were uncertain about that point. However, 
General Thurman, Deputy Director of Procurement at AMC Head- 
quarters, testified that Huntington as a labor surplus area “was one 
of the factors that entered into my approval of the award” (hearings, 
p. 75). 

In Hake testimony, General Thurman stated that since the Air Force 
procedures applicable to small-business set-asides were “separate and 
distinct” from those governing distressed labor areas, the joint de- 
termination between the Air Force and the Small Business Adminis- 
tration to make this set-aside procurement for small business “gave 
no consideration whatsoever to distressed labor areas” (hearings, 
p. 210). 

In other words, having awarded the Polan contract as a small-busi- 
ness set-aside rather than as a set-aside for a surplus labor area, the 
Air Force believed it could impose no limitations on the amount of 
subcontracting by Polan. 

Air Force witnesses pointed to the fact that their procurement in- 
structions with regard to subcontracting require, in the case of straight 
fixed-price contracts, approval only as to source. That is, if a con- 
tractor proposes to subcontract, the Air Force determines only that 
the subcontractor is not on the debarred bidders list. The option to 
subcontract, even to the extent of 100 percent, remains with the 
contractor. 

Despite this asserted lack of authority to control the amount of 
subcontracting, the administrative contracting officer on the Polan 
contract became concerned when he began to hear rumors that Polan 
intended to subcontract the bulk of the work to Weatherhead. 
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OBJECTION TO SUBCONTRACTING 


Frank T. Geyer, the administrative contracting officer, wrote Polan 
79-80) dated January 25, 1956, which stated in part (hearings, pp. 
79-80) : 

When this contract was awarded, one of the considerations 
involved in the award to your organization was that the un- 
employment problem in the Huntington area was critical. It 
was therefore to the best interests of that area to perform as 
many of the manufacturing operations as was practicable 
without subcontracting any large fabricating operation. 


Citing information that Polan contemplated subcontracting as 
much as 90 percent outside the Huntington area, Mr. Geyer asked to 
be promptly advised of Polan’s subcontracting plans “for the purpose 
of enabling this office to determine if the intent mentioned above is 
being overlooked.” He added: 


This matter is of extreme importance, and much em- 
barrassment will be caused the Seasttueuend Committee, 
Headquarters, AMC, if this contract is subcontracted in any 
appreciable quantity. 


On the very day (January 25, 1956) that Mr. Geyer drafted this let- 
ter in the Columbus, Ohio, suboffice of the Dayton APD, Major Singer 
from AMC Headquarters was visiting the Polan plant in Huntington, 
W. Va. There he learned about Polan’s intention to subcontract the 
launcher production to Weatherhead and to accept a subcontract from 
Weatherhead for the packaging. 

Apparently Major Singer agreed to ascertain the attitude of AMC 
Headquarters toward this contemplated division of work, and upon 
his return he discussed the matter with the aeronautical equipment 
division, the industrial resources division, the small-business officer, 
and the staff judge advocate. Reportedly no objection was made to 
the proposed arrangement, but the testimony indicates that the precise 
terms were not known to the Air Force parties concerned (hearings, 
pp. 83-84). 

TERMS OF SUBCONTRACT ARRANGEMENT 


A tentative arrangement for mutual subcontracting, whereby 
Weatherhead would produce the rocket launchers on both contracts 
and Polan would do the packaging on both contracts, was outlined in a 
Weatherhead letter to Polan dated January 26, 1956, and confirmed by 
later agreement dated February 22, 1956. Weatherhead agreed to 
manufacture for Polan 145,000 center section assemblies and to provide 
Polan with the preproduction samples which it had to supply the Air 
Force under its contract; Polan, in turn, was to package and mark 
the rocket launchers in Weatherhead’s Cleveland plant, providing the 
labor and materials but giving preference to laid-off Weatherhead 
workers (hearings, pp. 93-5). 

Also, it appeared from the testimony, Polan was to fabricate and 
assemble the fore and aft fairings (exclusive of the paper cone, which 
was to be supplied by another manufacturer) for the launchers on 
both contracts (hearings, p. 358). 
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For each center section assembly manufactured for Polan’s account, 
Polan was to pay Weatherhead $13.81, and to supply the necessary 
tubes, then estimated to cost about 81 cents. Thus, for the major com- 
ponent of the launcher, Polan undertook to pay $14.62 which repre- 
sented about 72 percent of the unit price of $20.25 which Polan was to 
receive from the Government. 

For packaging and marking Weatherhead’s 149,829 launchers, 
Polan was to receive $2.90 each. According to Mr. Polan’s testimony, 
another $3 per unit was to be paid by Weatherhead for the fairing 
assemblies supplied by Polan ( Scoaiie p. 361). 

This arrangement appeared to be mutually profitable in that 
Weatherhead would have a complete production run of the launchers 
on both contracts, while Polan could specialize on the packaging end— 
in which the firm was experienced. Mr. Polan testified that the ar- 
rangement with Weatherhead would have enabled him to make a 
larger profit than by the production of the launchers in his own plant. 
By manufacturing the packaging materials, which were to be sup- 
plied under the arrangement, more direct labor would be employed, 
“and therefore we could apply a greater amount of our indirect hee: 
den and general and administrative cost on the basis of that increased 
direct labor” (hearings, p. 360). 

Without the subcontracting, Mr. Polan testified, he would have em- 
ployed 30 persons on the contract in the Huntington plant, by the ar- 
rangement with Weatherhead, he would have been able to employ 40 
or 42 persons (hearings, p. 372). 

Since no production resulted from the Weatherhead-Polan con- 
tracts, it is impossible to tell whether the stated benefits of subcon- 
tracting would have materialized, or whether the original terms of the 
agreement would have been maintained. The contract files indicate 
there were later proposals to modify these terms (hearings, p. 614). 


SOURCE APPROVAL ON SUBCONTRACTING 


One of the terms of the Weatherhead-Polan letter agreement of 
February 26, 1956 was that copies were to be deposited by Polan with 
AMC and that Polan should obtain “source approval” for Weather- 
head as a subcontractor on the center section assemblies. Source ap- 
proval (in the sense of determining that Weatherhead was not on the 
debarred bidders list) was obtained by Polan from Mr. Geyer on Feb- 
ruary 24, 1956. Mr. Geyer testified later that this approval was 
granted without realization that Polan “was going to subcontract to 
Weatherhead in the amounts subsequently contemplated.” It was as- 
sumed that only “a small amount” would be involved in the subcon- 
tract (hearings, p. 83). 

There is conflicting testimony on whether copies of the Weather- 
head-Polan agreement were submitted by Polan to the Air Force. 
Mr. Polan insisted to the subcommittee that there was no attempt to 
conceal the arrangement, and that it had been presented to Major 
Singer and Mr. Gabel; further that Major Singer had advised him 
informally that the Air Force and Small Business Administration 
activities concerned had approved the arrangement (hearings, p. 358). 
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SUBCONTRACTING AGREEMENT REVEALED AT HEARING 


Mr. Gabel disavowed any knowledge of the agreement before it was 
produced in the hearing room on May 2, 1956. He said that in dis- 
cussion with Mr. Polan, the latter “never indicated to me he was going 
to subcontract a great portion” (hearings, p. 84). General Thurman 
likewise testified he was not previously aware of the existence of the 
agreement, although later he said that the Weatherhead-Polan ven- 
ture was always represented to him as a “joint enterprise” (hearings, 
pp. 96, 214). 

Major Shoemaker of the Cleveland APD, administering the 
Weatherhead contract, said he knew of no written agreement between 
Weatherhead and Polan prior to the subcommittee’s inquiry. As a 
result of that inquiry he had obtained a copy from Weatherhead and 
presented it to the subcommittee (hearings, p. 93). 

Mr. Geyer of the Dayton APD, administering the Polan contract, 
said the first formal indication he received that Polan intended to 
make Weatherhead a subcontractor was in a letter from Polan dated 
April 4, 1956, which requested the Air Force to inspect and accept 
Polan launchers at the “plant or plants of our subcontractor at 
Weatherhead Co., Cleveland, Ohio” hare , p. 80). 

Upon receipt of the April 4 letter, Mr. Gira wrote to Polan the 
next day, again asking Polan to state the contemplated dollar value 
of the subcontract and the specific work to be performed by the sub- 
contractor. The letter indicated that notwithstanding the approval 
of Weatherhead as a subcontracting source, Air Force approval of 
the specific subcontracting arrangement was yet to be determined 
(hearings, p. 81). 


VARYING ESTIMATES OF SUBCONTRACTING 


Polan replied by letter dated April 18, 1956, giving the dollar value 
of the subcontract as approximately 60 percent, and stating that the 
subcontracted item was to be the center section assembly, with Polan 
supplying certain parts, such as the fairing assemblies, for the 
launchers on both contracts (hearings, p. 82). 

Mr. Geyer stated to the subcommittee on May 2, 1956, that in his 
considered opinion the Polan subcontracting would amount to 80 
percent, even though Polan had cited 60 percent. Other sources, 
according to Mr. Gover, had mentioned variously 81, 85, and 90 
percent ( earings, p. 81). 

Despite Mr. Geyer’s concern over the amount of subcontracting 
and his effort to determine whether Air Force approval should be 
given, the official Air Force position at the May 1956 hearing was 
that no authority existed to prevent such subcontracting. The Air 
Force went even further, stating that it was not in the interest of 
the Government or small business to prevent subcontracting to a big 
business firm. Because of the subcommittee’s concern, however, Gen- 
eral Thurman agreed to reexamine the subject (hearings, pp. 110, 
113). 

' FURTHER INQUIRY ON SMALL BUSINESS POLICY 


By letter dated May 14, 1956, Colonel Wilson requested the Small 
Business Administration representative stationed at Wright Patter- 
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son Air Force Base to submit a policy statement on the Weatherhead- 
Polan subcontracting arrangement. Colonel Wilson’s letter stated in 
part (hearings, p. 181) : 


_ At the time Polan Industries submitted their bid, they 
indicated that approximately 22 percent of the dollar value 
of the contract would be subcontracted. The Columbus Air 
Procurement District has informed this headquarters that 
Polan Industries proposed to subcontract from 70 percent to 
80 percent to the Weatherhead Co., retaining only a small 
percentage for their Huntington plant. 

In view of the above, it is requested that this headquarters 
be advised if such an arrangement is contrary to policies or 
concepts of the Small Business Administration. 


A reply of the same date by R. C. Owens, representative in charge, 


ime usiness Administration, stated in part (hearings, pp. 181- 
182) : 


The Office of Procurement and Technical Assistance, Small 
Business Administration, Washington, D. C., has directed 
me to advise you that the proposed subcontracting of 70 to 
80 percent by Polan Industries to the Weatherhead Co. is not 
contrary to policies or concepts of the Small Business 
Administration. 

In accordance with all existing agreements with the De- 
partment of Defense, and all existing laws, subcontracting as 
proposed by Polan Industries is not precluded, and until 
such time as there is an agreement between the Small Busi- 
ness Administration and the Department of Defense, this 
Administration cannot establish a policy contrary to such 
existing laws and agreements. 


This interchange of correspondence was not made known to the 
subcommittee until the latter part of October 1956. In the mean- 
time Subcommittee Chairman Holifield conferred with Mr. Donald 
A. Hipkins, Deputy Administrator of the Small Business Adminis- 
tration, and by confirming letter dated July 30, 1956, requested him 
to look into this particular procurement (hearings, p. 175). 


SBA REPLY TO CHAIRMAN 


Small Business Administrator Wendell B. Barnes replied by letter 
dated October 8, 1956, stating that he found only about 18.5 percent 
of the $3 million contract to Peles was being performed in its Hunt- 
ington, W. Va., plant; that the remainder had been subcontracted to 
Weatherhead at Cleveland, a big business concern. The letter also 
stated (hearings, p. 177) : 


Needless to say, I am in full accord with your conclusion 
that such action on the part of a small concern completely 
defeats the purpose of the Small Business Act. Fortunately, 
such situations do not occur with any frequency. However, 
in the instant case I am powerless to take any remedial ac- 
tion. In the original preaward survey of this company by 
the Air Force, it was indicated that abiat 22 percent of the 


contract was to be subcontracted. Subsequently, and with- 
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out the knowledge of this office, the Air Force approved 
Polan’s request to subcontract another 60 percent of their 
contract. 

At this date the only action which I can take is one look- 
ing toward the prevention of a recurrence of this situation. 
I am enclosing a copy of a letter which I have addressed 
to the Secretary of the Air Force on this subject. 


Mr. Barnes advised the subcommittee further that he had ap- 
proved a direct loan of $250,000 to Polan to finance the contract— 


mainly for the reason that Polan is located in a “distress 
labor area” and that performance by them of a major ad 
tion of this $3 million contract in their plant would keep 
about 150 employees occupied for many months to come. 


Apparently Polan’s need for this loan was not known to the Air 
Force officials who made a favorable report on Polan’s financial ability 
to perform the contract. No mention of an SBA loan was made in the 
survey report (hearings, p. 406). 

About $97,000 had ee disbursed on the Polan loan. Mr. Barnes 
advised that further disbursements had been stopped after his investi- 
gation “verified the fact that an additional 60 percent had been sub- 
contracted” (hearings, p. 177). 


CONTRARY POSITIONS OF SBA 


The Small Business Administrator’s opinion that the subcontract- 
ing arrangement was completely contrary to congressional small-busi- 
ness policy was called to the attention of the AMC commander, Gen. 
E. W. Rawlings, by Subcommittee Chairman Holifield. General Raw- 
lings replied that the Administrator’s opinion “came as a surprise to 
us” and cited the contrary opinion expressed by the SBA field repre- 
sentative based on advice from the SBA Washington office (hearings, 

. 180). 
- When the SBA was asked to explain its contrary positions on the 
Polan matter, a spokesman explained that after loan disbursements 
were stopped, a field investigation showed that the action was based 
on “slightly erroneous” information. The SBA now decided that 
the Polan subcontract to Weatherhead was compensated by the 
Weatherhead subcontract to Polan— 


so the net result was that Polan wound up with more of the 
contract than they would have gotten in the first place, or 
approximately $2 million of the $3 million contract. 


Loan disbursements were resumed until the contract was terminated 
for failure to perform. The SBA reported that $28,266.32 had been 
disbursed and the remaining indebtedness merged with a subsequent 
loan to Polan (hearings, p. 338). 

The SBA witness, Theodore Haugh, stated to the subcommittee that 
his agency has no method of telling a small-business firm which has 
received a set-aside contract how much subcontracting it may do. 
This position was based on the SBA’s interpretation of the Comp- 
troller General’s decision of May 12, 1955 (34 Comp. Gen. 595), which 
held that nothing in the Walsh-Healey Act or the Armed Services 
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Procurement Act prohibited the award of a contract to a company 
which contemplated subcontracting (hearings, p. 338). 


PROPOSED SBA-AIR FORCE MEETING 


At the same time, SBA recognized, according to Mr. Haugh— 


that where we have a situation that a small firm gets a set- 
aside and then promptly subcontracts the major portion of it 
to another firm or a big firm, we in effect have repealed the 
set-aside features of the Small Business Act. 


For that reason, Administrator Barnes had written to the Secretary 
of the Air Force, expressing his concern and asking for a meeting of 
pa from the two agencies to resolve the matter (hearings, p. 
339). 

Air Force Counsel Wesselink testified that he and Kenneth Weddell 
were designated by Air Force Secretary Quarles to discuss this matter 
with the SBA, and that Mr. Weddell had called up the SBA several 
times without being able to get a meeting. Mr. Wesselink concluded 
that the SBA was not disposed to meet with the Air Force designees 
(hearings, pp. 218-219). 

Mr. Haugh of SBA, who served as liaison with the Department of 
Defense, took issue with Mr. Wesselink’s testimony to the extent of 
saying that he had discussed the matter at least four times with Mr. 
Weddell. However, Administrator Barnes had designated his deputy 
administrator, Mr. Hipkins, as the SBA conferee, and Mr. ah 
said a Mr. Weddell had not contacted Mr. Hipkins (hearings, 
p. 339). 

REFERRAL OF PROBLEM TO GSA 


Considering that the subcontracting problem was a general one 
which confronted all Government procurement agencies, the SBA 
decided not to pursue the matter further with the Air Force but to 
refer it toa sek force which had been set up by the General Services 
Administration to review procurement policy and practices. The 
SBA hoped that the General Services Administration group “will 
come out with a regulation or recommendation which will be the 
solution” (hearings, p. 341). 

The General Services Administration has had the matter now for 
more than a year without making a recommendation. 

The Air Force and the SBA both contended that instances of small- 
business subcontracting to big business were infrequent, and they 
dwelt upon the difficult nature of the problems involved. The Air 
Force professed concern that a limitation on subcontracting by a small- 
business firm might discriminate against jobbers, distributors, fabri- 
cators, assemblers, and others who depended upon big business for 
materials and parts, which might constitute a large percentage of the 
contract dollar value (hearings, p. 110). 

The SBA noted that military contracts frequently are amended, 
that a firm cannot always know what it will have to produce ultimate- 
ly, and that there could be legitimate occasions for a small firm to sub- 
contract more than originally contemplated (hearings, p. 339). 
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NO WARRANT FOR ADMINISTRATIVE HELPLESSNESS 


The subcommittee does not suggest that arbitrary and inflexible 
limitations be imposed upon subcontracting by small business firms. 
At the same time the subcommittee sees no warrant for a position of ad- 
ministrative helplessness against practices which could defeat the con- 
gressional purposes in enacting small-business legislation. 

Close analysis of the Air Force and SBA contentions in this case 
shows inconsistencies both within and between the two agencies, lack 
of cooperation, and “buck passing” of the problem by SBA to another 
agency not a involved in the procurement. 

Administrator Barnes in his letter to Chairman Holifield and Sec- 
retary Quarles, and the SBA representative in his letter to Colonel 
Wilson, both implied that subcontracting limitations could be imposed 
on small-business contractors by agreement between the SBA and the 
Air Force. Such agreement has not come forth. 

The SBA took the anomalous position that major subcontracting by 
smal] business to big business “completely defeats the purpose of the 
Small Business Act” but that SBA was powerless to prevent it. If this 
were true, the very least that the SBA should have done was rec- 
ommend remedial legislation to the Congress. 

The subcommittee does not accept the SBA’s contention that it 
lacks authority. Section 205 (b) (6) of the Small Business Act of 
1953, as amended, authorizes the Administrator to “make such rules 
and regulations as he deems necessary” in administering the act. 

One of these regulations, effective Yesihary 1, 1957, requires that a 
nonmanufacturing firm (dealer, distributor, etc.) bidding on Govern- 
ment procurements reserved for small business, must furnish the 
product of a small manufacturer or producer in the performance of a 
contract. This requirement, obviously, is designed to prevent a small 
firm from using the privileges of the Small Business Act in behalf of 
a big firm. Why, then, is the SBA estopped from making a regula- 
tion on subcontracting when that device is utilized for a similar 
purpose ? 

COMPTROLLER GENERAL’S RULINGS 


The Comptroller General’s opinion in Thirty-fourth Comptroller 
General Decisions, page 595, on which the SBA rests its case for lack 
of authority, is not specifically directed to subcontracting by small 
business to big business, and in any event is attended by certain quali- 
fications in a particular case. The subcommittee has considered this 
opinion in another context (85th Cong., 1st sess., H. Rept. No. 1168, 
p. 53). 

To allay any doubt on the matter, Subcommittee Chairman Holli- 
field requested the Comptroller General to respond specifically to the 
aan whether the decision reported in Thirty-fourth Comptroller 

teneral Decisions, page 595, would preclude the promulgation of ad- 
ministrative regulations to limit subcontracting by a small business 
firm to a big business firm. The Comptroller General replied under 
date of April 14, 1958, stating in part (Comp. Gen. Dec. B-135614) : 


We can find no language either in the Armed Forces Pro- 
curement Act, as codified in title 10, United States Code, or 
in the Small Business Act which reasonably could be re- 
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oan as effectively precluding the promulgation of a regu- 
ation such as referred to in your letter. In fact, the issuance 
of such a limiting regulation would seem to be in furtherance 
of both the spirit and intent of the statutes affecting small- 
business participation in Government contracting. Such 
authority is exemplified by regulations contained in ASPR- 
1-706.5 (c), 1-706.6 (c), 1-707, 7-104.14, and title 13, Code 
of Federal Regulations, section 103.8 (b) (3), which provide 
generally for subcontracting to small business under set- 
aside procurements and contracts over $5,000. 


The whole text of the Comptroller General’s opinion is printed as 
an appendix to this report. 


LACK OF DEFENSE POLICY ON SUBCONTRACTING 


The subcommittee was advised that neither the Department of De- 
fense nor the Air Force has a policy on subcontracting by small busi- 
ness to large business, although the question has been considered from 
time to time (hearings, p. 110). 

Since the set-aside procurements for small business have a statutory 
basis in the Small Business Act, the subcommittee cannot understand 
why the Air Force allows unlimited subcontracting by small business 
while it limits subcontracting under an administrative policy of set- 
aside procurements for distressed labor areas. Surely, the authority 
derived from the statute is not less than that derived from an admin- 
istrative policy several steps removed from the law. 

Air Force Procurement Instructions, based on the Armed Services 
Procurement Regulations, elaborate the conditions under which sub- 
contracting approval is required. The subcommittee sees no legal bar 
to including in these conditions the requirement that procurements re- 
served for small business should be performed substantially by the 
small-business manufacturer in his own plant. If any subcontracting 
is to be encouraged, the Small Business Act plainly intended that the 
subcontracting be by big business to small business, not the reverse. 

The subcommittee is wholly unimpressed with the argument that in- 
stances of small-business subcontracting to big business are infrequent. 
For one thing, precise data on its occurrence are lacking. More im- 

ortant, administrative disregard of the practice invites collusive pre- 

id arrangements between small and large firms for contract per- 
formance which may be personally profitable to the small-business 
contractor but which may deprive his community (also sometimes his 
Government) of the production and employment benefits contem- 
plated by the Small Business Act. 

In the case under review, Polan contended that the mutual sub- 
contracting with Weatherhead would bring more direct labor to bear 
in the Polan plant. This contention cannot be proved, since no pro- 
duction resulted from either contract. Interestingly enough, as we 
have seen, the SBA loan of $250,000 to Polan was based on Adminis- 
trator Barnes’ belief that the contract “would keep about 150 em- 
ployees occupied for many months to come” in the Polan plant. Mr. 
E. G. Polan told the subcommittee that only 30 or 40 employees 
would have been required on the contract. 
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DISSIPATION OF SECOND SOURCE 


Apart from the employment aspect, the Air Force deprived itself 
of a second production source and enhanced the risks of failure in pro- 
duction by permitting the rocket launchers on the Polan contract to 
be produced by subcontract in the Weatherhead plant. Department 
of Defense Direction 4100.9, issued November 14, 1955, states that 
one of the benefits to the national defense in awarding contracts to 
small business is the securing of additional sources of supply. Under 
the subcontracting arrangements, the failure of Weatherhead to pro- 
duce became simultaneously the failure of Polan to produce, and the 
Air Force obtained no launchers from either source. 

The dissipation of the second source through the subcontracting 
device was even more reprehensible in view of the fact that Polan 
had been selected as a “planned producer” for this item under mobili- 
zation policy. General Thurman did not attach much importance to 
this aspect (hearings, p. 91). 


XIII, Farture or WEATHERHEAD-PoLaAN ConTRACcTS 


The Weatherhead-Polan contracts each called for submission of 10 
untested and 10 tested preproduction samples, accompanied by a test 
report, within 120 days from date of contract. The Weatherhead 
samples were due March 7, 1956, the Polan samples on April 21, 1956. 
Under the subcontract arrangements, Weatherhead had the burden 
of submitting preproduction samples for both companies. 

Weatherhead, for itself, submitted 10 untested and 10 partially 
tested samples, which were received by the Air Force Armament Cen- 
ter at Eglin Air Force Base on March 8, 1956. The contractor knew 
that the partially tested samples had failed in the laboratory testing 
of humidity, temperature, and vibration. In Polan’s behalf, 10 un- 
tested samples only were delivered to the armament center on April 
21, 1956. Thus neither company had complied with the contract re- 
quirements for delivery of preproduction samples. 

Rather than terminate the contracts for failure to perform, AMC 
decided that Weatherhead should be permitted to work further with 
the launchers, and the Air Force should test additional samples. 

Successive batches of samples were submitted by Weatherhead for 
both companies, none of which proved satisfactory. 


AIR FORCE OPTIMISM 


Notwithstanding repeated failures, the Air Force was optimistic 
about ultimate success. In May 1956, several months after the con- 
tract dates for delivery of preproduction samples, Weatherhead ad- 
vised the Air Force, according to General Thurman, “that they have 
this problem licked.” In General Thurman’s opinion, the Air Force 
was no in waiting a bit longer. He observed (hearings, pp. 
56-57) : 


There comes a time, however, when we have got to fish or 
cut bait. We simply feel in this case that the evidence of the 
intent of the contractor and the evidence of the possibility 
of his success in a reasonable time is so good, we want to wait 
a while before we fish or cut bait. 
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An Air Force ie report, based on a visit to the Weatherhead 
plant a few weeks after General Thurman’s testimony, included this 
statement (hearings, p. 615) : 


After a survey of the Weatherhead Co. facilities and prog- 
ress to date, it is fully believed that the Weatherhead Co. 
will qualify their preproduction sample and will be able to 
pare launchers in sufficient quantity to meet their delivery 
schedule. 


In a meeting of August 3, 1956, with the subcommittee chairman 
and staff, General Thurman again voiced optimism that the con- 
tractor’s problems would be solved, and that the Air Force would 
obtain a successful rocket launcher. He indicated, however, that if 
the Weatherhead samples failed to pass the environmental and firing 
tests by late September, he would consider terminating the contracts 
(hearings, p. 176). 

Early in September 1956, the contracting officer notified both 
Weatherhead and Polan that if preproduction samples then under- 
going tests at Eglin Air Force Base did not meet the contract re- 
quirements, he would recommend to the appropriate officials at head- 
Ss that consideration be given to terminating the contracts for 

efault (hearings, pp. 604-605). 

As late as October 11, 1956, General Thurman indicated to the 
subcommittee chairman and staff that with a few revisions in speci- 
fications, then being considered by the Air Force, the Weatherhead 
launchers would qualify as preproduction samples (hearings, p. 179). 


DECISION TO TERMINATE 


On November 14, 1956, General Thurman received a message from 
the armament center “indicating that the launcher design which was 
being presented by Weatherhead and Polan could not be recommended 
for Air Force use.” The matter was discussed at AMC and the de- 
cision reached to (1) terminate the Weatherhead-Polan contracts; (2) 
initiate negotiations with Century Industries, the previous successful 
producer, for one-half the launcher requirements; and (3) reexamine 
the balance of the Air Force requirements both in quantitative and 
qualitative terms (hearings, p. 239). 

That same day Messrs. Weatherhead and Polan informed General 
Thurman by telephone that they had— 


come to the conclusion you should cancel our entire contract 
at the convenience of the Government, with no cost to the 
Government and no liability to us. 


This course was adopted, and the Weatherhead-Polan contracts were 
terminated about November 19, 1956, approximately a year after they 
were signed and 7 or 8 months after the preproduction samples were to 


be delivered. 


CONFLICTING TESTIMONY ON TERMINATION 


The testimony is conflicting as to whether the contractors or the Air 
Force took the initiative in bringing about the termination of the con- 
tracts. 
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Colonel Wilson testified that the Air Force asked Weatherhead to 
terminate the contract, and that the contractor never suggested to the 
Air Force he had enough of it (hearings, p. 349). 

The transcript of the telephone conversation between Mr. Weather- 
head and General Thurman, and the subsequent Air Force dispatches 
to the two contractors, do not square with Colonel Wilson’s testimony. 
They indicate plainly that the contractors were ready to bow out 
(hearings, pp. 605-610). 

Mr. Weatherhead started the November 14 conversation by referring 
to the disturbed world situation (this was the time of the Suez crisis) 
and the need for a defense buildup as the basis for canceling the con- 
tract. This interchange followed (hearings, p. 605) : 


General Tuurman. You feel then that under those cireum- 
stances you mentioned that it is not the part of good policy to 
attempt further work on this launcher? 

Mr. WEATHERHEAD. Not with any knowledge we have at 
thistime. If we come up with anything we will be glad to dis- 
cuss it with you but you have to have deliveries right now. 


Mr. Polan, who concurred in Mr. Weatherhead’s proposal for a no- 
cost convenience termination, later stated to the subcommittee that the 
termination was not of his seeking (hearings, p. 362). He attributed 
the November 14 telephone call by the contractors to a request from 
General Thurman that the contractors advise him by 4 o'clock that 
afternoon “whether we would accept a termination for the convenience 
of the Government at no cost to the Government, or whether we would 
go ahead and attempt to upset their default action” (hearings, p. 380). 

According to Mr. Polan, the urgency of the Air Force need for the 
launchers was repeatedly stressed by Gananel Thurman, who advised 
the contractors that an immediate reprocurement of this item was to be 
made and that Polan would be a recommended source, thus enabling 
him to get rid of inventory items accumulated on the existing contract. 
Mr. Polan added (hearings, p. 380) : 


* * * but we under no condition would have accepted a no- 
cost convenience termination under the basis that I indicated 
to General Thurman, had it not been for the urgent require- 
ment that the Air Force had for these additional launchers. 


Harvey C. Sims, representing the Cleveland Container Co., put a 
different interpretation on the matter. He testified that Weatherhead 
bid the launcher contract in expectation of using a 14-cent paper tube 
supplied by Cleveland Container and coating it with an ethy]l-cellulose 
plastic. When this tube failed, after testing, to meet specifications, 
Weatherhead considered using a phenolic-impregnated tube costing 
about $1. Said Mr. Sims (hearings, p. 329) : 


The original contract with Weatherhead had nothing to 
do with our phenolic-impregnated tubes. It was only after 
the inability of Weatherhead to perform on the contract that 
they started looking around for some other means to solve 
their difficulty, and the product we offered would cost them 
a half million dollars more, and therefore they could not 
afford to do that, so they terminated the contract. Basically 
that is the story. 
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TERMINATION ALTERNATIVES 


These alternatives confronted the Air Force in terminating the con- 
tracts: (1) default the contracts and charge the contractors with the 
extra costs of procurement from another source; (2) terminate the 
contracts for the Government’s convenience and reimburse the con- 
tractors for the costs of work performed; (3) terminate the con- 
tracts for the Government’s convenience at no cost to the Govern- 
ment, in which case the contractors would absorb the costs of work 
performed. 

By agreement with the contractors, the Air Force chose the third 
alternative. In a formal statement to the subcommittee in February 


1957, General Thurman explained this course of action (hearings, 
pp. 188-189) : 


There are several reasons why the Air Force terminated 
the MA-3 contracts for convenience, at no cost to the Gov- 
ernment, rather than for default. 

First, a serious legal question existed as to whether ter- 
mination for default, if issued, could be sustained on appeal 
in view of the substantial differences of opinion between the 
Government and the contractors as to the adequacy of the 
contract specifications. 

Secondly, both contractors agreed to the termination of 
the contracts at no cost to the Government, as a result of 
which the contractors were compelled to absorb the substan- 
tial losses incurred by them in endeavoring to perform there- 
under. 

If the contracts had been terminated for default, and the 
default reversed on appeal, the terminations would have been 
required to be processed as terminations for convenience of 
the Government. In such event, the contractors’ claims 
would have been substantial, resulting in considerable cost 
to the Government. 


The possible costs of a convenience termination resulting from an 
appeal board reversal of a default termination were put at approxi- 
mately $900,000 (hearings, p. 220). 

It strikes the subcommittee as rather poor administrative practice 
to rest the method of contract termination on the possibility of an 
adverse decision by the appeal board rather than upon the perform- 
ance record of the contractor. However, the Air Force by that time 
had retreated far from a defensible position regarding default rights. 


DISPUTE OVER SPECIFICATIONS AND DRAWINGS 


General Thurman said the major obstacle to default proceedings 
was the legal question concerning the adequacy of the specifications. 
At the same time the Air Force denied that the contractors had any 
cause to complain since no bidder raised any questions about the 
specifications at the time of the original bid (hearings, pp. 112, 254). 

In connection with the bid invitations, the Air Force had laid down 
certain performance specifications and had distributed drawings ob- 
tained from Century Industries, the developer and previous producer 
of the MA-3 rocket launcher. These drawings showed, among other 
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things, that a plastic-coated paper tube was used by Century Indus- 
tries in fabricating the launchers. 

Weatherhead, as the recipient of the contract award, was unable 
to produce acceptable preproduction samples on the basis of the Cen- 
tury Industries drawings. Thereupon the contractor contended, ac- 
cording to General Thurman, that there was a “fatal variance” be- 
tween the drawings and the specifications, making it impossible to 
achieve the performance specified in the contract by use of the draw- 
ings (hearings, p. 214). 

he Air Force maintained that the drawings and specifications were 
adequate, as shown by previous production and Air Force testing; 
also that the drawings were provided for the convenience of the con- 
tractor, and where differences arose, the specifications governed, as set 
forth in the contract (hearings, pp. 72-73, 112). 

A big hurdle, which Weatherhead could not overcome, was the 

coating process for the paper tube. Century Industries had success- 
fully developed its own process, after considerable experimentation, 
and this remained a trade secret. Colonel Wilson stated that the 
Air Force asked Century Industries to disclose its coating process, 
although as a manufacturing technique it was not patentable and 
therefore the Air Force did not believe it had a claim to it (hearings, 
». 348). 
Century Industries not only refused to disclose the process, but 
served notice on the Air Force and the other contractors that its 
proprietary rights had been infringed by distribution of its drawings 
(hearings, pp. 182-133, 356). 


CHANGE IN AIR FORCE POSITION 


Despite its early insistence that the drawings and specifications 
were adequate, the Air Force seemed to qualify its position after re- 
peated failures by Weatherhead. At the time of terminating the con- 
tracts, the Air Force lacked confidence that the Contract Board of 
Appeals would sustain its position. Shortly after the termination, 
Capt. Charles E. Thurman included this statement in a report: 


It must be emphasized that the present Air Force specifica- 
tion is deficient because the basic fabricating technique is 
known only to Century Industries. 


A similar view was expressed by the Air Force Armament Center. 
At the hearings Colonel Wilson referred to the coating process as “one 
definite exception” to the adequacy of the specifications (hearings, pp. 
249-943, 348). 

It is interesting to note that several months previously, on August 
10, 1956, the armament center reported that failure of Weatherhead 
test samples was “due primarily to material used by contractor in 
launcher and not to basic design” (hearings, p. 254). 


PERFORMANCE-TYPE SPECIFICATIONS 


To the extent that the “fabrication technique,” including the coat- 
ing process, was part of the manufacturing know-how, it was not 
reflected in the drawings and specifications. The written specifica- 
tions were of a performance type and left it up to the contractor to 
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oa coating process he chose, or to purchase coated tubes ready 
made, 

Whether, in providing Century Industries’ drawings to the con- 
tractor, the Air Force impliedly warranted that adherence to these 
drawings would result in an acceptable product, we leave to the law- 
yers to debate. The few scattered judicial decisions on disputes over 
the adequacy of specifications are not really germane to the issues 
here involved. 

This much is clear: It was not proper to deduce, from the sole fact 
of the contractor’s failure to produce an acceptable preproduction 
sample, that the specifications were faulty. The specifications may 
or may not have been faulty. If they were, then the Air Force did 
not have sufficient procurement data for an advertised procurement. 
If they were not, then the contractor should have been held to account 
for failure to perform. 

It is well to keep in mind that in an advertised procurement the 

successful bidder who accepts the award also accepts the risks of 
production, having obligated himself to perform according to the 
specifications in the contract. Unless these specifications are so pat- 
ently in error as to demonstrably preclude performance, the con- 
tractor cannot plead them as an excuse for his failure to perform. 
In the subcommittee’s view, the real issue which cut the ground away 
from a default proceeding was not a legal question about the ade- 
quacy of the specifications but the fact that the Air Force worked 
with the contractors, many months after they were in a delinquent 
state, in an effort to qualify the preproduction samples. 


AUTOMATIC EXTENSION OF DELIVERY DATES 


The samples were due in March-April 1956. In May the Air 
Force advised the subcommittee that default action was not then 
contemplated because both contractors were earnestly striving to 
solve their production problems, and it was Air Force policy to work 
together with contractors in the initial performance of new items, 
where problems frequently arise (hearings, p. 111). Since commence- 
ment of launcher production, under the terms of the contract, was 
conditioned upon Kir Force approval of the preproduction samples, 
each time the Air Force accepted a new batch of samples for testing, 
in effect it automatically extended the time for production deliveries. 
This was a case, as the chairman said, of “measuring with a rubber 
ruler” (hearings, p. 58). In these circumstances, it is most unlikely 
that the appeal board would have sustained a default proceeding 
against the contractors. 


EXTRA-CONTRACT ASSISTANCE 


Granting the good faith of the contractors and the interest of the 
Air Force in obtaining usable launchers, a question arises whether 
the protracted and indefinite extension of the delivery dates and the 
Government testing of preproduction samples beyond the number 
called for in the contracts are proper and permissible, particularly in 
the case of an advertised procurement. By continuing to work with 
Weatherhead, who experimented with various materials and processes 
in an effort to develop acceptable preproduction samples, the Air 
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Force in effect converted an advertised procurement into a research 
and development project. 

The original bidders on this procurement could not know in advance 
that Government assistance would be forthcoming. As stated by Mr. 
Babbitt of Century Industries, an unsuccessful bidder on this contract 
(hearings, p. 124) : 


I understand that the Air Force spent public funds to help 
the manufacturers try to get the bugs out of the production 
process, though this is highl 7 unusual in a competitive 
award, Certainly it is not fair to the other bidders, since 
they did not offer their prices on the expectation of receiving 
Government assistance. 


The Air Force tested at least double the number of samples specified 
in the contracts and expended an estimated $66,234 in testing. ‘The 
largest part of the cost involved the firing of more than 1,000 rockets 
costing $41.60 each (hearings, p. 394). 


XIV. Azsortive Necotrations Wirn Century INDUSTRIES 


Upon the termination of the Weatherhead-Polan contracts for 


failure to produce the MA-3 rocket launcher, General Thurman testi- 
fied— 


it next seemed most logical to negotiate for launchers with 
the only contractor who had successfully produced the MA-3 
launcher for the Air Force (hearings, p. 189). 


This was Century Industries. General Thurman continued: 


The former producer was then contacted for the purpose of 
determing his interest in a new procurement, and to obtain 
information relative to his price and capability to produce. 


Actually, Century Industries was contacted several weeks before 
the Weatherhead-Polan contracts were terminated in late November 
1956. This sequence of events, as outlined in a supplemental state- 
ment by General Thurman, started when the Air Materiel Command 
finally came to the conclusion, about November 1, that Weatherhead 
and Polan would not qualify for production. Genera] Thurman 
then called Brig. Gen. Edward Mechling, commander of the Air Force 
Armament Center at Eglin Air Force Base, and arranged to visit him 
on November 5, at which time they discussed alternative courses of 
action in the event the Weatherhead-Polan contracts were terminated 
(hearings, p. 238). 

One of the matters discussed, General Thurman said, was the 
availability of a 19-round launcher developed by the Navy. Arma- 
ment center personnel expressed doubts that specifications for the 
Navy launcher would be available before the end of 1957 (hearings, 
». 238). 

Upon his return from Eglin, General Thurman had further dis- 
cussions at AMC, and— 


we concluded that we should ascertain the capability of Cen- 
tury Industries to manufacture MA-3 launchers, and get 
some indication of what their price would be in the event that 
a decision was reached that we should procure from Century 
Industries (hearings, p. 239). 
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MEETING WITH GENERAL THURMAN 


The company president, Mr. Babbitt, received a telephone call from 
General Thurman on November 6, 1956, inviting him to come to 
Wright-Patterson Air Force Base to discuss price and delivery terms 
on 150,000 launchers. 

Mr. Babbitt proceeded from California to Dayton, Ohio, and met 
with General Thurman on November 8. General Thurman’s memo- 
randum of that date, summarizing the conference, shows there was a 
detailed discussion of delivery schedules, prices, material shortage 
problems, the need for design changes to strengthen the nose fairings, 
and manufacturing processes. The memorandum concluded as fol- 
lows (hearings, pp. 126-127) : 

I advised Mr. Babbitt that the purpose of this discussion 
was exploratory in nature. The possibility exists that we 
will buy additional launchers from Century Industries and 
the possibility also exists that we will not buy additional 
launchers from Century Industries. It was understood by 
all concerned that the price and production figures are Mr. 
Babbitt’s best estimate at the moment and do not constitute 
any binding proposal on him. It is his opinion, however, 
that the data given constitutes good estimates. 


AIR FORCE DECISION TO PROCURE FROM CENTURY INDUSTRIES 


Six days after the November 8 meeting with Mr. Babbitt of Century 
Industries, General Thurman received word from General Mechling 
of the armament center that the latest Weatherhead-Polan launcher 
samples were unacceptable. Thereupon, as noted earlier, decisions 
were made to terminate the Weatherhead-Polan contracts, which to- 
gether called for the production of approximately 300,000 launchers, 
to commence negotiations with Century Industries for half this quan- 
tity, and to reexamine the need for the remainder. 

On November 16, 1956, General Thurman came to Washington 
from AMC Headquarters and personally conveyed to the staff of this 
subcommittee the substance oo these decisions. Subsequently, Gen- 
eral Thurman testified (hearings, p. 240) : 


The same information was conveyed to the staff of the 
House Armed Services Committee. The staff members of 
that committee indicated their lack of understanding why 
we should make a sole source procurement from Century 
Industries. 

Their feeling was based on the belief on their part that 
various producers for the Navy were capable of producing 
the MA-3 launcher. It was their indicated belief that we 
should handle this procurement of one-half of the quantity 
a on a competitive basis, rather than on a sole source 

asis. 


Upon his return to AMC, General Thurman brought up the matter 
of the Armed Services Committee staff objections, and it was— 


concluded that we should attempt to ascertain whether any 
Navy suppliers were unquestionably capable of producing 
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the MA-3 launcher before completing the sole source nego- 
tiation with Century Industries (hearings, p. 240). 


INSTRUCTIONS TO INITIATE NEGOTIATIONS 


In a memorandum dated November 19, 1956, General Thurman 
formally ordered the buying agency to terminate the Weatherhead- 
Polan contracts for the convenience of the Government on a no-cost 
settlement basis, and to— 


Initiate negotiations with Century Industries to accomplish 
placement of 150,000 launchers for the best price obtainable 
and the best delivery obtainable. 


Before completing the procurement action with Century Industries, 
the buying agency was instructed to send a team of qualified Pe 
ment, supply, and technical personnel to the appropriate Navy in- 
stallation to determine whether Navy suppliers could produce the 
MA-3 (hearings, pp. 240-241). 

Mr. Babbitt testified (hearings, pp. 125-127, 129) : 


The Air Force was extremely anxious to get started with 
production of launchers. Captain Thurman—not to be con- 
fused with General Thurman—called me at home from Day- 
ton on November 20, 1956, 7 a. m., and said there was an 
urgent need for these launchers in view of the cancellation 
of the Weatherhead-Polan contract. He said he was under 
instructions to call me and to complete negotiations with all 
possible speed. 

Captain Thurman then asked if I could possibly get to 
Dayton on Wednesday, November 21, 1956, since Thursday 
was Thanksgiving Day, and he was scheduled to take a holli- 
day. He wanted to complete negotiations by the close of 
business, Wednesday, November 21. 

I quickly made plane reservations and was able to reach 
Dayton at 9:30 on Wednesday. At 11a. m. I met with Cap- 
tain Thurman and his staff. He impressed upon me the 
urgency of the situation and requested that I prepare a formal 
proposal incorporating all the discussions we had as well as 
what assistance in the way of material priorities, shipping 
instructions, et cetera, would be expected from the Air Force 
in getting deliveries started by February 15, 1957. 

Captain Thurman insisted that the proposal be in ‘his 
hands no later than November 30, 1956. e said that Mr. 
Gabel of his staff would wire me an official request for this 
proposal on Friday, November 23, 1956, so that a contract 
could be written and be back in my hand by, the latest, De- 
cember 10, 1956. 

This was the deadline that Century Industries needed in 
order to meet the delivery schedules discussed. 

I had assured Captain Thurman in the November 21 meet- 
ing that I could deliver 5,000 launchers within 45 days, 
10,000 each for the next 2 months, and the remainder at 15,000 
per month. This was a hard, tight production schedule for 
a plant that was deactivated. I was willing to be committed 
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to it because the Air Force wanted the rocket launchers and 
I wanted the business. 

Pricewise I proposed a ceiling price of $27.90 (later 
changed to $28.42 because of intervening aluminum price 
rises) and a target price of $24, the contract to be redeter- 
minable with no floor and up to the ceiling price, subject to 
price rises on basic materials and labor rates. 

I considered this proposal eminently fair. I did not want 
to take advantage of the Air Force in its necessity, but I 
wanted to be protected against a rising market for materials 
and labor. Also I had reason to hope that unit-cost reduc- 
tions would be achieved because o ay ig production 
nee my company had developed. The Air Force would 

enefit by any reductions while being protected by the ceiling. 
At all times my books and cost figures would be wide open to 
the Air Force, as they are to this committee. 

As promised by Captain Thurman, I received a telegram 
on November 23, 1956, officially inviting me to submit a pro- 
posal for production of 150,000 rocket launchers. My pro- 
posal was mailed back to the Air Force within the promised 
due date. All vendors of Century Industries were alerted. 
Material sources were checked. Key personnel were kept on 
although they had received their termination notices. The 
labor union was notified that shortly we would be calling back 
our crews. All was made ready to accomplish the task so 
urgently requested by the Air Force. 

What happened then? Nothing. Deadly silence. No in- 
formation whatever, except that I was asked to be patient. 


INQUIRY ON ALTERNATE SOURCES 


In the meantime, following the November 21 meeting with Mr. 
Babbitt, Captain Thurman and two other Air Force personnel went 
to the Naval Ordnance Testing Station at China Lake, Calif., to dis- 
cuss rocket-launcher matters with Navy personnel, pursuant to Gen- 
eral Thurman’s instructions. 

The Air Force team sought answers to these questions posed by 
General Thurman: 


(1) What are the differences between Air Force specifi- 
cations and Navy specifications ? 

(2) Are these differences so great that a current producer 
of Navy launchers would not unquestionably be acceptable 
as a producer of the Air Force launcher? 

(3) Who has successfully produced launchers of this type 
for the Navy? 

(4) What differences are there, if any, in the Navy methods 
of testing these launchers as compared to the method used 
by the Air Force? 


These questions implied little knowledge or understanding of the 
Navy rocket-launcher program, which was supposed to be the sub- 
ject of continuous liaison and exchange of information between the 
two services. 
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At this time Be-Ge was the only “current producer of Navy launch- 
ers.” Navy production contracts for the Aero 6A had been com- 
pleted, Radiant and Cincinnati Industrial had disposed of their 
machinery and equipment, and Century Engineers had done only re- 
search and development work. Century Industries was the only pro- 
ducer to date of the MA-3. 

Therefore, General Thurman’s questions, to be answered meaning- 
fully, could involve only a comparison between the specifications of 
the Air Force 7-round launcher (MA-3) and the Navy 19-round 
launcher (Aero 7D). 

In his trip report of November 25, 1956, based on discussions with 
2 Navy employees, Captain Thurman dutifully detailed the differences 
in specifications between the MA-3 and the Aero 7D but took pains to 
point out that the basic designs were sufficiently different to preclude 
more than a superficial comparison. The main conclusion of the trip 
report was this (hearings, p. 242) : 


It is the opinion of this group that except for Century 
Industries sal possibly Century Engineers, any new contrac- 
tor, like the Weatherhead Co., would experience extreme 
difficulty in the manufacture of MA-3 rocket launchers. It 
must be emphasized that the present Air Force specification 
is deficient losiata the basic fabrication technique is known 
only to Century Industries. This company has refused to 
release this fabrication technique to the Air Force. 


The trip report also listed previous producers of the Navy 7-round 
launcher (Aero 6A) but classed this launcher as “obsolete.’ 


PREFERENCE FOR AERO 7D 


While concluding that Century Industries was the most likely—if 
not the only— source for production of the MA-3, Captain Thurman 
was impressed by the Navy recital of developments on the Aero 7D. 

Without recording them in his trip report, Captain Thurman ex- 
pressed to General Thurman the opinions, reportedly shared by the 
armament center member of the team, that specifications for the Navy 
19-round launcher were in much better condition than previously 
thought, that there was a “strong possibility” that the Air Force 
coal soon buy the Navy launcher on the basis of these specifications, 
and that the Navy launcher was “operationally superior” to the Air 
Force MA-3 launcher (hearings, p. 243). 

Pursuing this possibility, Captain Thurman propounded a series 
of questions to the armament center by telephone on December 6 and 
received a wire message 2 days later to the effect that the Navy 
launcher (Aero 7D) could not be considered suitable for use on the 
F-100 series aircraft until it was tested on these aircraft, and that 
accelerated tests would be effected immediately. 

The armament center message stated further that Navy drawings 
and specifications on the Aero 7D were available and could be used 
for competitive bidding, but that the quickest way to get such launch- 
ers would be to issue a military interdepartmental procurement re- 
quest (MIPR) to the Navy, which then could extend its current 
contract for the Aero 7D. 
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_ Finally, the armament center advised that it could not supply spe- 
cifications adequate for procurement of the MA-3 launcher unless 
Century Industries were the producer. It expressed the opinion— 


that the state of the specifications of the MA-3 launcher is 
such that procurement of additional quantities of MA-3 
should be confined to Century Industries. 


Weatherhead’s unsuccessful efforts to build the launcher without 
knowledge of the detailed fabrication technique were cited in support 
of this opinion (hearings, p. 243). 


SUSPENSION OF NEGOTIATIONS WITH CENTURY INDUSTRIES 


General Thurman testified that the armament center answers were 
regarded as “sufficiently encouraging” to justify suspending negoti- 
ations with Century Taalanrias and awaiting the outcome of the Eglin 
tests on the Aero 7D before deciding finally whether to buy the MA-3 
or an Air Force version of the Navy Aero 7D launcher (hearings, p. 
243). 

Coibany Industries was not informed of this decision. Mr. Bab- 
bitt tried vainly to find out from General Thurman what action was 
taken on the proposal he submitted in response to the seemingly 
urgent Air Force request. He said that since December 9, 1956, he 
called AMC “at least once a week,” only to be stalled until January 
18, 1957, when General Thurman told him the Air Force had decided 
to abandon the MA-3 in favor of the Navy-developed 19-round 
launcher (hearings, p. 128). 

Mr. Babbitt stated to the subcommittee in February 1957 (hearings, 
p. 129): 


I suffered a financial loss of more than $200,000 in the 
past 3 months while acting in good faith and trying to help 
the Air Force get the launchers it failed to get after a year 
or more of nursing the previous contractor. I am faced 
with the liquidation of my plant, the complete fading away 
of my working force. 


Shortly thereafter, Century Industries closed down its leased plant 
and went out of the rocket-launcher business. 


UNFAIR TREATMENT OF COMPANY 


In the subcommittee’s opinion, the Air Force officials concerned 
with this procurement acted in a callous and unfair manner toward 
Century Industries. This company was a pioneer producer in the 
rocket-launcher field. It was the only company then in existence 
devoted exclusively to such production. Upon its own initiative— 
and at its own expense—it had designed for the Air Force a 7-round 
launcher which the Air Force rated superior to the Navy’s 7-round 
launcher. Century Industries launchers were the only ones in Air 
Force inventories capable of firing the 2.75-inch rocket. 

Good sense and equity would have dictated that the Air Force 
decide firmly what it wanted to buy before commencing negotiations 
with Century Industries. The company was led to believe that the 
requirement for MA-3 launchers was urgent and that a contract was 
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in the offing. Already hard pressed to keep the nucleus of its or- 
ganization intact when it had no Government contracts, the company 
went, to considerable trouble and expense to comply with the Air 
Force request for a proposal and to ready itself for possible new 
production. Yet the company was kept wholly in the dark while 
the Air Force pursued another course of action. General Thurman 
offered this observation (hearings, p. 225) : 


We think, in looking after the interests of the taxpayer, 
that it frequently is desirable to initiate several possible in- 
consistent avenues of activity, with the intent of exploring all 
of them simultaneously and discovering which is the best 
avenue in taking it. We think that serves the interests of 
the taxpayer frequently. 


As it turned out, neither the interests of the taxpayer nor the 
interests of national defense were served by the course which the 
Air Force finally adopted. 


RELIANCE ON “EXPLORATORY” APPROACH 


General Thurman tried to make much of the fact that he advised 
Mr. Babbitt in the November 8 meeting of the “exploratory” nature 
of this conference (hearings, p. 226). But Mr. Babbitt was entitled 
to believe, when Air Force buying officials invited him to Dayton 
again, 2 weeks later, to talk price, production, and delivery terms 
that they meant business. In fact these buying officials were arme 
with specific instructions, as noted earlier, to “initiate negotiations 
with Century Industries to accomplish placement of 150,000 launchers 
** * » Captain Thurman, who headed the buying group, and John 
Gibbs as contracting officer, acknowledged that this was their mission 
(hearings, pp. 268, 285). 

These Air Force officials, in line with General Thurman’s charac- 
terization of the November 8 meeting, also depicted the November 21 
meeting as “exploratory” (hearings, p. 284). They insisted that Mr. 
Babbitt was advised not to incur any financial commitments. Thus 
Captain Thurman testified (hearings, p. 257) : 


In that meeting, as I said before, my deputy chief and 
my buyer were also present. I specifically asked Mr. 
Babbitt not to incur any costs because this constituted only 
a proposal on his part and not a commitment by either es 

I in no way led Mr. Babbitt to believe that I had authority 
to write a contract. It was a proposal. I did ask him for 
a proposal; yes. We do that every day with contractors. 


Mr. Babbitt could recall no admonition against incurring costs, and 
the Air Force memorandum of the conference contains nothing to 
that effect (hearings, pp. 127,268). Captain Thurman then said that 
he wrote the memorandum in Mr. Babbitt’s presence and that the ab- 
sence of an admonition was an “oversight” on his part (hearings, 
p. 285). 

Following the meeting, Mr. Babbitt received a telegram dated No- 
vember 24, which invited him to submit a proposal on 150,000 rocket 
launchers, to be produced, packaged, and delivered according to cited 
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specifications and delivery dates. The telegram concluded with these 
sentences (hearings, p. 284) : 


This inquiry does not constitute any authority to proceed 
with the manufacture or delivery of the supplies called for 

hereon pending receipt by the contractor of a fully executed 

ae instrument. A formal request for proposal will 
ollow. 


It is obvious from these actions that the buying agency was not 
merely “exploring” a rocket-launcher procurement but was in the 
process of negotiating it. The admonition not to commence produc- 
tion before the execution of a contract was purely routine, and this 
the Air Force witnesses admitted (hearings, pp. 267, 283). They 
tried to seize upon this technicality as evidence of the tentative nature 
of the procurement. The decision to suspend negotiations with Cen- 
tury Industries, however, was not made until a month after General 
Thurman contacted the company president, during which time a 
proposal had been requested by the Air Force and submitted by the 
company. More than 2 months passed before the company was noti- 
fied that another course of action had been taken. 

There was no obstacle here to potential agreement between the 
negotiating parties. Century Industries regarded its proposals as 
eminently fair, and Captain Thurman testified to the same effect, 
stating that the company did not try to take advantage of the fact 
that it was a sole supplier (hearings, p. 251). 


SENSITIVITY TO SOLE SOURCE PROCUREMENT 


The fly in the ointment, it fairly may be deduced from General 
Thurman’s testimony, was the sensitivity of AMC officials to the 
professed displeasure of staff members of the Armed Services Com- 
mittee with a sole source procurement from Century Industries. 
When the AMC buying agency received technical advice from the 
armament center that only Century Industries was qualified to pro- 
duce the MA-3, the alternatives were to go ahead with this sole source 
procurement or to abandon it altogether in favor of a different type 
of launcher. The Air Force got “off the hook” of sole source pro- 
curement by seizing the latter alternative. In so doing, the Air Force 
had to accept an “interim” design and to give up any notion of 
urgency in rocket launcher procurement, because the new launcher 
was not expected to be placed in inventory for at least 13 months 
(hearings, p. 189). 

Twenty months have passed since the decision to depend upon the 
new 19-round launcher, and more than a year since the Air Force 
awarded a contract for the new launcher, and yet no production has 
come forth. Mr. Babbitt’s warning to the subcommittee in February 
1957 was prophetic when he said (hearings, p. 128) : 


Here, Mr. Chairman and members of the committee, is 
something you should look into very carefully. If the Air 
Force really needs rocket launchers, and it has been trying to | 
buy them for several years, it will not get launchers for 
another year, maybe several years, if it starts a completely 
new procurement. 


* ok * * * 
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_ On a new, untried procurement of 19-rounders, Air Force 
invitation to bid, bid openings, contract awards, facilities 
surveys, financial surveys, set-asides, testing of preproduc- 
tion samples, delivery schedules—all these will take months 
and months. In my business judgment, I would say no rocket 
launchers for another year at least, under those conditions, 


XV. Intertm Sratus or Arr Forcr LAU/3A LauncHEerR 


_After suspending negotiations with Century Industries for an ad- 
ditional procurement of the MA-3 launcher, the Air Materiel Com- 
mand buying agency preoccupied itself with the Navy-developed Aero 
7D. 


AIR FORCE INTEREST IN AERO 7D 


As early as April 1956, when the Weatherhead-Polan contracts for 
300,000 MA-3 launchers were still relatively new, the Air Force 
Armament Center advised AMC that the Navy Aero 7D “is expected 
to prove superior to the MA-3 rocket launcher in number of rounds 
carried and higher possible flight speeds.” The armament center re- 
ported that Navy-planned production of the Aero 7D should begin 
in approximately 2 months, that the launcher was being procured for 
armament center testing, and that the tests should be completed and 
the launcher ready for Air Force procurement during fiscal year 
1957. 

In view of the existing Weatherhead-Polan contracts for large pro- 
duction of the MA-3, the armament center recommended— 


that future production considerations should be reviewed in 
the light of developmental launchers which will soon be 
available for Air Force procurement (hearings, p. 619). 


The Aero 7D had been developed for the Navy by Century En- 
gineers. In June 1956 the Navy contracted for production of 44,263 
Aero 7D launchers with Be-Ge Manufacturing Co. at a unit price of 
$90.51. In August 1956, the Navy was requested to procure 100 Aero 
7D launchers for the armament center. These were ordered from 
Century Engineers at a cost of $58,400, which represented a unit cost 5 
or 6 times that of the Be-Ge launcher already under procurement. In 
addition, the armament center spent some $16,500 on intervalometer 
development (hearings, pp. 182, 392). The Aero 7D launchers were 
delivered to the Air Force in December 1956 (hearings, pp. 234-235). 

The armament center subjected the Century Engineers “prototype” 
launchers to firing tests but not to environmental tests. The Navy 


findings on the environmental testing of the Aero 7D were considered 
sufficient (hearings, p. 282). 


TESTING RESULTS ON AERO 7D 


On January 2, 1957, the armament center sent word to AMC that 
the nose fairings of the Aero 7D crushed in flight on the F-100C and 
D aircraft, and that minor modifications to Navy specifications and 
drawings were necessary to provide an “interim” launcher suitable for 
Air Force use. Modified specifications and the latest Navy drawings 
were promised within 2 weeks for procurement of an interim item. 





86 ROCKET LAUNCHER PROCUREMENT 





The prefered course, in the armament center’s opinion, would be 
to issue a procurement request to the Navy for a year’s supply of 
launchers, incorporating three recommended changes: modification 
and relocation of the electrical connector, stiffening of the sway brace 
area, and strengthening of the nose fairings. The other course would 
be to procure on open tid an interim quantity of launchers with the 
recommended modifications (hearings, p. 244). 

Within 8 to 12 months, the armament center believed, specifications 
and drawings could be provided for a satisfactory Air Force version 
of the Aero 7D which would include, in addition to the above 3 modi- 
fications, nonfrangible metal fairings and a firing capability in which 
either half or all the rocket load could be fired at one time (hearings, 
p. 244). 

REQUEST FOR MORE INFORMATION 


AMC Headquarters personnel sought more information from the 
armament center in a message of January 4, 1957. They wanted to 
know (1) whether the interim version of the Aero 7D was considered 
operationally superior to the MA-3 when carried on F-100 type air- 
craft; (2) whether the interim modifications of the nose fairing would 
allow maximum flight speed without restriction in all flight configura- 
tions of the F-100 type aircraft; (3) whether interim launchers pro- 
cured now could be later adapted to the ultimate design; (4) whether 
the ultimate version of the Aero 7D would have satisfactory applica- 
tion; (5) whether preproduction samples should be qualified before 

ermitting production; (6) when procurement data clearance on the 
interim version of the Aero 7D could be expected; and (7) how would 
this launcher be classified and duliineded (hearings, pp. 244-245). 

By message of January 8, the armament center answered affirma- 
tively the first five questions; said that the Navy would release the lat- 
est production drawings on January 11, which would be immediately 
reviewed and forwarded together, with specifications and other data; 
and said that the interim launcher would be given tentative standard 
classification. The Air Force version shortly thereafter was desig- 
nated the LAU/3A (hearings, p. 245). 


DECISION TO PROCURE LAU/3A 


This information was discussed by AMC Headquarters personnel 
and the decision was reached during the week of January 13 that the 
LAU/3A would be procured instead of the MA-3. This recommenda- 
tion was conveyed to the Air Force Headquarters and approved on 
January 17, 1957. As noted in the preceding section, Century Indus- 
tries was notified of this decision on January 18, 1957 (hearings, pp. 
245-246). By letter of the same date, Maj. Gen. J. W. Kelly, Director 
of Legislative Liaison for the Air Force, notified Chairman Holifield 
that the Air Force had decided to procure the 19-round launcher on a 
competitive bid basis. “It has been determined,” wrote General 
Kelly, “that this item is superior in performance and with minor 
modifications adequately fulfills the Air Force requirements” (hear- 
ings, p. 183). 
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CHAIRMAN’S VIEWS 


In a letter dated January 23, 1957, to General Rawlings, AMC 
commander, Chairman Holifield reviewed the sequence of Air Force 
procurement failure on the Weatherhead-Polan contracts, and the 
abortive negotiations with Century Industries, stating in part (hear- 
ings, p. 184) : 


The Air Force decision now to abandon the MA-3 launcher 
altogether and to procure the 7D type —_— poses a matter 
of judgment whether the Air Force will be able, and how 
long a time will pass, to procure launchers which to date 
have not been successfully produced. 

From information available to me, the Navy procurement 
in this same area has experienced difficulties similar to those 
which confronted the Air Force in its unsuccessful pro- 
duction contract for the MA-3. There have been delays in 
delivery of preproduction samples. There have been nu- 
merous requests for revisions in specifications. There are im- 
pending price adjustments. There are contentions that spec- 
ifications in some instances are too rigid and should be re- 
vised downward. A particularly significant problem is the 
reliance of the Navy contractor on a certain type of tube or 
container which the subcontractor has been unable as yet to 
produce in quantities to specifications. 

The question in my mind is whether the Air Force, and the 
Navy as well, are wise to bank all their hopes and expectations 
on a single type of launcher and (possibly) a single source of 
manufacture, when a diversified procurement, both as to type 
and manufacturing source, would provide a reasonable meas- 
ure of insurance against risks of failure in the production of 
a category of armament which I assume is badly needed. 


AIR FORCE JUSTIFICATION 


At the February 1957 hearings, General Thurman justified the de- 
cision to procure the LAU/3A in lieu of the MA-3 on the grounds 
that (1) it was operationally superior when used on F-100 aircraft; 
and (2) by hanging directly to the bomb pylon of the aircraft, it elimi- 
nated the need for an expensive adapter (hearings, p. 189). Both 
points merit certain observations. 

In shifting from the 7-round to the 19-round launcher, the Air 
Force traded off the present risks of an insufficient supply of launchers 
for the future prospects of an improved launcher. The 19-round 
launcher obviously would carry a larger payload than the 7-round 
launcher. The Navy has described the 19-rounder as “the attainment 
of the near ultimate in firepower, lethal damage, and payload” for its 
aircraft (hearings, p. 420). The Air Force has indicated that the 
ultimate goal on its high-speed aircraft is a 38-round launcher under 
development by the armament center (hearings, p. 245). 
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NO HALF-FIRING CAPABILITY 


However, the specifications for both the Navy and Air Force ver- 
sions of the 19-round launcher call for a ripple firing of all the rockets 
in sequence. With certain targets a complete ripple firing of all rock- 
ets may not be efficient and economical. Apparently recognizing this 
factor, the armament center proposed that the LAU/8A ultimately 
should have both a full and half firing capability (hearings, p. 244). 

yeneral Mechling, the armament center commander, expressed the 
opinion that with present aircraft speeds, it would be a waste of time 
to fire fewer than 19 rockets in one salvo (hearings, p. 274). Never- 
theless, the Tactical Air Command (TAC) had stated a requirement 
for a “half and all” firing capability. The single ripple firing of all 
19 rockets was accepted by TAC in order “to expedite the present 
planned procurement” (hearings, p. 390). 

These developments suggested that the capability of the LAU/3A 
in meeting varied Air Force requirements was yet to be demonstrated. 
For reasons previously saitiael the Air Force plunged ahead in the 
procurement of an interim version of the launcher without a “half” 
firing capability. 

Originally the procurement was set at approximately 44,000 launch- 
ers. The bid invitations were revised to fix the procurement at 34,000, 
and after the contract was let, a further cutback was made to approxi- 
mately 20,000. 

At the July 1958 hearings, an armament center witness stated that 
TAC apparently had abandoned its requirement for a half and full 
firing capability. It was also stated that the LAU/3A (not yet in pro- 
duction) would be used only on the F—100 aircraft. 


PROPOSAL FOR ADAPTER KITS 


Regarding the asserted advantage of the LAU/3A over the MA-3 
in the matter of suspension from aircraft, certain background facts 
should be noted. 

When Century Industries was engaged in producing 100,000 MA-3 
launchers for the Air Force, the company was requested to submit a 
proposal for production of 100,000 “adapter kits” to permit pylon in- 
stallation of the MA-3. The request for proposal was dated February 
4, 1955 (hearings, p. 151). 

Century Industries undertook to prepare technical and cost data 
and to write up a proposal for pylon installation kits. Mr. Babbitt 
later testified that his company designed an inexpensive adapter kit 
which it offered to the Air Force for $4.69 per unit. This adapter 
would have permitted mounting of the MA-3 on the F-100 and on 
all other aircraft with bomb-rack type mountings (hearings, p. 150). 

In April 1955, AMC advised Air Force headquarters that it was 
proceeding with the procurement of 100,000 adapter kits, as directed, 
but it expressed the opinion “that this quantity is exorbitant in view 
of limited number of aircraft using pylon installation” (hearings, p. 
620). 

Later it appeared that a purchase request was initiated for 39,966 
adapters and then held in abeyance pending the development of a 
performance specification. Century Industries, by letter dated August 
24, 1955, asked to be advised of the status of its adapter kit proposal. 
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AMC instructed the Los Angeles Air Procurement District representa- 
tive in September 1955 to inform Century Industries that quantita- 
tive and qualitative requirements for the adapter kit were being defi- 
nitely established, after which a new proposal would be requested 
(hearings, pp. 621-622). 

Procurement of the inexpensive adapter kit from Century Indus- 
tries never was effected. At the hearings General Thurman stated 
he was not aware of any intention to procure adapter kits from Cen- 
tury Industries. Other Air Force witnesses had the impression that 
oO procurement data were not established (hearings, pp. 248- 
249). 

PROCUREMENT OF EXPENSIVE ADAPTERS 


However, the Air Force procured 4,629 adapters from North 
American Aviation, Inc., as part of the prime contracts for the F-100 
aircraft. The unit cost of these adapters varied with each prime con- 
tract, but averaged $406 each. Thus the Air Force procured adapters 
for mounting MA-3 launchers on F-100 aircraft at a unit cost 80 or 
90 times that proposed by Century Industries. Furthermore, the 
North American adapter was usable only on the F-100 aircraft, where- 
as the Century Industries adapter would have permitted suspension 
on other aircraft as well. 

General Mechling justified the use of the North American adapter 
in terms of its larger payload. He stated that the North American 
adapter permitted the mounting of 6 launchers (42 rockets) as com- 
pared with 2 launchers (14 rockets) in Century Industries’ proposed 
adapter, and that 2 launchers were not an acceptable combat load 
for the F-100 aircraft (hearings, p. 248). 

The only difficulty with this argument is that the Air Force does 
not have launchers suitable for use on the F-100 aircraft, even though 
it has expensive adapters. 

The Contery Industries launchers had been designed for use on 
the F-84, F-86 and the B—57 aircraft. In aircraft like the F100, 
flying at speeds above Mach 0.8, the nose fairings are apt to crush 
and tear off. 

In the procurements placed with Weatherhead-Polan, the MA-3 de- 
sign had been modified to require higher crushing strength, but no 
production resulted from these contracts. 

Thus the advantages of the LAU/3A launcher, in dispensing with 
the need for a costly adapter device, were cited after the Air Force 
failed to obtain the 300,000 MA-3 launchers it sought in the Weather- 
head-Polan contracts. Had these launchers been produced, the Air 
Force would have been faced with the expense of procuring many more 
costly adapters from North American, or with the task of investi- 
gating the possibility of a much less expensive adapter device, such 
as that proposed by Century Industries. 


XVI. Intrtrat Farure on Curomerarr Contract 
At the February 1957 hearings, General Thurman testified (hear- 
ings, p. 189) : 


We were aware that there were some engineering and pro- 
duction difficulties encountered by the Navy in the develop- 
ment of the Aero 7D launchers. However, the Air Force 
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Armament Center has advised that the engineering and pro- 
duction problems encountered by the Navy on their produc- 
tion contract have been substantially resolved, and that a sat- 
isfactory launcher can be produced to the specifications that 
have been prepared. 


General Thurman voiced optimism that despite AMC’s mistaken 
judgment on the capability of Weatherhead and Polan to produce 
the MA-3, “we have reason to believe that a good engineering and 
production firm can produce the Aero 7D or the Air Force version of 
it” (hearings, p. 199). Also he expressed the belief that, with the 
advantages of the Navy “learning curves,” the Air Force would be 
able to obtain a launcher at a unit price comparable to the $90.51 on 
the Navy’s Be-Ge contract (hearings, p. 271). 


SEPARATE SPECIFICATIONS 


While the Air Force relied on the Navy for the basic technical data 
on the 19-round launcher, and utilized the Navy drawings, separate 
specifications were drawn up by the armament center to suit Air Force 
requirements. The Air Force decided to advertise its own procure- 
ment rather than to procure through the Navy, as the armament cen- 
ter had recommended (hearings, pp. 269-271). 

On March 13, 1957, the Air Force issued IFB No. 33-600-57-182 
for procurement of 43,750 type LAU/3A airborne rocket launchers. 
The invitations went to 270 companies; 31 responded. 


CHANGES IN BID INVITATION 


Bids were to be opened April 12, 1957, but by amendment No. 1 the 
opening date was extended to April 19 in order to incorporate in the 
bid invitation eight changes in drawings received from the Navy on 
March 22 (hearings, p. 321). A second amendment extended the open- 
ing date to April 26 and made some further changes in the drawings. A 
third amendment extended the bid opening date to May 3. <A fourth 
amendment extended the bid opening date to May 10, cut back the pro- 
curement quantity of launchers from 43,750 to 34,000, and adjusted the 
monthly delivery schedules for the reduced quantity. 


AWARD TO CHROMCRAFT 


Bids were opened on May 10, 1957, as prescribed in the fourth 
amendment to the bid invitation, and the low bidder was Chromcraft 
Corp., of St. Louis, Mo., with a unit price offer of $114.30. The total 
amount of the Chromcraft bid offer was $3,887,800. 

Subsequent to the opening of bids, Chromcraft alleged a mistake in 
pricing, and an increase in unit price of $1.38 was allowed. Air Force 
contract No. 33 (600)-35534, awarded to Chromcraft on June 29, 
1957, showed a total amount of $3,934,720 (including engineering 
data), which represented a unit price of $115.68. 

A change in the drawings made on October 31, 1957, resulted in an 
increase of $8,629.20 in the total contract price, changing the unit 
price from $115.68 to $115.9338. 

Another amendment incorporated some 35 drawing changes for- 
warded by the Navy and resulted in a decrease of $11,607.60 in the con- 
tract price, adjusting the unit price to $115.59. 
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The unit price on the Chromcraft contract, it may be noted, did not 
quite bear out General Thurman’s expectation that it would approxi- 
mate the price of $90.51 paid by the Navy on the Be-Ge contract. 
The Chromcraft price per unit was $25 or 28 percent higher than 
Be-Ge’s award price. As a matter of fact, Chromcraft also was a 
bidder on the Navy contract, but its low bid of $84.90 was withdrawn 
after the Navy disqualified the company. In its later bid on the Air 
Force contract, Chromcraft has upped its price $30. 


CUTBACK IN PROCUREMENT 


Some 8 months later (March 11, 1958), before any production re- 
sulted from the contract, the Air Force decided that the requirement 
for the LAU/3A should be cut back again. The Chromeraft con- 
tract was partially terminated, eliminating 13,233 units. For the re- 
maining 20,767 units, a new contract price was to be negotiated, esti- 
mated at $130.18 per unit prior to the time of partial termination. 


COSTS OF PARTIAL TERMINATION 


Since this partial termination was made for the Government’s con- 
venience, the contractor will have to be reimbursed for certain costs 
incurred. Data in the Air Force files indicated that the termination 
cost for the 13,233 canceled launchers was tentatively estimated at 
$759,367. 

General Thurman stated to the subcommittee more recently that the 
contractor had been very successful in negotiating termination costs 
with his suppliers, and that the costs to the Government would be 
between $100,000 and $200,000. 

The costs of partial termination, taken together with a price in- 
crease to be granted the contractor for the remaining units, tenta- 
tively estimated at $295,930, will approach or exceed $500,000. The 
Air Force will have nothing to show for this outlay, except possibly 
some terminated suppliers’ materials, which may or may not be needed 
on subsequent production. 


TERMINATION BEFORE SAMPLES APPROVED 


The decision to partially terminate was made before the preproduc- 
tion samples required under the contract were approved by the Air 
Force. As described below, the samples were rejected after field tests. 

The contract contains a provision that “pending Government ap- 
proval of said preproduction samples, the contractor shall not com- 
mence fabrication of production quantities” called for in the contract. 
This provision was modeled upon the Navy contract with Be-Ge, which 
provided that “production of the items to be furnished under the 
contract shall not commence until such samples have been approved 
by the Government.” 

The Navy represented in a statement to the subcommittee that the 
above-quoted wording in its contract— 


means that in the event of changes or a termination prior to 
approval, the Government will not be liable for production 
or change costs with respect to any launchers in excess of 
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the 150 preproduction samples [required under the contract] 
(hearings, p. 551). 


PURPOSE OF CONTRACT CLAUSE 


Ostensibly the Navy and the Air Force provisions were intended to 
accomplish the same thing; namely, to prevent the contractor from 
making production commitments, ordering supplies from vendors, and 
the like, until the preproduction samples were approved, so as to 
minimize Government costs in the event of changes in specifications 
or termination of the contract in whole or in part. 

On that assumption, the Air Force would not be obligated to reim- 
burse Chromceraft for costs of supplies purchased and similar produc- 
tion commitments, beyond those incurred in fabricating the preproduc- 
tion samples, since the partial termination was effected before the 
samples were qualified for production. 


DIFFERENT OPINIONS 


General Thurman did not subscribe to the interpretation which 
the Navy appeared to put on the contract clause. He saw no con- 
nection between the termination and the preproduction-sample 
clause, and he observed that the wording of the Navy and Air Force 
contract language was different, since one referred to “production” 
and the other to “fabrication of production quantities.” In other 
words, General Thurman indicated the belief that the contractor 
was entitled to order supplies, particularly long lead items, before 
getting approval of preproduction samples but not to “fabricate” 
until approval, He promised, however, to reexamine this clause 
in its bearing upon termination costs. 


DELIVERY REQUIREMENTS ON SAMPLES 


Before advertising this procurement, the Air Force had intended 
to obtain 100 preproduction samples for qualification testing. The 
bid invitation, as issued, called for 260 preproduction samples, in- 
cluding 10 samples to be tested at the contractor’s expense and 
accompanied by test reports, and 250 untested samples. Under the 
contract, Chromcraft was obligated to deliver the 260 preproduc- 
tion samples within 150 days after receiving notice of the award. 
The delivery date for the samples was November 27, 1957. 

Periodic reports from the St. Louis Air Procurement District, which 
had surveillance over the contractor, recited various difficulties encoun- 
tered by the contractor in obtaining materials and components and in 
wrestling with alleged errors in the drawings and specifications. On 
October 15, 1957, the St. Louis APD reported : 


It is apparent that Chromcraft will need an extension of 
time of 60 to 90 days beyond November 27, 1957, in which to 
complete the 260 preproduction samples. 


EXTENSION OF DELIVERY DATE 


On October 31, 1957, the Air Force granted an extension of 55 
calendar days beyond November 27, setting the new delivery schedule 
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at January 23, 1958. The extension of time was related to the cor- 
rection of a dimensional error in the drawings, for which the con- 
tractor claimed a slight price increase and extra time to overcome the 
delay occasioned by the error. 

Chromcraft shipped preproduction samples in several batches and 
managed to send all 260 by January 23, including 10 subjected to 
prior testing by a commercial laboratory. Under the contract, the 
Air Force was committed to give the contractor notice in writing ap- 
proving or disapproving the samples within 75 calendar days after 
receipt of the samples and the related test reports. The due date for 
completion of Tite Peres tests on the samples was set at April 14, 1958. 


FAILURE OF SAMPLES 


By April 4, the Air Proving Ground Center’ at Eglin Air Force 
Base determined that the Chromcraft launcher samples were unsatis- 
factory, due to cumulative marginal performance and bulkhead fail- 
ures. Some 60 samples had been used in tests, comprising 22 ground 
firings and 38 air firings. By letter dated April 14, 1958, the con- 
tracting officer at AMC notified Chromcraft that the preproduction 
samples failed to meet specifications and were disapproved. 

At this point, the Air Force had the option, under the terms of the 
contract, of permitting the contractor to correct discrepancies in the 
samples at his own expense or of considering him delinquent in his 
deliveries. To choose the former course would have the effect of auto- 
matically extending the delivery dates on production quantities, since 
deliveries were to commence 75 days after approval of the prepro- 
duction samples. The Air Force did not default the contractor but 
decided upon the course of action described below. 


DEFICIENCY TEST PROGRAM ARRANGED 


In the belief that, despite the preproduction failures, “the con- 
figuration was close to being an acceptable item,” Chromcraft was 
invited to meet with personnel of the Air Proving Ground Center * 
to discuss test results and possible corrective measures. A technical 
meeting was held on April 17, 1958, after which a “deficiency test 
program” was instituted to determine what fixes were necessary to 
bring the launcher up to performance requirements. 

The contractor was asked to furnish 10 additional launchers using 
a different kind of tube, temporary engineering changes were made, 
and these, together with 22 modified launchers from the original pre- 
production lot, were ground tested. 

The APGC modifications were not altogether successful, but the 
10 launchers supplied by the contractor, reinforced by lugs to prevent 
bulkhead failure and by longer wood filler strips to support the tubes, 
were ground tested with better results. An additional 61 preproduc- 
tion launchers modified by APGC with contractor-furnished lugs 
were successfully air fired, according to the testimony, confirming the 
bulkhead fix. 


1 In January 1958 the Air Force Armament Center and the Air Proving Ground Com- 
mand were consolidated as the Air Proving Ground Center, under the Air Research and 
Development Command. 
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DAMAGE TO AIRCRAFT 


In the course of this testing program, it was found that the air- 
fired LAU/3A samples were damaging the control surfaces of the 
F-100 aireraft by rocket debris blasted to the rear when the rockets 
were launched. This damage was “significantly greater” than that 
shown in previous testing of the Aero 7D models, on which this pro- 
curement was based. 

The APGC regarded this damage to aircraft as “a byproduct of the 
test” and not one of the factors leading to the rejection of the pre- 
production samples. 

On May 12, 1958, additional testing was undertaken in an effort to 
reduce or eliminate damage to the F-100 aircraft caused by launcher 
firings. Various modifications were made, including softer metal 
ground contacts, in the expectation that less damage would be in- 
flicted on the aircraft. 

Personnel of APGC and AMC met on May 28, 1958, to discuss test 
results and to consider procurement of 50 additional launchers from 
the contractor in order to test the effectiveness of “fixes” on launchers 
under production conditions. 


PROCUREMENT OF MORE TEST LAUNCHERS 


This procurement was ordered, and delivery of the 50 launchers was 
scheduled for August 25, 1958. For these launchers the Air Force 
agreed to pay $153.60 per unit plus $8,660 for tooling charges, as com- 
pared to $115.59 per unit on the basic contract. 

At the July 1958 hearings, the APGC spokesman expressed the 
feeling that the 50 new launchers would prove to be satisfactory both 
in configuration and compatibility with the aircraft. 


DEPARTURE FROM ORIGINAL CONTRACT 


These developments show that the Chromcraft contract has turned 
into something quite different from the initial advertised procurement. 
The original production quantities, prices, specifications, delivery 
dates, and number of preproduction samples all have been changed. 
The Air Force is pursuing a course similar to that in the Weatherhead- 
Polan contracts, whereby the contractor is permitted to submit suc- 
cessive batches of samples with various materials and design changes, 
while the Air Force gives engineering support. 

The wording of the Chromcraft contract, it may be noted, is some- 
what different from that in the Weatherhead-Polan contracts. 
Ostensibly the Air Force sought to avoid some of the complications 
arising from attempted performance under the earlier contracts. 
Thus the Chromcraft contract called for 260 preproduction samples 
as compared with 20 each under the Weatherhead-Polan contracts. 

By enlarging the number of required preproduction samples, the 
Air Force sought more latitude in qualification testing, but 260 sam- 
ples proved to be too many or too few. It took less than 14 of that 
quantity to demonstrate their unsatisfactory makeup, but the changes 
were such that additional samples had to be submitted, and addi- 
tional test launchers procured as a separate transaction. 
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COMPARISON WITH EARLIER CONTRACTS 


The Weatherhead-Polan contracts assumed that if testing of pre- 
production samples revealed discrepancies from contract specifica- 
tions, these could be corrected in the fabricated articles. No explicit 
provision was made for resubmission of samples and further testing. 
On the other hand, Air Force approval of preproduction samples was 
required before the fabricated launchers could be delivered. 

Under these seemingly contradictory provisions, the Air Force 
withheld approval of the defective Weatherhead-Polan samples and 
accepted samples beyond the number specified in the contract, all 
of which turned out to be unsatisfactory. Since no provision was 
made for testing of additional samples at the contractor’s expense, 
the Air Force siawked the costs of such testing. 

The Chromcraft contract contemplated that if discrepancies from 
contract specifications were shown in the samples, new or modified 
samples might be submitted for approval before “fabrication of 
production quantities” was initiated. The contractor was obligated to 
pay for the costs of additional testing and reinspection. 


GOVERNMENT ASSISTANCE OUTSIDE CONTRACT 


The Air Force stepped aside from these contractual terms by ab- 
sorbing the costs of engineering support to Chromcraft in the testing 
of various kinds of tubes and by procuring 50 additional test launch- 
ers at Government expense. Whether the Air Force will bill the con- 
tractor for testing costs on these additional launchers has not been 
decided, according to General Thurman. At issue is the question 
whether the original specifications and drawings were faulty. 

A major difficulty encountered by Chromcraft, as by other con- 
tractors, is the failure of the impregnated paper tubes to stand up 
under firing tests. 

Although procurement of the LAU/3A was advertised on the basis 
of tube and other specifications presumed to be adequate, the Air 
Force assisted the successful bidder by undertaking a tube develop- 
ment and testing program. Between June 13, 1957, and March 31, 
1958, the Air Force expended approximately $20,000 in direct labor 
time and cost of rockets fired in this tube development program. 


TUBE SPECIFICATIONS 


The contract specifications for the tubing to be used in the LAU/3A 
launcher are expressed in general terms, requiring a “nonmetallic 
material, and so constructed as to conform to the functional require- 
ments of the launcher.” Navy specifications on the Aero 7D call for 
tubing which “shall be laminated, paper base, thermosetting ma- 
terial, in tubular form, consisting of four or more plies or layers im- 
pregnated with varnish and cured.” The tubing, in both Air Force 
and Navy specifications, is to meet certain performance and other 
suitability requirements. 

While the Air Force drew up its own tubing and other specifications, 
it utilized the Navy drawings, which advised prospective bidders that 
a tube manufactured by Cleveland Container Co. “or equal” would 
meet specifications (hearings, p. 433). An appended note to these 
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drawings explained that any references to commercial items “are 
intended to be descriptive and not restrictive, and only to indicate the 
characteristic of articles which will be satisfactory” (hearings, 
345). A general proviso in the Air Force specifications states that in 
the event of conflict between the drawings and specifications, the 
latter shall govern. 


CONTRACTOR’S TUBE PROBLEMS 


The tube source (not Cleveland Container) which Chromeraft had 
expected to use in preparing its bid never materialized. Chromcraft 
obtained samples from various companies and even attempted to pro- 
duce tubes in its own plant. These tube samples were sent to the Air 
Proving Ground Center at Eglin for Air Force testing and evaluation 
prior to submission of preproduction launcher samples. An initial 
supply of some 4,000 tubes was obtained from Cleveland Container 
in order to fabricate the 260 preproduction launchers required under 
the contract. Sixteen of these launchers contained tubes supplied by 
Sonoco Products, Inc. 

Cleveland Container tubes used by Chromeraft in making the pre- 
production samples proved not to be satisfactory. Although the Air 
Force, prior to advertising for procurement of the LAU/3A, had test- 
fired “prototype” Aero 7D launchers using the Cleveland Container 
tube, and had reported only minor tube damage, the Chromcraft 
samples using the Cleveland Container tube showed ruptures and other 

major damage. This development suggested either that the Cleveland 
Container tubes procured by Chromcraft were qualitatively different 
from those used in the prototype Aero 7D models or that Chromcraft 
had built the samples in such a way that tube firing was adversely 
affected. 

INADEQUATE TUBE SUPPLY 


The testimony of the Cleveland Container representative on the 
matter of tube specifications is noted in the following section, in con- 
nection with the Navy contract for the Aero 7D. The subcommittee 
observes here that even if the Chromcraft samples had proved accept- 
able, Cleveland Container was not in a position to supply all the tubes 
required for timely production under the Chromcraft contract any 
more than under the Be-Ge contract. 

Neither the Air Force nor the Navy had properly investigated the 
tube supply situation before advertising their procurements and re- 
ferring bidders to Cleveland Container. The successful bidders ac- 
cepted a tube supply burden which could not be carried under the 
delivery requirements of the contracts. This is not to say that they 
were relieved of responsibility for accepting this burden. 

The 16 preproduction samples using Sonoco tubes were considered 
by the Air Proving Ground Center to be an insufficient number for 
conclusive testing; consequently it recommended that additional 
launchers with Sonoco tubes be submitted by Chromcraft. Sonoco 
tubes also will be used in the 50 additional test launchers being pro- 
cured by the Air Force. 

OUTLOOK FOR LAU/3A 


As matters stand now on the Chromcraft contract, the Air Force 
hopes that the 50 additional launchers will prove to be satisfactory 
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and that production of contract quantities will commence about De- 
cember 1, 1958, and be completed a year later. 

Thus the Air Force recital to this subcommittee in February 1957 
that the LAU/3A would be in Air Force inventory within 13 months 
has turned out to be another of those perennial optimistic forecasts 
that fell flat. Twenty months have passed since the decision to pro- 
cure the LAU/3A was made, and 8 years will have passed before this 
production is completed—if it ever will be completed. 


XVII. Limrrep Propuction on Be-Ge ContTRActT 


A year before the Air Force started to procure a modified version of 
the Navy Aero 7D launcher, the Navy decided that “the design was 
sufficiently firm and the drawings adequate to release to production.” 
This decision followed upon a development program in which Century 
Engineers, in cooperation with the Naval Ordnance Testing Station at 
China Lake, Calif., built under contract and tested several hundred 
19-round launchers, introducing design modifications and improve- 
ments which culminated in the Aero 7D (hearings, p. 421). 


BID INVITATIONS FOR AERO 7D 


The drawings and specifications were released to the Navy Purchas- 
ing Office, and IFB No. 600-1143-56 was issued February 29, 1956 for 
14,263 units. Bids were to be opened April 13, 1956, but the invita- 
tion was amended to extend the opening date to April 26 and to make 
certain corrections in the drawings and specifications. 

The apparent low bidder, with a unit price offer of $84.90, was 
Chromcraft Corp., the same company which later received the Air 
Force contract at a unit price of $115.68. A preaward survey of the 
Chromcraft plant led the Inspector of Naval Material at St. Louis 
to conclude that this bidder could not meet the delivery schedule 
specified in the invitation. At the same time Chromcraft alleged an 
error in its bid price and was later permitted to withdraw its bid. 


AWARD TO BE-GE 


The next low bidder, with a unit price offer of $90.51, was the Be-Ge 
Manufacturing Co., of Gilroy, Calif, a wholly owned subsidiary of the 
Oliver Corp. Contract N600(A)42125 was awarded to Be-Ge on 
June 7, 1956. The total contract price, including $450 for prepara- 
tion of a manual, was $4,006,694.13. 

The contract called for a production delivery schedule starting with 
150 units in August 1956, 1,000 in October-November, and accelerated 
amounts until completion in June 1957. A separate provision called 
for the submission of 150 preproduction samples, produced under nor- 
mal production methods and tooling, within 4 months after the date 
of the contract. 

Since the first 150 units under the delivery schedule evidently were 
to be considered as preproduction samples, the contract contained con- 
flicting provisions on the delivery date for the first 150 units. To re- 
concile this conflict, the contract was amended July 13, 1956, to extend 


the initial delivery date to October 1956 and the completion date to 
August 1957. 
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SUBMISSION OF “LEARNING SAMPLES” 


Be-Ge failed to submit 150 preproduction samples by October 7, 
1956, as required under the amended contract. On November 14, 1956, 
the contractor delivered a quantity of launchers, which the Navy des- 

ignated “learning samples,” to the Naval Ordnance Test Station at 
China Lake. The purpose of these “learning samples,” according to 
Navy testimony, was to enable the contractor to evaluate his produc- 
tion methods and techniques (hearings, p. 422). 

No “learning samples” were specified in the contract. Rear Adm. 
James S. Russell, then chief of the Bureau of Aeronautics, advised the 
subcommittee by letter of January 23, 1957, that “these tests were 
performed at the contractor’s expense on learning samples, and were 
used by the contractor for quality control purposes.” Actually, Be-Ge 
bore the expense of their fabrication, but the Navy paid for the testing. 
The testing expenses, as estimated by the Navy, were $750 for range 
time and $6,650 for rockets fired Chanting p. ‘BB1). Such testing of 
launchers was said to be in accord with Navy policy and practice. 
Lee Morgan of the Bureau of Aeronautics stated that the contrac- 
tor had requested this evaluation “and we saw no reason to deny them 
verification of their production setup” (hearings, p. 426). 

Expenses incurred in Navy testing of “learning samples,” from that 
point of view, represented a contribution to the contractor to help 
him qualify for production. Recognizing that such assistance has 
been rendered to other contractors as well, the subcommittee does not 
believe that ordinarily it would be a permissible Government outlay 
under an advertised procurement, which puts upon the successful 
bidder the financial risks of production. 

In one sense, the Navy contribution by testing “learning samples” 
was an evasion of the contractual provision relating to preproduction 
samples. The Be-Ge contract specified that any preproduction sam- 
ples which failed to conform to specifications were to be corrected and 
resubmitted by the contractor, who was to pay the cost of reinspection, 
examination and testing by the Government. By testing advance 
“learning samples” at Government expense, the Navy reduced the like- 
lihood of financial risks to the contractor in regard to preproduction 
samples. 

REASONS FOR DELAY IN PREPRODUCTION SAMPLES 


By letter dated December 19, 1956, Admiral Russell stated to the sub- 
committee that delays in delivery of the 150 preproduction samples 
were due to defective tubes supplied by a subcontractor, a change in 
tube specifications made by the Navy, an inadvertent use of an out- 
of-date drawing by the tube supplier, and time spent by the contractor 
in reviewing and checking the drawings and preparing engineering 
orders to correct minor drawing deficiencies. According to Admiral 
Russell: “This is normal procedure when equipment is released for 
the first time to production, and varies with the complexity of the 
unit.” 

Although the 19-round launcher had been under development since 
April 1952, it appears to the subcommittee that the Navy was pre- 
mature in deciding that design specifications and drawings were suf- 
ficiently firm by February 1956 to justify an advertised procurement. 
In the ordinary case, an advertised procurement presupposes that 
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the article to be procured has been successfully manufactured before 
and can be manufactured again by any one of a number of competing 
firms. 


ANTICIPATION OF DRAWING ERRORS 


Rear Adm. Joseph N. Murphy, then assistant chief for procurement 
of the Bureau of Aeronautics, stated that in awarding the Be-Ge con- 
tract, the Navy anticipated there would be errors in the drawings, 
which the contractor would have to correct. At the same time, Mr. 
Morgan of the Bureau expressed the opinion that the drawings and 
spec'fications were fully adequate for this type of procurement (hear- 
ings, pp. 428, 432). 

Admiral Murphy pointed to the contractual requirement for 150 pre- 
production samples as evidence that the Navy anticipated errors in the 
drawings and desired to “prove out” these drawings before permitting 
the contractor to commence production (hearings, p. 430). In a pre- 
pared statement he said (hearings, p. 421) : 


The contractor could not proceed with the manufacture of 
the balance of the order until the Navy had tested and evalu- 
ated the 150 units to verify the adequacy of the drawings and 
specifications for further production, and to determine what 
changes were necessary in the remaining launchers. 


In effect, the requirement for this large number of preproduction 
samples, taken together with the “learning samples” was a device to 
permit further development work on what was supposed to be a pro- 
duction item suitable for advertised procurement. The need for such 
development work made it inevitable that production would be delayed 
and price adjustments would be made in consequence of changes in 
contract drawings and specifications. 


DIVERGENT VIEWS ON ENGINEERING CHANGES 


Admiral Murphy dismissed the engineering changes as largely— 


minor ones, such as slight drawing errors of tolerances or di- 
mensions which are frankly things you must expect until you 
have proved the production package by actual production 
(hearings, p. 430). 


The contractor, for his part, regarded the engineering changes as a 
major task never anticipated at the time of his bid (hearings, p. 565). 
In September 1956 he advised the Navy that the launcher design was 
not sufficiently stable to permit production according to the contract 
delivery schedule, that some 50 engineering change orders were in 
process, involving 800 hours of engineering time; and that the time 
required to determine the inadequacy of drawings or specifications had 
caused the delay or halting of production planning, ordering of com- 
ponents, some capital expenditures, and tooling progress (hearings, 
p. 592). 

Among basic deficiencies in the drawings cited by the contractor 
were those applying to the detent, seal, retainer ring, fairing band, and 
intervalometer (hearings, p. 591). 

On November 23, 1956, the Navy amended the Be-Ge contract to pro- 
vide for some 60 engineering changes, while others were still under 
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consideration. By letter of December 19, 1956, Admiral Russell stated 
to the subcommittee: 


No negotiations for price adjustments have been entered 
into with the contractor. It is intended that this action will 
be accomplished after the 150 preproduction samples have 
been delivered and tested. Since it is possible that additional 
changes may be required which could involve cost, it is be- 
lieved that the most efficient procedure is to negotiate all 
price changes at one time. It is further believed that, as of 
this writing, the component cost increases are compensated 
for by cost decreases and that no significant changes in con- 
tract price will be made. 


All preproduction samples were shipped from the Be-Ge plant by 
January 1957, some 3 months after the required contract date; the 
Navy evaluation was completed by February 8, and the contractor 
was instructed to proceed with production on February 14, 1957. 
This instruction, in the form of an amendment to the contract, also 
incorporated 45 additional engineering change orders. 


PRICE ADJUSTMENTS 


By the time of the hearings on March 28, 1957, the contractor 
had requested 130 changes in drawings or specifications (hearings, 
p- 430). Although the preproduction samples had been delivered 
and approved, Admiral Murphy stated that the negotiations for 
price changes were still in abeyance. Actual production experience 
was considered necessary to determine some of the change values. 
However, he reiterated Admiral Russell’s statement of December 
1956 that price increases would be balanced by decreases and no 
significant price change per unit would result (hearings, p. 422). 

The subcommittee was advised at the July 1958 hearing that the 
contractor had prepared a total of 156 engineering changes, of 
which 140 were accepted by the Navy and written into the contract. 
Price adjustments to compensate for certain of these changes had 
been the subject of several meetings between Navy and contractor 
personnel. 

Of the 140 engineering changes accepted, some 48 involved price 
adjustments. Tentative agreement has been reached on 22 items, 
involving an increase of $146,562 and a decrease of $66,644, or a net 
increase of $79,918. 

For the remaining 26 items still in dispute, the contractor has 
asked for an increase of $258,743 and the Navy for a decrease of 
$183,867, leaving a net difference of $74,876. 

A possible total net increase of $154,794 indicated by these figures 
would mean an increase of about $3.50 per unit in the 44,263 launchers 
under contract, for which the original unit price was $90.51. 


TEST WAIVERS 


Testing specifications for the Aero 7D called for the selection of 
samples from each lot, which were to be subjected to a variety of 
laboratory tests and firing and flight tests. Lot sizes ranged from 100 
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to 500 launchers, depending on the production run, and samples per 
lot varied from 3 to 7. 

_Environmental tests for high and low temperature, salt spray and 
vibration, have been waived on 3 of every 4 lots commencing with lot 
No. 17. The Navy said these waivers were based on confidence in the 
quality of the contractor’s production. 

Of the launchers produced by July 1958, representing less than 
one-third of the total production, eight lots were rejected in laboratory 
or firing tests, due primarily to bulkhead failures or fairing defi- 
ciencies. Upon retesting, these lots were approved. 


TUBE PROBLEMS 


Throughout the whole period, the contractor was plagued with the 
problem of obtaining an adequate supply of tubes which would meet 
contract specifications. As noted in the discussion of the Chromcraft 
contract, the Navy drawings, prepared by Century Engineers, repre- 
sented that a Cleveland Container Co. tube “or equal” would meet the 
specifications. Mr. Morgan of the Bureau of Aeronautics explained 
that after testing various types of tubes— 


we finally came to the cheapest and most effective tube that 
we could locate and it happened to be a tube that was obtained 
from Cleveland Container Co. This tube met all require- 
ments (hearings, p. 432). 


Be-Ge ordered a quantity of tubes from Cleveland Container against 
which it received a partial shipment of 5,880 in October 1956. The 
Inspector of Naval Material at San Francisco, who had cognizance 
over the Be-Ge contract, found upon inspection of samples of these 
tubes that their inside and outside dimensions were larger than those 
specified in the drawings and that their compressive strength was 
substantially less than the 7,000 pounds per square inch stated as 
a’ minimum in the contract specifications. He advised the Bureau of 
Aeronautics of these findings, saying also that Cleveland Container 
had indicated it could not make tubes to the compressive strength 
required in the specifications and that Be-Ge could find no other tube 
supplier to meet this requirement. An investigation was requested to 
determine if the specification requirements and drawing tolerances 
were realistic (hearings, p. 566). 


REVISION OF TUBE SPECIFICATIONS 


Mr. Morgan testified that he revised the specification on the com- 
pressive strength of the tubes downward to 4,000 pounds per square 
inch after receiving advice from Cleveland Container that the orig- 
inal specification was in error and after tests conducted by the Naval 
Ordnance Test Station (hearings, p. 434). Lt. Comdr. T. F. Taver- 
netti of the Bureau of Aeronautics also testified that deviations in the 
diameter tolerances were allowed after it was decided “that these 
tolerances now are adequate and will satisfy production procedures 
and methods” (hearings, p. 437). Later testimony also disclosed that 
the specification limit on water absorption was raised from 18 to 25 
percent to make possible the use of these tubes. 
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Be-Ge wanted these waivers from original specifications so that it 
could proceed to fabricate the 150 preproduction samples already 
overdue. Subsequently it asked that the waivers on dimensional 
tolerances be extended to additional tubes from Cleveland Container, 
which were granted. Use of the Cleveland Container tubes with 
oversize dimensions created additional problems in assembling the 
launcher (hearings, pp. 569, 591). 

From the first batch of 5,800 tubes, Be-Ge produced the 150 pre- 
pee samples and another 100 or so launchers after being re- 
eased to production in February 1957. It was forced to suspend 
operations in March 1957 for lack of additional tubes. After “long 
delays” attributed to “character changes” in the Cleveland Container 
tubes which held up approval by the Inspector of Naval Material at 
Cleveland, an additional 8,700 tubes were received by Be-Ge early 
in April 1957. These were used for stretched-out production of a 
small number of units per day (hearings, p. 588). 


INADEQUATE TUBE SUPPLY 


To meet its contract delivery schedule, Be-Ge said it needed 100,000 
tubes per month. Cleveland Container, regarded by Be-Ge as the 
only available supplier at the time, was reported able to produce a 
maximum of 20,000 tubes per month with existing incilities and 
50,000 per month after expansion. To achieve the 50,000 monthly 
capacity, a minimum order of 400,000 tubes was said to be demanded 
(hearings, pp. 588-589) . 

Furthermore, according to Be-Ge reports, Cleveland Container 
offered a commercial tube known as Clevelite L-20 and refused to 
certify that it would meet all the contract specifications (hearings, 
pp. 588, 590). 

CLEVELAND CONTAINER TESTIMONY 


Harvey C. Sims, Washington office manager for Cleveland Con- 
tainer, testified on March 26, 1957, that in dealing with both Be-Ge 
and Weatherhead, his company had “always insisted that the tube 
we are going to supply is our regular commercial Clevelite tube” 
(hearings, p. 324). He said the company was not informed in ad- 
vance that its tube would be cited in the Navy drawings on the Be-Ge 
contract nor was it afforded an opportunity to state whether its tube 
would meet the specifications. 

In Mr. Sims’ belief, the specifications were too close on tolerance for 
the tube supplied by Cleveland Container. While the tubes might 
conform to specified dimensions under certain conditions of tempera- 
ture and humidity, these dimensions could be altered by changes in 
these environmental conditions (hearings, pp. 326, 328). 

Be-Ge never solicited a price quotation from Cleveland Container 
prior to submission of its bid. As Mr. Sims understood it, Be-Ge esti- 
mated its tube cost at about 30 cents per unit when the phenolic tube 
of commercial variety available at Cleveland Container cost about 
$1.00; consequently, Be-Ge was ever on the search for a cheaper tube 
(hearings, pp. 330-331). 

Mr. Sims testified further that Be-Ge tried to negotiate a cheaper 
price for the tube and that Be-Ge limited its purchase order to 30,000, 
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against which 14,400 had been delivered (Be-Ge subsequently placed 
orders for additional tubes). 

The capacity of the Cleveland Container plant, Mr. Sims said, was 
sufficient to produce 50,000 units per carnal on the Be-Ge contract. 
He adverted to the problem of financing plant expansion to supply 
large military orders of a temporary nature (hearings, p. 330). 


SEARCH FOR CHEAPER TUBE 


Mr. Morgan, speaking for the Bureau of Aeronautics, later ex- 
pressed the opinion that if Be-Ge had placed an order for all its tube 
requirements with Cleveland Container, that company possibly could 
have expanded its production facilities and provided the necessary 
number of tubes. His testimony accorded with that of Mr. Sints when 
he said that Be-Ge didn’t want to pay the price of the Cleveland Con- 
tainer tube and therefore explored cheaper sources. 

The Navy assisted Be-Ge in developing new tube sources. Said 
Mr. Morgan : “We didn’t want to bankrupt him.” 

A tube developed by the Globe Container Co. appeared to be the 
most promising of several tested at the Naval Ordnance Test Station. 
Out-of-pocket costs exceeding $3,000 were incurred by the test sta- 
tion in helping Be-Ge find a cheaper tube. The Navy represented this 
effort as an attempt to develop a more “open market” for launcher 
tubes and as a normal part of its technical development work. 


FURTHER REVISIONS IN TUBE SPECIFICATIONS 


In production lot 76 the Bureau of Aeronautics permitted Be-Ge 
to manufacture 24 launchers with Globe Container tubes. For this 
purpose, the Bureau agreed to raise the specification limit on water 
absorption from 18 to 50 percent. When it was found that the curing 
process to meet this revised limit would delay production, a water ab- 
sorption rate of 65 percent was allowed. Also the specification limit 
for acetone extraction was raised-from 714 percent to 30 percent on 
the 24 launchers with Globe Container tubes and to 15 percent for sub- 
sequent production lots utilizing these tubes. 

eginning with lot 110, a changeover was made from Cleveland 
Container to Globe Container tubes. 


RETARDED DELIVERIES 


Tube problems were the major cause of frequent production delays 
on the Be-Ge contract. By June 7, 1957, 1 year after the contract was 
signed, Be-Ge had shipped only 253 of the 44,263 launchers under 
contract. At the end of August 1957, when deliveries were to have 
been completed, Be-Ge had shipped only 2,668 units, about 6 percent 
of the total quantity. On July 14, 1958, the Navy reported that Be-Ge 
had shipped 13,391 launchers, less than one-third of the total. 

The expectation was that deliveries would be completed in January 
1959. If that expectation is realized, the contract will have been com- 
pleted 114 years late. 

Rear Adm. W. T. Hines, Assistant Chief for Procurement of the 
Bureau of Aeronautics, stated to the subcommittee that this late de- 
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livery was acceptable because the Navy now had fewer operating air- 
craft and less urgent tactical requirements. 


CONFUSED RESPONSIBILITIES 


As in the case of the Air Force contract with Chromcraft, the Navy 
contract with Be-Ge developed into something quite different from the 
original advertised procurement. Contract prices, specifications and 
delivery dates all were changed. 

Strict accountability for failure to perform was not imposed on the 
contractor. In fact, he received only one formal notice of delinquency 
many months after becoming delinquent, and nothing was done about 
it. Responsibilities evidently were so intermingled between the con- 
tractor and the Government that they could not be clearly assessed. 


Section XVIII. List or Wirnesses 
MILITARY AGENCY WITNESSES 


Department of the Navy: 

Rear Adm. Robert Emmet Cronin, Office of Industrial Relations. 

Rear Adm. Wellington T. Hines, Assistant Chief, Procurement, 
Bureau of Aeronautics. 

Rear Adm. Joseph N. Murphy, Assistant Chief, Procurement, 
Bureau of Aeronautics. 

Lt. Comdr. Joseph F. Allen, Shumaker Naval Ammunition 
Depot. 

Lt. Comdr. R. A. Spargo, Director, Purchase Division, Procure- 
ment Office, Washington, D. C. 

Lt. Comdr. Thomas Frederick Tavernetti, Bureau of Aeronau- 
tics. 

Lyle J. Bercier, armament technician, Bureau of Aeronautics. 

John W. Campbell, Bureau of Aeronautics. 

Eric Collins, congressional liaison, Bureau of Aeronautics. 

M. G. Evans, Engineering Department, Naval Ordnance Test 
Station. 

William M. Hauck, Bureau of Aeronautics. 

Lee Morgan, project engineer, Bureau of Aeronautics. 

Frederick Sass, Jr., Chief Counsel, Bureau of Aeronautics. 

James S. Tassin, Assistant Director, Contracts Division, Bureau 
of Aeronautics. 

Department of the Air Force: 

Maj. Gen. Edward Mechling, Headquarters, Air Force Arma- 
ment Center. 

Maj. Gen. William T. Thurman, Deputy Director, Procurement, 
Headquarters, Air Materiel Command. 

Col. Jan M. Laitos, Air Proving Ground Center, Eglin Air Force 


ase. 
Col. E. H. Wilson, Chief, Aeronautical Equipment Division, 
Headquarters, Air Materiel Command. 
Maj. William H. Brassfield, Directorate of Development, Air 
Proving Ground Center, Eglin Air Force Base. 
Maj. John McGowan, Cleveland Air Procurement District. 
Maj. Gene Shoemaker, Cleveland Air Procurement District. 
Capt. C. E. Thurman, Headquarters, Air Materiel Command. 
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Lt. L. D. Gschwing, Directorate of Development, Air Proving 
Ground Center, Eglin Air Force Base. 

Lt. R. A. Kirkpatrick, Weapons Guidance Laboratory, Wright 
Air Development Center. 

John W. Balch, Weapons Guidance Laboratory, Wright Air 
Development Center. 

C. L. Bonkofsky, Directorate of Supply, Air Materiel Command. 

Edward M. Gabel, buyer, Air Materiel Command. 

Frank T. Geyer, contracting officer, Air Materiel Command. 

John Gibbs, contracting officer, Air Materiel Command. 

A. G. Hoffman, Dayton Air Production District. 

Albert Lansing, Air Force Armament Center. 

Lloyd Poe, Headquarters, Air Materiel Command. 


William E. Pollock, procurement and production, United States 
Air Force. 


John C. Powell, buyer, Air Materiel Command. 
Olan W. Prosser, contracting officer, Air Materiel Command. 


Charles A. Rush, production survey staff, Headquarters, Air Ma- 
teriel Command. 


Donald G. Sharp, Headquarters, Air Materiel Command. 

Jack J. Slamer, buyer, Air Materiel Command. 

Gerritt W. Wesselink, Associate General Counsel, Headquarters, 
United States Air Force. 


CIVIL AGENCY WITNESSES 


General Accounting Office: James H. Hammond, Assistant Direc- 
tor, Audit of Negotiated Defense Contracts. 

Small Business Administration : Theodore Haugh, liaison officer to the 
Office of the Secretary of Defense. 


INDUSTRY WITNESSES 


Irving L. Babbitt, president, Century Industries Corp., San Pedro, 
Calif. 


E. G. Polan, president, Polan Industries, Huntington, W. Va. 
Harvey C. Simms, manager, Washington office, Cleveland Container 


Co. 
XIX. Appenpix 


ComMPTROLLER GENERAL’S OPINIONS ON ADMINISTRATIVE CONTROL OF 
SUBCONTRACTING 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 14, 1958. 
B-135614 
Hon. Cxer Howtrtexp, 
Chairman, Military Operations Subcommittee, Committee on 
Government Operations, House of Representatives. 

Dear Mr. CHatrman: Further reference is made to your letter of 
March 20, 1958, requesting our advice as to whether the Small Busi- 
ness Administration and the Department of the Air Force had au- 
thority to limit subcontracting by a small-business firm to a big-busi- 
ness firm under a set-aside procurement. In that connection, you 
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refer to our decision B-123338, dated May 12, 1955, reported at one 
fourth Comptroller General ‘Decision, page 595, and request to 
advised whether said decision would preclude the promulgation of 
administrative regulations to limit such subcontracting by a small- 
business firm. 

The decision in Thirty-fourth Comptroller General Decision, page 
595, addressed to a protesting bidder, held that neither the Walsh- 
Healey Public Contracts Act nor the Armed Services Procurement 
Act precluded the award of a contract to a firm which contemplated 
subcontracting. However, the decision did not imply that the cited 
statutes precluded reasonable administrative qualifications upon sub- 
contracting. In fact, we have recognized the authority of a procure- 
ment agency to impose reasonable limitations upon the right of a 
contractor to subcontract all or portions of the work. (See generally 
37 Comp. Gen. 196.) 

We can find no language either in the Armed Forces Procurement 
Act, as codified in title 10, United States Code, or in the Small Busi- 
ness Act which reasonably could be regarded as effectively precluding 
the promulgation of a regulation such as referred to in your letter. 
In fact, the issuance of such a limiting regulation would seem to be 
in furtherance of both the spirit and intent of the statutes affecting 
small business participation in Government contracting. Such au- 
thority is exemplified by regulations contained in ASPR-1-706.5 (c), 
1-706.6 (c), 1-707, 7-104.14, and title 13 Code of Federal Regulations, 
section 103.3 (b) (3) which provide generally for subcontracting to 
small business under set-aside procurements and contracts over $5,000. 

Also, your attention is invited to the enclosed copy of our decision 
B-131078, February 26, 1958, to the effect that a procurement agency 
could require by contract provision that no portion of the work under 
a contract could be sublet, except subject to the determination and 
approval by the contracting officer of a proposed subcontractor’s quali- 
fications to perform the work in a capable and reasonable manner. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


ComMPTROLLER GENERAL OF THE UNITED STArTEs, 
Washington, February 26, 1958. 
B-131078 
The honorable the Secrerary OF THE ARMY. 


Dear Mr. Secretary: In letter of September 30, 1957, the Assistant 
Secretary of the Army (Logistics) requested our assistance in develop- 
ing an acceptable and workable procedure to protect the Government 
from unscrupulous subcontractors. We were told, in part, that, in 
view of the fact that certain clothing manufacturers have engaged 
in fraudulent and criminal practices, such as the misappropriation of 
Government-furnished materials, bribery of Government employees, 
submission of false reports and false claims, substitution of inferior 
items for those previously approved by Government inspectors, and 
deliberate, fraudulent submission of substandard items, it is felt that 
the Government is not fully protected merely by denying the offending 
firms contracts, but that it must establish bid-and-contract conditions 
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which will preclude them from participation in the performance of 
ee as subcontractors for end item or major component manu- 
acture. 

The General Accounting Office has always been deeply concerned 
with conditions which operate as restrictions upon the competitive 
procurement system. As a general rule, its position has been that, 
to give effect to section 3709, Revised Statutes (41 U. S. C. 5) (see 
also, 10 U. S. C. 2305 (b) and 41 U.S. C. 253 (b)), all bids should 
be received and given consideration on an equal basis. At the same 
time, it has recognized that there might be instances in which a lack 
of responsibility would be so evident that a particular bidder properly 
could be placed in a status (variously denominated suspension, de- 
barment, or ineligibility) and denied awards over a reasonable period 
of time after detailed notice, etc. (to enable it to correct objectionable 
conditions) (14 Comp. Gen. 313 (1934)). 

Originally, it was believed necessary to take the rather stern view 
that prior unsatisfactory service or irregularity in performance was 
not a valid reason for subsequent refusal to consider bids. It was felt 
that the Government would be fully protected by bid and performance 
bonds that could be required. However, in recent years, more exten- 
sive and complicated procurements have resulted in more definite and 
specialized administrative needs. The development can be measured 
best, perhaps, by the approach taken in the last 10 or 15 years to the 
entire question of restrictive qualifications. It has been recognized 
generally that establishment of the qualifications of bidders is a func- 
tion primarily of the administrative office, and that the wide degree 
of discretion involved should not be questioned in the absence of a 
clear showing of bad faith or lack of a reasonable factual basis (35 
Comp. Gen. 167; 36 Comp. Gen. 649). Also, it has been recognized 
generally that reasonable qualifications encompass areas not only of 
financial responsibility but of “judgment, skill, integrity, and fitness 
and ability to perform” (26 Comp. Gen. 676; 28 Comp. Gen. 662; 30 
Comp. Gen. 235). Experience or past performance (upon which 
the ineligibility status is predicated) usually is accepted, perhaps not 
as a distinct qualification, but as a measure in evaluating basic quali- 
fications of capability and responsibility. Thus, we approved rejec- 
tion of a low bid for equipment of a design as yet untested (34 Comp. 
Gen. 227) and agreed to conditions for motion-picture services re- 
quiring an individual with experience and past performance demon- 
strating ability of a needed degree (20 Comp. Gen. 862) (21 Comp. 
Gen. 56; 26 Comp. Gen. 676; 34 Comp. Gen. 86; 35 Comp. Gen. 411). 
In Thirty-fifth Comptroller General Decisions, page 161, it was 
agreed that an experience qualification has been found to be more 
important in obtaining services (which could include manufacturing 
of clothing from Government furnished materials) than it is in ob- 
taining supplies, since rejection of substandard performance, if en- 
countered, results in greater disruption of business and is less readily 
corrected or replaced. 

The problem has been consistently dealt with by trying to keep the 
channels of competition open. This has involved an increasing need 
to reconcile the restrictions of qualifications necessary to meet de- 
tailed agency requirements with the overall responsibility of seeing 
that exclusions from competition for contracts are reasonable. With 
respect to the exclusion of persons placed in a status of ineligibility to 





Eanes Shed a Some 





108 ROCKET LAUNCHER PROCUREMENT 


receive awards, however, some unresolved problems exist in the area 
where this status is imposed administratively without authorizing or 
governing legislation. Statutory debarments are three in number— 
Davis-Bacon Act, Walsh-Healey Act, and the Buy American Act 
(there also is a sort of hybrid under sec. 512 of the National Housing 
Act, 12 U.S. C. 1731a). Administrative debarments (employing the 
term broadly to cover the status of exclusion) originally were care- 
fully reviewed here. In recent years such a review largely has been 
abandoned in favor of more autonomous administrative action, al- 
though protests by dissatisfied bidders are given careful consideration 
to see that bidders are treated fairly and the Government receives 
the benefits contemplated by the applicable procurement statutes 
which require, either expressly or impliedly, that award be made to 
that responsible bidder whose bid conforms to the invitation specifica- 
tions and will be most advantageous to the Government. 

The matter of subcontractors’ qualifications has received considera- 
tion. While statutory debarment ordinarily does not, per se, preclude 
legitimate subcontracting with contractors doing business with the 
United States, the propriety of limiting by contract condition the use 
of subcontractors to those having qualifications, including experience, 
etc., of a necessary order has been recognized (37 Comp. Gen. 196). 

It seems clear, therefore, that the situation confronting the Army 
is not new in its essentials and that the problems it presents may be 
sympathetically considered within the  permaecrade of more or less 
established and desirable precedents. That is to say, the proper use 
of administrative procurement controls which preclude performance 
by incapable or irresponsible persons, whether as prime contractors 
or as subcontractors, even though restrictive of competition to that 
extent, is not inconsistent with the functioning or objectives of the 
competitive procurement system, and is in order under our decisions. 

The least complicated way of achieving the desired procurement 
control would appear to be a simple contract condition (to which 
special attention should be called in invitations) that no portion of 
the work be sublet, except subject to determination and approval by 
the contracting officer of a proposed subcontractor’s qualifications to 
perform the work in a capable and responsible manner. The same 
standards then could be applied in ascertaining the fitness of a sub- 
contractor as were observed in determining the fitness of the prime 
contractor. Such a condition not only would result in clear ok defi- 
nite obligations but, also, have the virtue of leaving questions relating 
to the propriety of debarment status, if any, for resolution as sepa- 
rate matters. Obviously, authority to make a determination of fit- 
ness must precede and exist independently of its exercise in any par- 
ticular instance, and debarment situations, as indicated, often pose 
troublesome questions on an individual basis. 

From informal discussions with members of your staff it is under- 
stood that a procurement control of this nature would be workable 
and, supplementing such other incidental conditions as may be essen- 
tial cecuahenn in instances of particular procurements, will satisfac- 
torily serve the needs of your Department. 

Sincerely yours, 
Frank H. WEetrzet, 
Assistant Comptroller General of the United States. 


O 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTY-SEVENTH REPORT 


SUBMITTED BY THE EXECUTIVE AND LEGISLATIVE 
REORGANIZATION SUBCOMMITTEE 


On August 15, 1958, the Committee on Government Operations had 
before it for consideration a report of its subcommittee entitled, 
“Importation of Foreign Excess Property.” 

After consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


I. Foreworp 


Pursuant to its duties, under the Legislative Reorganization Act of 
1946, (1) of studying the operation of Government activities at all 
levels with a view to determining its economy and efficiency, and, (2) 
of exercising continuous watchfulness of the execution by the admin- 
istrative agencies concerned of any laws, the subject matter of which 
is within the jurisdiction of the committee, the Committee on Gov- 
ernment Operations has conducted a study of the manner in and 
efficiency with which the foreign excess property clause of section 402 
of the Federal Property and Administrative Services Act of 1949 
(Public Law 152, 81st Cong.), reported by this committee, has been ad- 
ministered by the Department of Commerce. 


2 
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As used in this report, the term “foreign excess property” refers to 
nonagricultural personal property owned by the United States and 
which has been declared excess to the needs of the agency having juris- 
diction over such property and has been sold or offered for sale out- 
side the continental limits of the United States, Hawaii, Alaska, 
Puerto Rico, or the Virgin Islands. 

Section 402 of the Federal Property and Administrative Services 
Act of 1949, as amended, prohibits imports of foreign excess property 
into the United States unless, in the case of nonagricultural goods, the 
Secretary of Commerce determines that the importation of such prop- 
erty “* * * would relieve domestic shortages or otherwise be bene- 
ficial to the economy of this country, * * *.” The Secretary of Com- 
merce has delegated the authority to make this determination to the 
Foreign Excess Property Officer in the Business and Defense Services 
Administration. 

This study was undertaken after receiving complaints of American 
manufacturers who alleged that the Department of Commerce is sub- 
verting the intent of Congress, namely, that imports of foreign excess 
property should be limited to situations where such imports would 
relieve a domestic shortage or otherwise be beneficial to the economy 
of the country. 

The Executive and Legislative Reorganization Subcommittee held 
hearings on the matter on July 28-30, 1958. In addition, it has re- 
ceived correspondence and has gathered a sizable amount of data on 
the subject. Although there is but a short time between the hearing 
dates and the probable adjournment of Congress, the committee has 
decided to present. the following brief report on this important matter 
before adjournment. 

This report contains the highlights of the investigation and the 
major observations and recommendations the committee wishes to sub- 
mit on the matter at this time. The committee is gratified to learn 
that the Secretary of Commerce has, as a result of the subcommittee 
hearings, now been awakened to the fact that the Commerce Depart- 
ment’s foreign excess property operations are in need of a thorough 
review by him whether or not amendment of the act seems required. 
On August 7, 1958, he addressed the following letter to the chairman 
of the committee: 

THE SECRETARY OF COMMERCE, 
Washington, D. C., August 7, 1958. 
Hon. Witt1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is in further reply to your letter of 
July 29, 1958, regarding our functions in connection with foreign 
excess property disposals. 

My examination of this matter, as well as the hearings before your 
subcommittee suggest the possibility of a need for a thorough revision 
of the procedures and statutes governing this area of our operations. 
T have instituted such a study with a view toward making, as promptly 
as possible, any improvements that may be made under current law, 
and recommending legislation to make such necessary changes in the 
law as may be required. This study is receiving my personal attention 
and it will be diligently pursued. Iam sure that a progress report of 
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such action as seems indicated can be made by the time Congress recon- 
venes in January. We should, of course, be happy to make such a 
report available to your subcommittee at that time. ( 

In view of this, I think the subcommittee would be better served if 
my requested appearance to discuss this subject were deferred until a 
later date. I trust this procedure will be satisfactory to you. 

Sincerely yours, 
Srnciam WEEKES, 
Secretary of Commerce. 


In light of the Secretary’s letter, the committee is hopeful that its 
hearings and this report will bring about the necessary improvements 
in the administration of the law. The committee will, however, kee 
the subject under active and continuous study and will hold suc 
further hearings and issue such further reports as it believes appro- 

riate. 
: II. Fryprnes anp RecoMMENDATIONS 


FINDING 


The committee has found no one in Government who knows how 
much foreign excess property is imported into the United States. Yet, 
no foreign excess property can come into the United States unless 
the Commerce Department determines that such importation “will re- 
lieve domestic shortages or otherwise be beneficial to the economy of 
this country.” The Commerce Department has made a blanket de- 
termination that the unrestricted importations of scrap metal would 
be beneficial to this country but in every other case a specific import 
permit is required. A copy of each import permit issued is sent to 
the customs port of entry named by the importer. The permits have 
a 6-month time limit and customs officials record on the permit itself 
any import entries pursuant to that permit. Commerce Department 
officials testified that it would be administratively feasible for the 
Commerce Department and the Customs Bureau to arrange for a re- 
porting back of foreign excess property imported. 


RECOMMENDATION NO. 1 


The Commerce Department and the Customs Bureau should pro- 
vide administratively, that, after a permit expires, the customs 
officers at the port of entry shall report back to the Commerce De- 
partment the amount and nature of the foreign excess property im- 
ported pursuant to that permit. 





FINDING 


The import permits issued by the Commerce Department use such 
broad and general descriptions of the goods to be imported that the 
goods cannot be identified by the customs officials at the ports of entry 
nor can anyone determine for which of many thousands of items 
under each category the permits were issued. The failure of the 
Commerce Department to enforce its own regulations has contributed 
significantly to this situation. 


+See printed hearings, Importation of Foreign Excess Property, House Committ n 
Government Operations, 85th Cong., July 28, 1958. zw ve 
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RECOMMENDATION NO. 2 


The Commerce Department should enforce its nn so as to 
obtain an accurate description of the goods for which permit applica- 
tions are made. Such detailed descriptions should be carried over 
to and become a part of the import permit. 





FINDING 


The single but vital function delegated to the Secretary of Com- 
merce by the Congress regarding imports of foreign excess property 
is for the Secretary to make a determination “that the importation 
of such ae would relieve domestic shortages or otherwise be 
beneficial to the economy of this country, * * *.” The Secretary has 
delegated this duty to a Foreign Excess Property Officer. Such a 
delegation does not divest the Secretary of Commerce of his responsi- 
bility under law. In oe this determination, the Foreign Excess 
Property Officer, acting in behalf of the Secretary, has no standardized 
pattern of procedure and is not even required to clear or consult with 
anyone whatsoever. (See hearings, July 28,1958.) Industry special- 
ists for the Department of Commerce and the Foreign Excess Prop- 
erty Officer work in the same division; i. e., Business and Defense 
Services Administration. The 24 industry divisions in the Business 
and Defense Services Administration of the Department of Commerce 
have the responsibility of knowing the economic near of a par- 
ticular industry at a given time. Yet, these specialists, at times are 
not even consulted. As a result, permits for the importation of 
foreign excess property have been issued in a number of cases where 
no domestic shortage existed and where such permits were not bene- 
ficial but were actually detrimental to the domestic economy because 
of the already depressed state of the industries affected. 


RECOMMENDATION NO. 3 


The Secretary of Commerce is responsible under the law and should 
formulate more definite criteria under which specialized informa- 
tion would be utilized in every case to serve as a guide for the Foreign 
Excess Property Officer nm making his determination that the importa- 
tion of specific goods “will relieve domestic shortages or otherwise be 
beneficial to the economy of this country, * * *.” The applicant 
should be required, as a condition precedent to the consideration of 
his application, to furnish data appropriate to the criteria. False 
information would make the applicant liable to prosecution. 





FINDING 


There is no established procedure for finding out what happens to 
foreign excess property which is imported into the United States pur- 
suant to import permits issued by the Commerce Department. Before 
foreign excess property can be imported into the United States the 
Commerce Department must make a judgment that such importation 
“will relieve domestic shortages or otherwise be beneficial to the econ- 
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omy of this country * * *.” Knowledge as to the manner in which 
goods were disposed would enable the Commerce Department to assess 
more intelligently the benefit to the economy for future applications. 
In addition such knowledge would show compliance with permits con- 
taining stipulated conditions of disposal. 


RECOMMENDATION NO. 4 


The Commerce Department should forward to the importer along 
with the import permit a form which must be returned to the Depart- 
ment containing answers to specific questions designed to show how 
the foreign excess property enters the stream of domestic commerce. 
When goods are subject to bond, as scrap or for reexport, administra- 
tive measures should be taken to insure that evidence of compliance 
with the terms of the bond is furnished the Commerce Department. 


FINDING 


Import permits issued by the Department of Commerce are not 
numbered, lettered or in any way serialized for identification purposes. 
When the Foreign Excess Property Officer issues a permit he does not 
readily know how many were issued previously. Benita can be re- 
moved from the files without the knowledge of the Foreign Excess 
Property Officer. It is not enough to issue permits on erasure-proof 
paper. Numbered permits would, in addition, afford much better 
paper organization and control. 


RECOMMENDATION NO. 5 


All import permits issued by the Department of Commerce should 
be numbered for identification and control purposes. 


FINDING 


The committee found that the entire system of compliance and 
control procedures within the intent of section 402, Public Law 152, 
8ist Congress, for the protection of American industry and labor was 
so loose and uncoordinated within the Department of Commerce and 
among the Departments of Commerce, Treasury, and Defense as to be 
practically nonexistent and requiring a thorough investigation. The 
overwhelming weight of evidence, now a matter of public record, 
gathered together through 3 days of hearings, is clear testimony 
to the feeble administration of a vital function delegated to the Sec- 
retary of Commerce by the Congress. Such disregard for the 
domestic economy and American business and labor interests warrants 
the immediate attention of the legislative branch. Such attention 
becomes increasingly imperative in view of evidence showing con- 
siderable loss of business and employment in certain industries due 
to loose policies and procedures in the performance of duty by the 
Commerce Department. (See hearings, July 28-30, 1958.) 


H. Rept. 2661, 85-2 
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RECOMMENDATION NO. 6 


The General Accounting Office is requested to investigate under the 
direction of the Government Operations Committee, the adequacy of 
compliance and control procedures within the Department of Com- 
merce and among the Departments of Commerce, Treasury, and 
Defense and report to the committee by January 31, 1959. These and 
related matters should be covered by the General Accounting Office 
report: 

(a) Adequacy of factfinding and review by Foreign Excess 
Property Officer as basis for issuance of permit. 

(6) Utilization of industry and commodity specialists in fact- 
finding process. 

(c) Adequacy of specification of material to be imported. 

(dz) Adequacy of identification of items actually imported with 
material covered by permits. 

(e) Adequacy of bonding procedures. 

(f) Evidence of noncompliance with condition of import where 
foreign excess property brought in as scrap and then diverted to 
use as end item. 

(g) Evidence of noncompliance with condition of import where 
foreign excess property brought in to be reconditioned and re- 
exported but then sold into commerce of the United States and 
never re-exported. 

(h) Coordination of policies and procedures of Commerce, 
Treasury, and Defense Departments. 

(4) Evidence of United States Government buying back for- 
eign excess property. 

(7) Adequacy of compliance by Foreign Excess Property Dis- 
posal Officers with applicable regulations and procedures. 

(%) Whether United States is getting reasonable return of 
revenue on foreign excess property. 


III. Hienuicuts or Commitrer Stupy 
A. INTRODUCTION 
Purpose of investigation and hearings 


On the basis of complaints received from manufacturers and dealers 
representing 12 different American industries, the Executive and 
Legislative Reorganization Subcommittee conducted an investigation 
into the administration of that provision of law, Public Law 152, 81st 
Congress, section 402, which governs importations of foreign excess 
property into the United States. Complaining industries charged 
that unused United States Government excess property, sold overseas 
at prices ranging from 4 to 10 percent of the acquisition cost, was 
being imported into the United States without due regard for the law. 
The Federal Property and Administrative Services Act of 1949, as 
amended (Public Law 152, 81st Cong.), prohibits imports of nonagri- 
cultural foreign excess property unless the Secretary of Commerce 
determines the importation of such property “* * * would relieve 
domestic shortages or otherwise be beneficial to the economy of this 
country, * * *.” The protesting segments of American business 
alleged that foreign excess property for which the Department of 
Commerce was authorizing importation could neither “* * * relieve 
domestic shortages or otherwise be beneficial to the economy of this 
untry, * * *.” 
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It appeared, from a preliminary investigation, that there was sub- 
stantial merit to cadtijitaints made by industry. Hearings were or- 
dered. The Secretary of Commerce and representatives of affected 
industries were invited to testify. 


Statutory background 


When the Executive and Legislative Reorganization Subcommittee 
was holding the legislative hearings which resulted in the Federal 
Property and Administrative Services Act of 1949, the then Secretary 
of Commerce Sawyer sent a letter accompanied by a memorandum 
recommending limitations on imports of foreign excess property. 
Both were incorporated into the record of those hearings. The memo- 
randum in support of a limitation on imports of foreign excess prop- 
erty stated in part: 


So long as the needs of a full economy are equal to or greater 
than our ability to supply, with our present industrial ma- 
chine, removal of these limitations would in general not have 
a serious impact on the economy although individual spots 
might be disrupted to some extent. Should economic condi- 
tions change, however, any substantial imports of foreign 
excess property might have serious repercussions such as were 
visualized when the limitation on such importation was in- 
serted in the Surplus Property Act of 1944. It might there- 


fore be preferable at this time to provide for such a limi- 
tahon.* * ™. 


The Department of Commerce was designated as such by the act 
of March 4, 1913 (37 Stat. 736; 5 U. S. C. 591). The statutory 
functions of the Department are to “* * * foster, promote, and 
develop domestic commerce * * *.” Pursuant to this basic charter 
the Secretary of Commerce specifically requested the nonagricultural 
clause in the Federal Property and Administrative Services Act of 
1949. 

The Commerce Department recommendation was adopted by the 
Congress and made a part of section 402, Public Law 152, 81st Con- 
gress, the applicable provision of law reading as follows: 


Sec. 402. Foreign excess property may be disposed of (a) 
by sale, exchange, lease, or transfer, for cash, credit, or other 
property, with or without warranty, and upon such other 
terms and conditions as the head of the executive agency 
concerned deems proper; but in no event shall any property 
be sold without a condition forbidding its importation into 
the United States, unless the Secretary of Agriculture (in 
the case of any agricultural commodity, food, or cotton or 
woolen goods) or the Secretary of Commerce (in the case of 
any other property) determines that the importation of such 
property would relieve domestic shortages or otherwise be 
beneficial to the economy of this country, * * * 








B. PROCEDURAL DEFECTS DEVELOPED DURING HEARINGS 
Types and quantity of foreign excess property imported into the 
United States are unknown 


Despite the fact that no foreign excess property can be imported 
into the United States unless the Secretary of Commerce makes a de- 
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termination that the goods will “relieve domestic shortages or other- 
wise be beneficial to the economy of this country, * * *” the Com- 
merce Department is unable to supply the Congress with any figures as 
to how much of that property is coming into the country. (See hear- 
ings, July 28, 1958.) While there is no > compulsion on the importer to 
bring goods in for which an import permit has been granted, a copy of 
every import permit issued is sent by Commerce directly to the United 
States customs port of entry specified by the importer. Import per- 
mits have a 6-month time limit, meaning goods must be imported with- 
in 6 months from date of issue or the permit expires. 

The Customs Office notes on its copy of the permit the importation 
of all or part of the goods covered by the permit. Consequently, it 
would be administratively feasible for the Commerce Department 
and the Customs Bureau to arrange, after a given permit expires, for 
reporting back of goods imported. 

It is suggested that these used and expired permits could be sep- 
arately filed at the Commerce Department with the result that tvpes 
and quantities of foreign excess property imported into the United 
States could be easily ascertained. 


Description of goods on import permits is too vague to permit 
identification 

Import permits issued by the Commerce Department contain very 
broad, general descriptions of the property to be imported. These 
desc riptions are often so vague and equivocal as to be of little value 
in identifying goods, e. g., auto parts, truc k parts, construction equip- 
ment, toilet articles, etc. A permit describing the goods to be imported 
as auto parts could include bearings, brake ‘linings, rubber tires, axle 
assemblies, etc., which are manufactured and/or distributed by various 
segments of the domestic economy. It is possible that one manufac- 
turing segment may be depressed while another may not. Since the 
purpose of section 402 is to protect domestic industry and labor, the 
permits must be identifiable with the industries concerned. A _pur- 
chase specification details the items to be procured in unmistakable 
language. An import permit likewise should clearly identify what 
is to be brought into the domestic economy. Such broad descriptions 
are deficient for two additional reasons: (1) customs officials do not 
know what to look for when the property passes through a given port 
of entry, (2) a review of permits issued fails to reveal just what of 
the many thousands of items under each category of goods the Com- 
merce Department is authorizing for importation. The Commerce 
Department representative who authorized an import permit for 1,000 
tons of truck parts was unable to tell the committee what kind of parts 
came in pursuant to that permit. (See hearings, July 28, 1958.) 

It is suggested the Commerce Department demand that applicants 
comply with departmental regulations which compliance hith- 
erto has not been required. Commerce fee tate regulation, For- 
eign Excess Property Order 1, section 601.5 (c) (5) states: 


(5) Description of the property.—A detailed description of 
the property, giving as far as practicable for each item the 


make, type and quantity and any identifying marks. (See 
hearings, July 28, 1958.) 


This regulation should be enforced and the description obtained from 
the importer could then be carried over to the import permit. 
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Methods of determining short supply or benefit to the economy are 
woefully inadequate 
Under existing law no foreign excess property can be imported into 
the United States unless the Commerce Department makes a deter- 
mination of short supply or other benefit to the economy. Yet, the 
basis for that very important determination would seem at times to 
have been more occult than rational. A case in point is an import 
permit issued by the Commerce Department on May 1, 1957, authoriz- 
ing 300 tons of brake linings, unconditional entry into the commerce of 
the United States. These brake linings were unused and purchased 
from the United States military in Germany. Two hundred sixty- 
eight of the 300 tons entered the United States on June 9, 1957. (See 
hearings, July 28, 1958.) The following are excerpts from testimony 
iven by Mr. Howard E. Way, Foreign Excess Property Officer at the 
epartment of Commerce, who alone can issue any number of import 
permits for unlimited quantities of foreign excess property : 


Mr. McGarry. What affirmative benefit could these brake 
linings have to the domestic economy? What was your de- 
termination as a matter of fact, short supply or benefit to 
the economy in this case? 

Mr. Way. They were short, because they were for unusual 
sizes. They were for old trucks. The establishing of that 
policy is very difficult. 

Mr. McGarry. In your opinion were these obsolete lin- 


ings? 

Mr. Way. They were obsolete and older than 12 years old. 

Mr. McGarry. How did you conclude these brake linings 
were 12 years old? 

Mr. Way. The man who was bringing them in was accus- 
tomed to bringing them in on that basis. 

Mr. McCormack. Do you know what effect 300 tons of 
brake lining would have on our economy, our American busi- 
ness, manufacturers, in selling that on the domestic market? 

Mr. Way. If it were the type used for military vehicles, I 
would say it would have no adverse effect. Of course, if it 
were—if they used it for other trucks, it would have some 
effect, but not much. 

Mr. McCormack. How many linings are there in 300 tons, 
can you give us an idea? How many cars would that service? 

Mr. Way. 6,000 to 10,000. (See hearings, July 28, 1958.) 


The brake linings referred to above were manufactured by the Mar- 
shall Eclipse division of the Bendix Aviation Corp. in Troy, N. Y. 
= hearings, July 28, 1958.) Mr. Fred Weyburne, general manager, 

endix Aviation Corp., followed Mr. Way to the witness stand. The 
substance of Mr. Weyburne’s testimony was that the brake linings in 
question were jeep brake linings still in production, not at all obsolete, 
in plentiful supply and that an import of 300 tons of that item “very 
definitely could not be beneficial” to the economy of this country. Mr. 
Weyburne further testified that the 268 tons of brake linings which 
actually did come into the commerce of the United States would serv- 
ice 206,000 vehicles. It was further established that the brake linings 
in question were unused, still in the original kits, sold for less than the 
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cost of production, and came into the United States duty free. (See 
hearings, July 28, 1958.) Mr. Weyburne stated that these brake lin- 
ings could be sold at a profit in the United States for less than the cost 
of production. 

The above case was not an isolated instance but rather a pattern of 
procedure employed in handling other applications as well. 

For example, the Commerce Tupatents issued permits authoriz- 
ing 222,000 pairs of sun goggles unconditional entry into the commerce 
of the United States. The Foreign Excess Property Officer of the De- 
partment of Commerce gave the following testimony in reference to 
the goggles: 

You see this is a type of item which is a military curiosity 
which, frankly, it is, and I might be mistaken, but that was 
the reason for our determination. We thought they would 
be sold to kids that wanted to go swimming that would not 
buy anything competitive. That is one of the reasons it 
would be sold for * * * (See hearings, July 29, 1958.) 


Mr. Thomas Johnson, president of the Sun Glass Institute, and 
himself a manufacturer of goggles, was shown a pair of the goggles 
and testified that it was far from obsolete. Mr. Johnson stated: 


I would say it was very much alive. Quite a few of them 
are being sold both commercially and to the armed services 
at the present time. 


Mr. Way, in responding to questions about imports of automotive 
parts, stated that automotive parts produced prior to 1947, excluding 
chassis, frames, bearings in bulk, and mounted accessories are not 
currently manufactured nor kept in supply and inventory by the 
various American manufacturers and consequently imports of these 
items could not be injurious to the domestic economy. This is refuted 
by the testimony on the 300 tons of brake linings which shows that 
these same brake linings were manufactured during World War IT 
and are in current production. Mr. James F. Holden, Assistant Secre- 
tary, Willys Motors, Inc., gave the following testimony on this matter : 


Mr. McGarry. Well, then, on this 10- or 12-year rule which 
the Foreign Excess Property Officer referred to, that auto- 
motive or truck parts produced prior to say 10 or 12 years ago 
in the opinion of the Foreign Excess Property Officer could 
not be in any way injurious to the domestic economy. Would 
you care to comment on that? 

Mr. Hoven. Well, in view of the fact that a very high 
proportion of the parts which go into the manufacture of 
one of our vehicles today are the same as the parts which 
were used in the World War II vehicle and the Korean war 
vehicle, I can’t understand the statement. (See hearings, 
July 28, 1958.) 

Mr. F. W. Parker, Jr., vice president, Rockwell-Standard Corp., 
had the following to say: 


Mr. McGarry. * * * you no doubt heard testimony today 
about the 10-year rule. In other words, auto or truck parts 
produced prior to say 10 years ago in the opinion of the 
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foreign excess property officer could not be injurious to the 
domestic economy. Do you follow me on that statement? 
Mr. Parker. I do. As far as our product is concerned, 
we have many units in current production which have been 
produced continuously for 10 years or more. Many of the 
World War II, for instance, 1941 through 1946 units for mili- 
tary purposes during that time were produced for civilian 
and military purposes up to, identically up through 1955, 
and we have slight modifications of them still in production. 
As far as we are concerned, the fact that a part was pro- 
duced 10 or more years ago does not disqualify it as being a 
desirable unit both for production requirements or service 
replacement part use. (See hearings, July 29, 1958.) 


This would seem to rebut the Commerce Department contention on 
the so-called 10-year rule that any auto or truck parts produced prior 
to 10 years ago could not be in any way injurious to the domestic 
economy. 

It would appear that a prime requisite to determining short supply 
or benefit to the economy would be full and complete knowledge of 
exactly what is being imported. Secondly, it would seem proper to 
consult with Industry Division — in the Business and Defense 
Services Administration, at the Department of Commerce, who have 
the responsibility for knowing the economic posture of a given in- 
dustry. 


Other cases where determination of short supply or benefit to the 
economy appears questionable 

In January 1958, the Commerce Department issued an import per- 
mit authorizing 250 tons of machine bolts unconditional entry into 
the commerce of the United States. The basis for the determination 
in this case was said to be short supply on the ground that these bolts 
were odd sizes and not available unless a special order was placed with 
a manufacturer. (See hearings July 30, 1958.) Mr. Frank Master- 
son, president, Industrial Fasteners Institute of Cleveland, Ohio 
testified : “One company actually had in stock and could have delivered 
from stock in December or January the full shipment of 250 tons of the 
machine bolts referred to.” (See hearings July 30, 1958.) Mr. Mas- 
terson stated that his industry was in a very depressed state at the 
time the Commerce Department issued this import permit and is still 
operating considerably below its productive capacity. 

In March and July 1957, the Conheciaies Department issued import 
permits authorizing some 50,000 pounds of jute rope unconditional 
entry into the commerce of the United States. The basis for the de- 
termination in this case was said to be short supply on the ground 
that this rope was of 2-inch circumference and not available unless 
a special order was placed with a manufacturer. Mr. George F. 
Quimby, secretary-treasurer of the Soft Fibre Manufacturers In- 
stitute testified : 


The fact that a determination of short supply had been 
made in respect to jute rope was greeted with complete in- 
credulity because the only shortage in domestic jute rope 


business in 1957 had been in orders booked. (See hearings 
July 30, 1958.) 


| 
| 
' 
| 





12 IMPORTATION OF FOREIGN EXCESS PROPERTY 


Mr. Earl F. Noel, vice president of the Hanover Cordage Co., Han- 
over, Pa., testified that the industry’s employment was down about 60 
percent. (See hearings, July 30, 1958.) : 

In December 1957, the Commerce Department issued import per- 
mits authorizing 30 tons of toilet articles “for salvage of contained 
materials only” unconditional entry into the commerce of the United 
States. The Foreign Excess Property Officer testified in reference to 
the toilet articles: 


The benefit to the economy of this country is very intan- 
gible except that it stopped a continuing loss to an innocent 
purchaser which monthly loss, plus the original bid, was 
directly and positively traceable to an inadvertence of the 
selling agency. No subsequent allowance has been requested 
or made. The peculiar circumstances make another instance 
of the kind nearly impossible. (See hearings, July 28, 1958.) 


The law is clear requiring a determination of short supply or benefit 
to the economy. There is no provision in the law allowing for deter- 
minations giving equitable relief to the importer. It would appear 
that 30 tons of toilet articles could not prove beneficial in any form 
to a distressed economy. 


No attempt is made to learn what the importer does with the yoods 


What impact does this foreign excess property have on the domestic 
economy! Mr. Fred Weyburne, general manager of Bendix Aviation 
Corp., testified that unused brake linings purchased from the mili- 
tary in their original kits are resold to the Government. (See hear- 
ing, July 28,1958.) The seller can underbid the manufacturer where 
the suo were sold by the military in the first instance for a small 
fraction of the acquisition cost. If the Commerce Department knew 
of such a case, it could perform a twofold service One, by notifying 
the Defense Department that the military was buying back an item 
disposed of as excess. Secondly, such notification would serve to 
correct such practices by the Military Establishment and at the same 
time protect the domestic economy from devastating competition. 

On December 4, 1957, the following import permit was issued by 
the Commerce Department: “29 tons of miscellaneous shaving cream, 
toiletries and sundries for salvage of contained materials only and 
under no condition to be sold in form of original manufacturer.” 
Some of the items constituting the subject of that import permit were 
Gillette Aristocrat razors with blades; wooden shower clogs; Ever- 
sharp pencil leads; Gem safety razors; Fitch’s Ideal hair tonic, 
Vitalis hair tonic; Palmolive cream shave lather; etc. It would 
seem important to Jearn what the importer did with these goods 
and how he effected the “salvage of contained materials only.” The 
Foreign Excess Property Officer testified that neither Commerce nor 
Customs assumed the responsibility for policing that permit. (See 
hearings, July 28, 1958.) Nothing was done in this case to ensure 
conformance to the condition in the permit. 

It is suggested that when the Commerce Department sends the im- 
porter his import permit, a form be attached for the importer to 
fill out showing in what manner the goods were disposed. False, 
fictitious or fraudulent statements in such a form could be the subject 
of a criminal prosecution (18 U. S.C. 1001). The result would be that 
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the Commerce Department could have an accurate picture of how the 
goods enter the stream of commerce in this country. Consequently a 
more intelligent assessment could be made of the benefit to the do- 
mestic economy and that knowledge could then be used in determina- 
tions required for future applications. 


C. QUESTIONS RAISED IN THE COURSE OF HEARINGS 


Testimony elicited from some of the witnesses in the course of the 
hearings raised very serious questions. So serious were the allegations 
made and points developed that, although some subjects are outside the 
scope of this particular inquiry, the subcommittee will take each 
matter under advisement with a view to recommending further study. 


Military buying and selling the same type goggle at the same time 

For example, it was established that one military service was pur- 
chasing as new a certain goggle while another military service was 
disposing of the same type goggle as Government surplus. Mr. 
Thomas Johnson, president of the Sun Glass Institute, himself a man- 
facturer of goggles was shown the two pairs one being purchased as 
new and the other being disposed of as Government surplus. He 
could detect no difference between the two pairs. (See Hearings, July 
29, 1958.) 
United States Government buying back unused brake lining sold as 

Government surplus 

In another case, Mr. Fred Weyburne testified that the Government 
is buying back brake linings which were sold as Government surplus. 
(See hearings, July 28, 1958.) The United States military in Ger- 
many sold 268 tons of unused brake lining still in the original kits at 
prices ranging from $0.21 to $0.34 each. Mr. Weyburne testified that 
these kits cost the United States Government $1.25 and are the same 
type currently being purchased by United States Ordnance. 


United States military buying and selling same types of heavy con- 
struction equipment at the same time 

In the field of heavy construction equipment, testimony was heard 
from Mr. H. D. Anderson, president, Associated Equipment Distribu- 
tors, a national trade association composed of over 800 heavy construc- 
tion equipment dealers. Mr. Anderson stated that the military is 
buying heavy construction equipment and at the same time selling the 
same type equipment in excellent condition for a small fraction of the 
acquisition cost. (See hearings, July 30, 1958.) 


Is material imported to be reconditioned and reexported in fact being 
reconditioned and reexported? 

In the course of the subcommittee investigation, committee investi- 
— examined numerous pieces of heavy construction equipment 

rought in to the port of Los Angeles “to be vecundliieked and re- 
exported.” Most of this equipment appeared to be in excellent con- 
dition. There were bulldozers, tractors, cranes, fork lifts, road 
rollers, etc. One D-8 Caterpillar tractor with a blade on front and 
a drum winch in the rear had 422 hours operating time. Mr. Ander- 
son testified that 422 hours would not even be factory break-in time. 
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This tractor sells for approximately $35,000. The United States 
military in Japan sold 3 D-8 tractors along with 3 complete crawler 
cranes with booms, all for $19,208. (See ‘hearings, July 30, 1958.) 
Mr. Anderson was shown pictures of 37 road rollers and asked: 


Mr. McGarry. What reconditioning, in your opinion, 
could be effected on this type of equipment ? 

Mr. Awperson. Absolutely none. Not even painted. 
They are in nice condition of paint. It is obvious the teeth 
are in good shape; that is the only thing that wears. There 
is nothing wrong with the teeth. They are in excellent 
condition, they look like new. 


All this would seem to raise some valid questions. Why does the 
importer pay the expense of shipping this heavy equipment in from 
Japan for reconditioning and reexport when there appears to be 
little or no reconditioning needed? Is this same equipment in fact 
reexported ¢ 


Contradictory policy within the Department of Commerce regarding 
ferrous scrap 

On August 23, 1950, during the extreme shortages of ferrous scrap 
because of the Korean war, the Secretary of Commerce made a blanket 
determination that “the importation of scrap metal would be bene- 
ficial to the economy of this country, * * *” This blanket determina- 
tion which still exists today means that foreign excess property de- 
clared as scrap can be freely imported into the United States without 
applying to the Department of Commerce for an import permit. Yet 
the export of ferrous scrap has increased tremendously. It was 1,500,- 
000 tons in calendar 1954. In 1955 it was 5 million tons. In 1956 it 
was 6 million tons. In 1957 it was near 7 million tons. At the same 
time we exported these large tonnages of ferrous scrap, we also im- 
ported 232,000 tons in 1956 and 213,000 tons in 1957. How can the 
Department of Commerce authorize the exportation of this scrap and 
at the same time make a blanket determination that any and all im- 
ports of foreign excess property declared as scrap would be beneficial 
to the economy of this country? The Foreign Excess Property Officer 
stated that he has nothing to do with the policy regarding ferrous 
scrap—this decision was made by the Secretary of Commerce. (See 
hearings, July 29, 1958.) An explanation from the Secret: ary to the 
Subcommittee would appear to be in order. Also an executive study 
and report on the adequacy of existing regulations and procedures to 
insure that imports of ferrous “scrap” do not enter the domestic econ- 
omy as end items would be appropriate. 


TV. Conciusion 


As stated in the foreword of this report it is gratifying to the com- 
mittee that the Secretary of Commerce has, as a result of the subcom- 
mittee hearings, recognized the fact that the Commerce Department’s 
foreign excess property operations are in need of a thorough revision. 
From the material developed during the investigation and hearings, 
such a move is long overdue. The evidence shows a disregard, by 
the Commerce Department, for the interest of American ‘business 
and labor. In a report to the Speaker of the House, the Depart- 
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ment of Defense stated that foreign excess property which had cost 
the Government $610,105,000 was disposed of in fiscal year 1957, 
The national economy suffered an economic recession that same year. 
Importations of foreign excess property certainly did not prevent 
and in all probability contributed to that economic slump. The 
hearings pointed up serious errors of judgment which were very 
damaging to certain segments of the domestic economy. For ex- 
ample, the belief by the Foreign Excess Property Officer that 268 
tons of brake linings would service six to ten thousand vehicles when 
in fact they would service 206,000 vehicles. (See hearings, July 28, 
1958.) It is sincerely hoped that the Secretary will follow through 
with the proposed study and make any improvements as promptly as 
possible. The Secretary of Commerce indicated in his letter to this 
committee of August 7, 1958, that a progress report of action taken 
will be available = the time Congress reconvenes in January. The 
committee will give such a report its diligent attention as soon as it is 
received. 
O 
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85TH CoNnGREsS } HOUSE OF REPRESENTATIVES REpPoRT 
2d Session No. 2667 


FALSE AND MISLEADING ADVERTISING 
(Dentifrices) 


Aveust 18, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTY-EIGHTH REPORT 


SUBMITTED BY THE LEGAL AND MONETARY AFFAIRS 
SUBCOMMITTEE 


On August 15, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled 
“False and Misleading Advertising (Dentifrices).” 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


I, INTRODUCTION 


In its examination of the efficiency of statutory enforcement 
activities of the Federal Trade Commission in the ficld of false and 
misleading advertising, the subcommittee, during the 2d session of the 
85th Congress, initially studied the efficiency of enforcement actions 
of the Commission with respect to claims advertised for prescription 
tranquilizing drugs. 

In the last of its series of studies on the efficiency of Federal Trade 
Commission enforcement activities, the subcommittee held hearings 
and is reporting herein on dentifrice advertising. 

This report contains a summary of testimony, and the comments, 
conclusions, and recommendations of the subcommittee in this field. 

During the 1st session of the 85th Congress, the subcommittee 
examined into FTC efficiency in the field of false and misleading 
advertising with respect to claims advertised for filter-tip cigarettes 
and alleged weight-reducing preparations. 


1 
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Relevant statutory provisions 


In addition to the general enforcement authority on deceptive 
practices contained in section 5 of the Federal Trade Commission 
Act, section 12 (a) (1) of the act, contains enforcement authority 
specifically relating to false and misleading advertising as follows: 


It shall be unlawful for any person, partnership, or cor- 
poration to disseminate, or cause to be disseminated, any 
false advertisement— 

(1) By United States mails, or in commerce by any 
means, for the purpose of inducing, or which is likely 
to induce, directly or indirectly the purchase of food, 
drugs, devices, or cosmetics; 


Section 15 (a) (1) of the act defines false advertisement as: 


an advertisement, other than labeling, which is misleading in 
a material respect; and in determining whether any adver- 
tisement is misleading, there shall be taken into account 
(among other things) not only representations made or sug- 
gested by statement, word, design, device, sound, or any 
combination thereof, but also the extent to which the adver- 
tisement fails to reveal facts material in the light of such 
representations or material with respect to consequences 
which may result from the use of the commodity to which 
the advertisement relates under the conditions prescribed in 
said advertisement, or under such conditions as are custom- 
ary or usual. 
Il. THE PROBLEM 


In 1957, over $25 million was spent to advertise the 12 leading 
brands of toothpaste. However, rather than encouraging better 
dental hygiene, the American Dental Association, the leading profes- 
sional organization of dentists contends that much of the current 
advertising had discouraged proper dental hygiene. The association 
contends that “there has been a widespread conviction within the 
dental profession that many advertising claims for dentifrices are mis- 
leading and detrimental to the dental health and general health of the 
public.” 

Ill. HEARINGS 


Following investigation and study, hearings of the subcommittee 
were held on July 17 and 18, 1958. 

Testimony was received from ranking officials of the American 
Dental Association, the assistant dean, Georgetown University School 
of Medicine and Dentistry, and from the Chairman of the Federal 
Trade Commission, accompanied by key members of his staff. 
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Witnesses before the subcommittee were (in order of appearance): 

List of witnesses: 

Representatives of the American Dental Association: 

Dr. Ralph Creig, Cleveland, Ohio; member, council on 
legislation. 

Dr. Harry Lyons, Richmond, Va.: dean, School of Den- 
tistry, Medical College of Virginia; past president of the 
association, and a member of the American Board of Peri- 
odontology. 

Dr. Sholom Pearlman, assistant secretary of the associa- 
tion’s council on dental therapeutics. 

Dr. Walter C. Hess, assistant dean and professor of 
biological chemistry at Georgetown University Schools of 
Medicine and Dentistry. 

Accompanied by: 

Mr. Bernard J. Conway, secretary, council on legislation. 

Mr. Hal M. Christensen, assistant secretary, council on 
legislation. 

Hon. John W. Gwynne, Chairman, Federal Trade Commission. 
Accompanied by: 

Mr. Harry Babcock, Executive Director. 

Mr. Earl Kinter, General Counsel. 

Mr. Frederick W. Irish, Chief, Division of Scientific 
Opinion. 

Mr. Paul Jamarik, assistant to the Director, Bureau of 
Consultation. 

Because prior commitments of the subcommittee precluded receiving 
testimony from dentifrice manufacturers, public invitation was 
extended to all concerns whose products were referred to during the 
hearings, and as well to other interested parties, to submit statements 
for the record. 

One manufacturer submitted material in response to this invitation. 
This, together with material previously submitted by manufacturers 
at the subcommittee’s request, will be included in the printed record 
of the hearings. 

IV. TESTIMONY 


(a) American Dental Association.—Although oral hygiene is the 
science of health and its preservation with special but not exclusive 
reference to the mouth and dental structures, Dr. Lyons pointed out 
that: 


The establishment and maintenance of oral cleanliness is 
the sine qua non of continuing mouth health. This is axiom- 
atic and pertains with equal force to caries, which is tooth 
decay, and the periodontal diseases, among others * * *. 

The health service professions are acutely aware that: 
(1) Numerous so-called systemic factors influence the 
health status of the mouth and the dental structures and 
that (2) conversely, the oral and dental diseases have im- 
portant and adverse influences on the general health and 
welfare. 


Thus, it was said, bleeding gums is not necessarily symptomatic of 
a dental disorder but may be an indication of serious blood diseases 
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or endocrine disorders related to pathologic pregnancies. If the latter 
is true, dentifrices claiming to ‘‘cure bleeding gums’ would, as Dr. 
Lyons said, be “an example of an unwarranted dentifrice claim 
related to a symptom common to a large number of diseases, some 
basically dental and others of systemic scope in causation and effect.” 

In delineating the role of the patient, i. e., the public, in advancing 
personal dental hygiene, Dr. Lyons said: 


The patient contributes to his or her mouth cleanliness 
chiefly by the skillful and judicious use of a suitable tooth- 
brush, with or without a dentifrice, and to varying lesser 
degrees by the use of dental floss, irrigation syringes, tooth- 
picks, and mouthwashes. 


Commenting on the role of dentifrices in dental health, Dr. Lyons 
stated: 


In considerations of oral cleanliness, dentifrices are gen- 
erally regarded as agents adjunctive and secondary to the 
use of the toothbrush. They are appreciated professionally 
as adjunctive cleansing agents because of their abrasive and 
detergent actions. When properly used with a suitable 
toothbrush, these basic dentifrice actions may assist in the 
removal of accessible stains, plaques, and other foreign sub- 
stances. Mild flavoring agents make the use of dentifrices 
more pleasant and attractive, especially to children. Beyond 
this, no other merits for dentifrices have been scientifically 
established. Claims to the contrary, however, have been 
heaped upon the unsuspecting public for ages dating back to 
the earliest Chinese, Egyptian, and Greek civilizations. 


He concluded, that therapeutic claims for dentifrices—those 
implying disease preventative or curative qualities for dentifrices— 
are without scientific foundation: 


* * * We have witnessed promotions of so-called thera- 
peutic dentifrices on the alleged merits of peptic digestants, 
antiseptics, sulfated detergents, wetting agents, urea, am- 
monium compounds, chlorophyllin, antienzymes, and com- 
pounds of fluorine. One after another of these dentifrices 
has been promoted with unsupported advertising claims of 
great promise. None has survived the test of time and usage. 

The public has spent millions of dollars for their purchase. 
This, however, is the least significant of the several consid- 
erations related to the unwarranted claims for alleged thera- 
peutic dentifrices. More important are such health factors 
as a false sense of security about dental caries, periodontal 
disease, bad breath due to diseases of the nose, sinuses, lungs, 
and the gastrointestinal tract, and serious systemic diseases 
presenting a variety of oral symptoms. 


Dr. Lyons told the subcommittee that there are three “general 
themes which run through promotional material for virtually all these 
products” 

1. Stopping dental decay. 
2. Elimination of ‘‘bad breath.”’ 
Adequacy of using a dentifrice ‘‘only once a day.” 
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1. Stopping dental decay: 


The dental profession as a whole, and the periodontists as 
a specialty group within the profession, are devoted to the 
primary task of saving teeth—of preventing loss of teeth. 
If the dentist can detect a cavity, a lesion of dental caries, 
while it is still very small he may place a filling or crown 
which will not only restore the shape of the tooth but will 
arrest the progress of the disease. 

Moreover, because the adjacent susceptible areas of the 
tooth are also removed and restored at the same time, the 
treatment of the lesion in the early stages will prevent 
recurrence of decay or further spread of decay in that part 
of the affected tooth. 

If the cavity is not detected early and if, as a result of 
misleading information, the patient believes he does not ne ed 
early dental treatment, then the cavity will grow, and in 
as short a time as 3 or 4 months the disease may penetrate 
to the vital pulp at the heart of the tooth and the pulp will 
die. 

When the dentist can do nothing more, he must extract 
the tooth. 


He cited “the false promise of immunity from dental decay, which is 
held out by so many dentifrice advertisers,” as a contributing factor 
in encouraging dental neglect. 


Elimination of bad breath: 


Undoubtedly, much of the odor which emanates from the 
mouth when we breathe may arise from the decomposition 
and putrefaction of food residues about the teeth and on 
the rough surfaces of the tongue. The mouth swarms with 
bacteria, the descendants of the microbes which began to 
take up residence there shortly after the infant took its first 
drink of milk. These bacteria survive on the food particles 
that cling to the oral surfaces and particularly in the rela- 
tively inaccessible places between our teeth. Proper oral 
hygienic habits, regularly practiced, can remove most of the 
food residues and the bacteria then have little material from 
which to produce their offensive end products. 

This is one basis for the recommendation, which the 
American Dental Association endorses, that the teeth should 
be brushed immediately after eating and not just once a day. 
If the patient is in good general as well as dental health, bad 
breath will be controlled adequately by this means alone. 
A dentifrice may help in this situation by providing assist- 
ance to the toothbrush, in the form of a foaming agent and a 
mild abrasive, but the operation is essentially one of cleansing 
the oral structures. 


However, Dr. Lyons pointed out that the odor may come from 
chronically infected sinuses, an infectious or other lung condition, 
nasal infections, gastrointestinal disorders, diabetes, ete.— 


all of which will become worse as long as treatment is 
delayed by masking the “bad breath’ symptom with 
toothpaste. 
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Thus, concluded Dr. Lyons, the public through assurance of elimina- 


tion of bad breath by use of a dentifrice creates a “false sense of 
security and misleads the public to the detriment of its health and 


well-being.”’ 


3. Once-a-day brushing: 


recognized as a prime requisite for good oral hygiene.”’ 


In a clean mouth, and especially after the dentist or the 
periodontist has removed tartar deposits and corrected other 
predisposing factors, gingivitis (inflammation of gum tissues) 
can be prevented by the diligent practice of a good oral 
hygienic regimen. The dentist instructs his patients carefully 
in this regard, and important emphasis is placed upon the 
necessity for regular brushing, preferably after every meal, 
and in some cases additionally at other times during the 
day. The brush removes the residues which tend to irritate 
these sensitive gingival tissues, and some authorities believe 
also that the massaging action of the toothbrush provides 
another important effect which promotes the integrity of 
the gums. 


“Brushing the teeth after each meal is 


(1) Advertising of specific products: Dr. Pearlman referred to the 
advertising of the following products: 


Super-Ammident with fluoride (Block Drug Co.): 


“Saves Your Teeth From Decay.” 

“Test After Test by Dentists Proved It.”’ 

We present this as an outstanding example of the extent 
to which misleading advertising has been developed in the 
past." 

This ad appeared about 1955 when the fluoride toothpaste 
boom was beginning to develop. * * * There is no scien- 
tific evidence in the literature which the Council of Dental 
Therapeutics studied, no scientific evidence whatsoever, that 
any test has been made to see whether the use of Super 
Ammident with fluoride will indeed save teeth from decay 
* * * We do not know of a single test by even one dentist 
which would tend to prove the accuracy of this statement. 


Brisk (Colgate-Palmolive Co.): 


“Only Brisk Toothpaste gives you the same fluoride den- 
tists use. 

“The same tooth-decay fighter proved for 10 years in drink- 
ing water. 

a the many fluorides, only Brisk’s fluoride is so widely 
used and approv ed by medical, dental, and public-health 
authorities.” 

* * * what this ad tries to do is transfer the solid evidence 
which backs up the use of fluoride in water for the control of 
dental decay, to a direct application in the toothpaste, 
which, as far as we know, has not been tested for 10 years or 
even for 1 year or for any length of time whatsoever. The 
statements are carefully wor ded so they do not actually say 
_ Brisk ‘oothpaste has been proved in 10 years of testing, 

r that dentists use Brisk toothpaste or that Brisk itself is 


1 Block Drug. Co. advised the subcommittee in November 1957, that this “product has not been consumer 
advertised during the past 12 months.”’ 
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approved by medical, dental, and public-health authorities. 
They carefully avoid this, but the message is quite clear. 
The implication is that this toothpaste gives you the same 
effects that fluoride used by dentists will give you. * * * I 
do not have exact figures on the fluoride level in Brisk tooth- 
paste, but I would imagine it would be in the neighborhood 
of about one-tenth of 1 percent, perhaps a little more or less. 
The solution the dentist uses in his office is usually a 2-percent 
solution of fluoride, and it is applied under completely differ- 
ent circumstances and conditions in a manner that has been 
demonstrated time after time by respected scientists in the 
Public Health Service to give a substantial benefit in the 
form of decay protection. * * * There have been studies 
performed, not with this toothpaste but with another tooth- 
paste, many years ago, which contained approximately one- 
tenth of 1 percent of sodium fluoride, and at the same time 
the investigators studied the use of a mouth wash solution 
containing a small amount of fluoride. This was done at a 
university in Boston. And in that study they found abso- 
lutely no effect which they could attribute to the use of the 
fluoride. 

Again, we can only guess at what the exact mechanism is 
which gives you the ‘benefits observed after the use of 2 per- 
cent solution in a dentist’s office, and people are studying 
this problem intensively now. 

But the solution the dentist uses is applied in concentrated 
form. The material is allowed to dry right on the teeth in 
most application techniques. And there are probably a 
number of factors that we still do not know about. But we 
do know that it works to the extent of reducing the dental 
decay about 40 percent on the average. 


Crest (Procter & Gamble Co.): 


9? 


“look Mom, no cavities. 

Now this * * * creates the impression that if you use 
this toothpaste you will be able to say when you come back 
from the dentist, “Look, Mom—no cavities,” that any child 
who uses this toothpaste | will come flying home saying, 
“Look, Mom—no cavities.”” The message is so clear in the 
television commercials, it is expanded upon and emphasized 
right through the commercial, and there cannot be any ques- 
tion about what they mean: No cavities. One hundred per- 
cent freedom from decay. 

* * * to the credit of the manufacturer of this toothpaste 
a great deal of research was done in developing this product. 
They sponsored research at independent universities and 
within their own plant and came up with a product which 
is now marketed as “Crest.” 

* * * a conference was held in the association office well 
over a year ago, at which representatives of the scientific staff 
of the manufacturer met with members of the Council on 
Dental Therapeutics and other individuals and discussed the 
background for Crest toothpaste. 

We reviewed the technical considerations which had to be 
overcome in preparing a toothpaste with stannous fluoride in 
it. We reviewed the earlier studies with the precursors _of 
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Crest toothpaste, the earlier forms of it in which decay had 
apparently been arrested in a number of the individuals or 
at least there had been some reduction in dental decay. 

It was pointed out that for some reason the effects were not 
sustained. They would get a result in the first year which 
might be beneficial, and ‘after a little while, at the second 
examination, let’s say, 2 years after the beginning of the 
study, the results seemed to have tapered off. 

The firm tried very hard to get to the bottom of this. 
Stannous fluoride evidently is a relatively unstable product. 
It breaks down and evidently loses its effectiveness. 

So, by dint of many changes in the formula, they came up 
with a product which at that time was marketed as Crest, 
and we asked them how many of these clinical studies had 
actually been performed with the Crest toothpaste that was 
then on the market. And it boiled down to the fact that 
only one study was in progress with the product that was 
marketed at that time. 

* * * it isa matter of common knowledge in the scientific 
field, particularly in the pharmaceutical field, that whenever 
you change one ingredient of a combination product you 
have to make sure that the change of that one ingredient has 
not altered the effects that you get. This is sometimes so 
sensitive that even the metal or the material from which a 
tube or a container is made may alter the effectiveness of a 
pharmaceutical agent contained in it * * *. 

* * * We were told they had one study then in progress 
on the effects of Crest toothpaste. That study was per- 
formed up in Minnesota, and a report of the results of the first 
year has been published in the Journal of the American 
Dental Association. * * * 

The results indicated that after 1 year’s use of a tooth- 
paste, said to be identical with Crest, the average reduction 
in dental caries was about 35 percent. 

The study was continued and was terminated recently at 
the end of a 2-year period. The results have not been pub- 
lished yet, but the investigators made them available to us. 
From this source we have information that again there 
seemed to be a decrease in the effectiveness of the toothpaste 
in reducing decay during the second year. 

The decrease was so much in evidence that our analysis of 
the figures indicated to us that there was essentially no bene- 
fit from the toothpaste during the second year of the study. 

* * * in their original study, * * * at the end of 1 year 
of the study, the investigators indicated that 38 percent of 
the children in the group ‘that used the Crest toothpaste had 
no cavities. In the control group, which used a toothpaste 
that did not have Stannous fluoride in it, 20 percent of the 
children could come home and say, ‘‘Look, Mom—no cavi- 
ties.”” But this ad does not mention that 62 percent of the 
children who used Crest could not come home and say, 
“Took, Mom—no cavities.’”’ To me, this is a clear mis- 
representation of the facts. 
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The advertisement certainly does not adhere to the scien- 
tific findings which were developed by men of good scientific 
integrity and character. The ad discards their findings to 
the extent of making the sweeping claim that the use of Crest 
toothpaste will result in absolute eradication of cavities. 


Gleem with GL-70 (Procter & Gamble Co.): 


‘When you can’t always brush after meals, even though 
it’s best—start the day with Gleem.” 

“Start the day with Gleem because Gleem is the tooth- 
paste for people who can’t brush after every meal.” 

“Just one brushing destroys decay—and odor-causing 
bacteria.” 

Now, this is a frank admission that it is best to brush your 
teeth after every meal. This upholds the position of the 
association and of the best dental health authorities in the 
country. But “start the day with Gleem because Gleem 
is the toothpaste for people who can’t brush after every meal. 
Just one brushing sand decay—and odor-causing bac- 
teria.”” Now, there is a direct attempt to discourage a sound 
dental health practice, and as far as we have been able to 
determine there is no evidence available which indicates 
that one brushing with Gleem will give you the same protec- 
tion you would get from brushing your teeth after every 
meal. 

* * * Tf there has been a clinical trial of the effectiveness 
of Gleem when the toothpaste was used once a day first thing 
in the morning, as the ads tell you to do, and demonstrating 
that compared to a control group you got a substantial re- 
duction in decay that was equal to the effects you would get 
from brushing after every meal, then I think this statement 
might be considered to be supported. But there is no such 
evidence as far as we are aware. 

* * * the ingredient GL-70, which is a trade name, for the 
foaming agents and detergents that are used in this tooth- 
paste. 

Now, all of the foaming agents that are used in toothpaste, 
even soap, do possess some antibacterial activity. But the 
fact that the ingredients of Gleem may kill bacteria in the 
test tube is certainly no direct evidence that Gleem will stop 
or prevent decay or reduce the rate of decay. Indirect 
evidence has never been acceptable to any of the scientific 
bodies that evaluate claims for health aids. 

* * * the evidence submitted with this claim for 90 per- 
cent destruction of bacteria goes something as follows: 

A number of subjects were chosen, and first thing in the 
morning they brushed their teeth with a toothbrush and some 
salt water. All of the salt water was collected and bacterial 
counts were made on samples from the toothbrushings in the 
salt water. And they get a very dense population of bac- 
teria, as you would expect. 
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Then, after that first brushing, a 10-minute interval was 
allowed to elapse, and the subjects then brushed with a stated 
quantity of Gleem toothpaste and rinsed their mouths. 
And this material was not collected because it is difficult to 
plate out bacteria when they are right in with the tooth- 
paste. You get a lot of false results. 

So about 10 minutes later, when presumably sufficient time 
had elapsed to allow most of the material to be washed off 
the teeth, they took another sampling with salt solution, 
brushed the teeth with the salt solution, and plated that out 
and got this sort of count. And by counting the numbers in 
here, or estimating them, I should say, and comparing them 
here, they claim that 1 brushing reduc ed the number of bac- 
teria here by 90 percent. 

That is the essence of it. 

Now, I think it should be clear to a child that the proper 
thing to have done in this case was to run a control in which 
the patient did not brush with the Gleem toothpaste in that 
second test but brushed with a plain brush and water to see 
what the effect would be if he had only brushed with his 
brush and water. This evidently was not done. We do not 
know whether that in itself might not reduce the bacterial 
count in those specimens by 90 percent. 

But the more important thing is this: This kind of test 
tells us the number of bacteria that could be dislodged and 
tells us what happens to them when Gleem is used in be- 
tween. It does not tell us what happens to the bacteria that 
are still in the plaque which adheres very firmly to the teeth 
in the pits and fissures where dental decay starts * * * and 
in between the teeth in the interproximal areas. It tells us 
nothing about what Gleem or other toothpastes or brushing 
itself has done to inhibit the activity of those bacteria. 
This tells us only what we can find about bacteria which 
are readily removed from the teeth. 


Dr. Lyons added concerning bacterial count: 


There is a total bacterial count of the mouth which no one 
has yet established for any mouth. There is a count that 
may be made of the expellable bacteria. There is no known 
means of establishing the count for the residual bacteria of 
the mouth, those that cannot be expelled. 

Now, the reduction in bacterial counts to which reference is 
made is a reduction in the bacteria that may be expelled, 
not those that are retained. 

Now, of the two groups of bacteria, the less significant 
are those that may be expelled. The more signific ‘ant are 
the bacteria that are retained in the pits and “fissures and 
crevices of the teeth, in the folds of the mucous membrane 
between the cells of the mucous membrane and the covering 
of the tongue and in the gingiva around the teeth. We 
have no means of establishing a count of bacteria in these 
areas and no means of determining whether Gleem or a 
mouthwash may affect this number. But an educated 
guess is that the bacterial count referred to as the residual 
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count is affected little if at all by the use of a dentrifice from 
its chemical point of view, or a mouthwash. And I think 
that is a very important consideration. 


Ipana with WD-9 (Bristol-Myers Co.): 


“This space reserved for a tooth that must last for 63 

ars.” * * * the message there is: if you use [pana tooth- 
igi your teeth will last you a lifetime. There is no evi- 
dence—and I am not speaking of evidence on people who 
have used Ipana for a whole lifetime—there is no evidence 
even from short-term studies as far as we are aware that have 
ever been conducted to show Ipana toothpaste will sub- 
stantially reduce dental decay. 

The ad refers to ‘‘WD-9” one of the ingredients of Ipana, 
which again is their trade name for another foaming agent— 
sodium lauryl sulfate, I believe. * * * most of the foaming 
agents that are employed in toothpaste and elsewhere do 
have antibacterial activity. 


Colgate dental cream with Gardol (Colgate-Palmolive Co.): 


“Colgate’s (Gardol’s invisible shield) fights tooth decay 
all day * * * with just one brushing.” 

“Colgate’s with Gardol stops mouth odor all day for most 
people %* * * with just one brushing.”’ 

* * * Stopping mouth odor is a azard that is related to 
masking the disease situation, like using perfume when you 
really need a bath * * * 

* * * T want to call attention to this shield here, the 
Gardol shield. And I call attention to it only because it is 
a miniature replica of the tremendous invisible barrier that 
you see in the television commercials, if you have time to 
watch them. In these commercials—and they have become 
even more elaborate during the past few months—you see 
such things as this: A man standing near some palm trees 
and in the distance somebody is throwing coconuts. And all 
of a sudden a coconut is seen flying toward the man’s head. 
But he doesn’t move because the invisible barrier deflects 
the coconut. They he says: Just as this invisible barrier— 
and he knocks in the air, a solid sound—protects us against 
this thrown missile, so does Gardol protect your “teeth 
against decay. 

Well, to say this is an exaggeration of the facts, I believe, 
is an understatement if ever one was made. I am not sure 
what evidence they have to indicate that just one brushing 
with Gardol will form an invisible protective shield around 

vour teeth that fights tooth decay all day. My guess would 
be—and I don’t know if you are interested in my guess— 
but my guess, nevertheless, would be that tests are performed 
after the use of Gardol to see how long the eens is 
retained on the surface of the teeth. Now, you can get 
chemical tests that pick up trace amounts of this ‘eatarial 
probably 12 hours after you use it, but does that mean the 
shield is covering each one of your teeth effectively and 
protecting it onnteds decay and bad breath germs, and so 
forth, for that length of time? The likelihood is no. 
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First of all, that shield is likely to be shot full of holes 
from the use of food and from other things we do with our 
teeth during the course of the day, and diluted away by 
saliva and fluids which we drink. ‘And although the test at 
the end of the day may still detect small amounts of the 
material, the evidence of a protective shield certainly is no 
longer there, even if it was there in the first place. 


Gardol prevents the formation of acid— 


* * * a report is in the literature from one of our leading 


schools to the effect that Gardol does reduce the formation of 
acid on the tooth. Our experiments are to the contrary. 
Our findings were that it does not. So you might say it is 1 
against 1. However, another independent laboratory at one 
of the leading dental schools in the country, referred to in the 
statement, made a similar test and their experiments agreed 
with ours that Gardol did not produce any reduction in the 
degree of acidity. 

Now, the same individual who published the article on the 
acid formation also conducted a clinical study. The leading 
member of the group, like myself, was a biochemist. Their 
study is a little difficult to evaluate because there were 4 
different groups in 4 different cities, but about the best that 
you can make out of it is that in the control group—and 
these are just numbers—there was a starting variation be- 
tween 16 and 19.7 in the control and 16 and 19 even in their 
test group. After 2 years, the control group varied between 
16.4 and 20.5. The experimental group varied between 16.2 
and 19.4. So you see there is no great change in the upper 
and lower limit between the control and the experimental 
group. 

If you just take the upper limit, the most cavities that were 
formed, you will find a difference in 1 case of 8 parts in 200, 
and in the other of 4 parts in 200. So at the most you can 
say a 4-percent difference favoring the control group. And 
certainly that is not a substantial reduction in decay. It cer- 
tainly is not stopping decay. You might make the com- 
parison that, if you are relying upon a brake in your auto- 
mobile, you are not interested, if you are going 20 miles an 
hour, whether it will cut it down to 19. You want to stop 
your car. 


Pepsodent with Irium (Lever Bros.) : 


“You'll wonder where the yellow went, when you brush 
your teeth with Pepsodent.”’ 

“Trium ? fights tooth decay.’ 

“The best-tasting way to fight decay.” 


Dr. Pearlman, in his prepared statement, said: 


We have seen no evidence that supports these claims and 
they are therefore considered misleading. 


2 Same foaming agent as Ipana’s WD-9. 
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In all fairness, however, it should be stated for the record 
that the ads for Pepsodent are generally not objectionable. 
They are certainly the least offensive of all advertisements 
we have reviewed for the major dentifrices, and if it were 
not for the fact that decay-protection claims appear in some 
of the ads, they would serve as examples of good dentifrice 
promotion. The fact that the firm has continued to place 
major emphasis on cleansing and taste is an indication that 
other toothpastes probably ‘could be sold successfully with- 
out the necessity of going into insupportable claims for 
therapeutic or protec tive effects. 


Stripe with hexachlorophene (Lever Bros.): 


“New toothpaste with magic pink stripe.”’ 

‘Stripe’s Hexachlorophene seeks out and destroys germs 
even in the tiny crevices where no toothbrush can reach.” 

‘“‘A single brushing with Stripe will protect you against the 
cause of decay and mouth odors hours longer than any other 
toothpaste you can buy.’ 

In his pre pared statement Dr. Pearlman noted: 

No mention is made of a single clinical test that might 
show that Stripe actually prevents dental decay in ordinary 
home use or even under supervised conditions. If such tests 
have been made, they certainly have never been reported in 
the scientific literature. We know of no evidence whatso- 
ever which demonstrates that Stripe toothpaste is a decay- 
preventive agent. 

As for the antibacterial claims, hexachlorophene is a very 
effective germicide, and in the test tube it may be expected 
that it will destroy bacteria effectively. We do not yet know 
what laboratory tests were performed by the company to 
establish a basis for these statements of comparative efficacy 
It may be that the well-known facts about the action of 
hexachlorophene in soap have simply been lifted and trans- 
ferred to Stripe toothpaste without direct study. Nothing 
in the literature would lead us to a more generous conclusion. 

The effects of this ad are to claim that Stripe is a better 
decay preventive than any other toothpaste, and to encourage 
the inadequate practice of brushing the teeth only once a 
day. The ad is therefore grossly misleading and inherently 
harmful. 


Co-Op Toothpaste (National Cooperatives, Inc.): 


The last product I will bring to your attention is Co-Op 
Toothpaste. Probably you have never heard of it; it is 
not advertised. This toothpaste is a conventional cleansing 
dentifrice sold by National Cooperatives, Inc., through 
co-op stores in different parts of the country. 

There are no ads for this toothpaste. I should like to read 
for you the message that occupies one side panel and is the 
only printed material on the carton besides the name: 

“The best insurance for sound teeth is: 1. Proper diet 
with plenty of milk, fresh fruits, and vegetables; 2. regular 
visits to your dentist; 3. thorough brushing after every 
me 
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This is sound health advice, which is in agreement with the 
advice of the best professional authorities in the country. 
* * * Thorough brushing cleans the teeth—often no denti- 
frice at all is required. * * * 


This statement is on the carton of the dentifrice package: 


(2) 


“* * * Or an effective and inexpensive dentifrice such as 
precipitated chalk or a mixture of table salt and baking soda 
can be used. * * *” 

These simple and economical dentifrice preparations have 
been suggested by organized dentistry for years, and they are 
effective ‘aids to the toothbrush when a mild polishing agent 
is desired. 

‘“* * * Many users prefer a pleasant-tasting dentifrice, such 
as Co-Op toothpaste, which encourages regular brushing by 
both children and adults.” 

There you have an honest appraisal, a clear enunic aq 
of the only things a toothpaste should be expected to do, 
sound set of dental health rules for everyone to tollow, meas a 
straightforward suggestion for those who may have to 
operate on a tight family budget. 

The cost of a tube of Co-Op toothpaste in Chicago was 29 
cents when this package was obtained. At the same time, 
the same size tube of the high-powered “hard sell’ tooth- 
pastes was offered for 59 cents or more. The material I have 
presented to you at this hearing is intended to show that, as 
far as we are aware, there is no conclusive proof that any of 
the nationally advertised toothpastes will do anything more 
for the consumer than an ordinary dentifrice like Co-Op 
toothpaste. This rare example of forthright honesty and 
sincere concern for the welfare of the consumer makes very 
plain the essential issues in the whole matter. 


Additional American Dental Association testimony: Dr. Creig 


outlined the association’s efforts (1) to standardize dentifrice testing 
to replace the ‘‘many and varied techniques employed in studying the 
possible ther rapeutic effects of dentifrices;’’ and (2) in the field « 
public education through literature and ev aluation of dentifrice 2 
but concluded: 


It is evident, however, that all the efforts of the associa- 
tion hitherto have failed to prevent or neutralize the effects 
of the misleading advertising claims which the dentifrice 
manufacturers continue to issue. The problem of combating 
a multimillion dollar sales campaign is one which the limited 
facilities of the association cannot solve. 


Dr. Creig also outlined the efforts of the association to induce 
FTC to proceed against misleading dentifrice claims. 


In January 1956, the Federal Trade Commission was re- 
quested to take action regarding claims then appearing in 
dentifrice advertising. It was suggested that the FTC give 
consideration to calling a trade conference of dentifrice 
advertisers with a wae to adopting an appropriate advertis- 
ing code for the dentifrice industry. In reply, the Commis- 
sion indicated, in effect, that it was powerless to act. It was 


the 
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pointed out that ‘in Commission proceedings the burden of 
establishing the falsity of claims is upon the Commission. 
The mere fact that advertisers have not adequately estab- 
lished that the claims made for their products are true does 
not provide sufficient basis for the Commission to sustain 
action under its procedure to require their discontinuance.” 
The Commission stated further that an advertising code to 
be effective must be “‘capable of enforcement by mandatory 
means.”’ 


When questioned by the subcommittee as to why they hadn’t 
presented evidences of false and misleading advertising to the FTC, as 
they had to the subcommittee, association officials replied that they 
had been “given the brushoff”’ by the Commission in their previous 
attempts to obtain Commission action. 

Dr. Creig said: 


[It seems obvious that only the Federal Government has the 
resources effectively to control misleading and deceptive 
claims for national advertised products. It seems equally 
obvious that with respect to therapeutic claims for dentifrices, 
and it might be observed, for a variety of proprietary 
nostrums, such control is either woefully inadequate or 
nonexistent. 


Dr. Creig urged shifting the burden of proving validity of advertised 
claims to the advertiser: 


The burden of demonstrating the validity of therapeutic 
claims in advertising belongs morally, ethically, and logically 
with the party asserting them. The current concept that 
such claims must be considered to be true and unchallenge- 
able until disproved by the public is fallacious and demon- 
strably ineffective. 

This might be accomplished by establishing requirements 
similar to those now applied by the Food and Drug Admin- 
istration in determining the safety of drugs before new drug 
applications may become effective. 


He also recommended transfer of jurisdiction over false and mis- 
leading advertising of dentifrices from the Federal Trade Commission 
to the Food and Drug Administration: 


Based on the 30 years of experience which the associa- 
tion’s council on dental therapeutics has had, it is our 
opinion that the FTC does not have the facilities to evaluate 
the claims for dentifrices, let alone the claims for the thou- 
sands of proprietary drugs which are being marketed today. 
It is hopeless and naive to expect the small scientific staff 
of the FTC to establish the truth or falsity of every claim 
which the advertisers, by whim or otherwise, feel like 
making. This is not to say that something could not be 
done about the blatant and obviously misleading claims 
that frequently appear. It would seem that this function 
would dovetail efficiently with the Food and Drug Admin- 
istration’s existing jurisdiction over new drugs and labeling. 
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1e association said whatever help it could provide in drafting a code 

Tl t 1 what help it could provid jrafting a cod 
; . . i 2 . sf cy Shea fait ”? 

of fair trade practices for dentifrices ‘‘would be available,’ to the 

Federal Trade Commission. 

The Colgate-Palmolive Co. in a statement released immediately 
prior to the subcommittee’s hearings on July 18, said that “‘it en- 
thusiastically endorses any efforts by governmental agencies to assure 
the safety of the American consumer.” When the American Dental 
Association and Colgate statements were brought to the attention of 
the FTC, FTC Chairman Gwynne told the subcommittee: 


I wish to say on behalf of the entire Commission and staff 
that we will be very pleased to cooperate with any group— 
manufacturers, dental association, dental colleges—anybody 
who can assist us in one problem that confronts us, and 
that we cannot by ourselves solve; and that is the answer 
to these scientific questions. We are pleased to have the 
report you made. That is the first I had heard about that. 


(6) Federal Trade Commission.—Chairman Gwynne referred to man- 
power and budgetary limitations as inhibitions to greater activity 
against false and misle ading advertising. He also commented upon 
expansion of advertising and FTC jurisdiction since the creation of 
FTC in 1914: 

Since the Commission was created in 1914, there have 
been not only additional duties placed upon it but also there 
has been tremendous growth in the total number of businesses 
over which we have jurisdiction. It was estimated that in 
1914, 2 million businesses were subject to the jurisdiction 
of the Commission, whereas in 1958, there are approximately 
4 million. In 1914, the national gross volume of business 
was less than $40 billion. By 1957, this volume had in- 
creased more than tenfold to $433.9 billion. The total 
volume of advertising in 1914 was $1,302 million. Printer’s 
Ink magazine suggested the total amount spent for adver- 
tising in 1957 was approximately $10,200 million. 

Our annual budget is now about $6 million. The Com- 

mission must exercise a sound discretion in determining how 
that money must be spent to achieve the maximum result in 
all the many fields which Congress has established for it. 
We are often urged by outside persons or groups to place 
more emphasis in certain fields. There are also others who 
urge that our activities in certain areas be curtailed or even 
eliminated. While we are glad to give serious consideration 
to these contending arguments, nevertheless, the final re- 
sponsibility is upon the Commission. 


As evidence of FTC activity in the dentifrice field, Chairman 
Gwynne cited 34 cease and desist orders and 27 stipulations to discon- 
tinue objectionable advertising in the dentifrice field. 

The most recent of these orders was handed down in 1951 and the 
most recent stipulation was executed in 1947. 

He cited continuing efforts to set up dentifrice advertising standards 
which, to date had failed, although, he also said, ‘‘No further action 
has been taken on Suggested Guides for the Advertising of Dentifrices 
drafted by the FTC Bureau of Consultation in May 1956.” 
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In conflict with American Dental Association testimony on the 
adverse effects of current dentifrice advertising (see p. —, supra) he 
said, “The bulk of present-day dental product advertising does have 
one ‘clearly recognizable virtue; it tends to promote dental hygiene. 
Even though all claims for a specific product may not be 100 percent 
valid, if the advertising prompts one who has not previously brushed 
his teeth to begin brushing them, I expect that most dentists would 
agree that some good has been accomplished. This is not to say, 
however, that this observation should be taken to excuse any false 
claims, but in this field it is extremely difficult to determine whether or 
not a specific claim is true.” 

He referred to difficulties of proof in proceeding against deceptive 
dentifrice claims based on scientific reports appearing in the Journal of 
the American Dental Association and in other professional and scien- 
tific journals as follows: 


(1) An article reporting reduction in dental caries of between 50 
and 60 percent obtained by toothbrushing with a neutral denti- 
frice immediately after eating. (Fosdick, Journal of the Ameri- 
can Dental Association, vol. 40, p. 133, 1950); 

(2) A report showing approximately 20 percent reduction in 
dental caries through the use of an ammoniated dentifrice. 
(Kerr and Kesel, Journal of the American Dental Association, 
vol. 42, p. 180, 1951); 

(3) A report showing a reduction in dental caries of approxi- 
mately 25 percent through the use of ammoniated dentifrices 
(Cohen and Donzanti, Journal of the American Dental Associa- 
tion, vol. 49, 1954, p. 185); 

(4) A report showing a reduction in dental caries of between 
50 and 60 percent through the use of an ammoniated dentifrice 
(Lefkowitz and Venti, Oral Surgery, Oral Medicine, and Oral 
Pathology, vol. 4, p. 1576); 

(5) A report showing a reduction in dental caries of approxi- 
mately 43 percent through the use of an ammoniated dentifrice 
(Henzchel and ee r, Oral Surgery, Oral Medicine, and Oral 
Pathology, vol. 5, p. 155); 

(6) A re port wean a 60-percent reduction in dental caries 
through the use of a dentifrice containing the antienzyme, 
sodium-N-lauroyl sarcosinate (Fosdick, Northwestern University 
Bulletin, December 21, 1953); 

(7) A report showing a substantial reduction of dental caries 
in children through the use of a stannous fluoride dentifrice 
(Muhler et al., Journal of Dental Research, vol. 33, p. 606, 1954); 

‘8) A report showing a reduction in dental caries of approxi- 
mately 50 percent, through the use of stannous fluoride dentifrice 
(Muhler et al., Journal of the American Dental Association, vol. 
50, 1955, p. 163); 

(9) A report showing a reduction in caries of approximately 
35 percent through the use of a stannous fluoride dentifrice 
(Muhler et al., Journal of the American Dental Association, 
vol. 51, 1955, p. 556); 

(10) A report showing a 40-percent reduction of caries incidence 
in 165 adults through the use of a stannous fluoride dentifrice 
(Muhler et al., Journal of Dental Research, vol. 35, p. 49, 1956, 
abstracted in Nutrition Reviews for July 1956); 
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(11) A report showing a substantial reduction in caries among 
the schoolchildren in Bloomington, Minn., through the use of 
stannous fluoride containing dentifrice (Jordan and Peterson, 
Journal of the American Dental Association, vol. 54, p. 589, 


1957); 


(12) A report showing approximately 50-percent reduction in 
dental caries through the use of a dentifrice containing sodium 
dehydroacetate and sodium oxalate (Sulser, Fosket, Fosdick, 
Journal of the American Dental Association, vol. 56, p. 368, 


1958). 

Report No. 1 above is that which caused the Commission 
fin 1944] to modify stipulation No. 2867 involving Colgate 
dental cream by the addition of the proviso as follows: 

“That the foam produced by Colgate dental cream removes 
‘all’ decaying food deposits lodged between the teeth or in 
the mouth; or that the use of such product will prevent tooth 
decay or dental caries: Provided, That nothing herein con- 
tained shall be construed as an agreement by respondent 
not to represent that cleansing of the teeth promptly after 
each ingestion of food will tend to decrease the incipience of 
dental caries.” 

Reference Nos. 2 through 5 are those relied upon by the 
advertisers of various ammoniated dentifrices. Reference 6 
relates to a widely advertised antienzyme-containing denti- 
frice. References 7 through 11 are relied upn to support the 
claims made for a popular fluoride-containing dentifrice. 
Reference 12 deals with another antienzyme-containing 
dentifrice. 

The Journal of the American Dental Association has also 
carried some reports of scientific investigations tending to 
cast doubt on the usefulness of certain types of dentifrices as 
caries-control agents. An example is the report of Hawes 
and Bibby with respect to ammoniated dentifrice which ap- 
peared in the Journal of the American Dental Association 
(vol. 46, p. 280, 1953). 


In addition to difficulties of proof, Chairman Gwynne cited lack of 
money for dentifrice testing: 


We have never attempted to obtain an actual estimate of 
the cost that would be involved in such a study because of 
our budgetary limitations for such purposes but we can easily 
envision the expenditure of $25,000 to $50,000 in the testing 
1 or 2 dentifrices. 

These are the basic problems which the Commission faces 
in formal action against manufacturers of dental products. 
Solution of these problems is a matter of fundamental eco- 
nomics. If the Congress desires to buy for the public adequate 
protection in the dental product advertising field, it has it in its 
power to do so. The Commission stands ready to carry out 
the required testing program, but lacks resources to do so. 
[Italic supplied.] 
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Chairman Gwynne also briefed the subcommittee as to Federal 
Trade Commission actions with respect to cigarette advertising claims: 


Since the fall of 1957, the Bureau of Consultation has 
asked each and every advertiser to submit “competent 
smears proof” to justify its claims. Each one of them has 

upplied us witb copies of tests made by themselves and by 
ndependent testing laboratories which purport to substanti- 
oli the claims made by each particular manufacturer. 


The Commission conceded that extension of this technique to denti- 
frice advertising could provide information and a basis for enforce- 
ment action against deceptively advertised dentifrices. 


Vv. COMMENTS 


1. Compliance through voluntary action 


During the subcommittee hearings, the American Dental Associa- 
tion volunteered to assist the Federal Trade Commission in drafting 
a code of fair advertising practices for dentifrices, and a leading denti- 
frice manufacturer noted in a press release that it ‘ ‘enthusiastically 
endorses any efforts by governmental agencies to insure the safety of 
the American consumer.’ 

This would appear to create a favorable climate for the FTC to 
“strike” now by instituting trade practice conference procedures to 
effect a code of fair advertising for dentifrices. 

2. Testing 

It is not within the province of the subcommittee to pass judgment 
on the truth or falsity of the advertising presented during the hearings. 
In material submitted to the subcommittee which will be incorporated 
in the printed record of our hearings, dentifrice manufacturers dispute 
allegations by the American Dental Association with respect to the 
advertising of their products. 

In his testimony, Chairman Gwynne, after citing difficulties of proof 
and lack of funds for testing, excused FTC’s failure to proceed against 
deceptive dentifrice advertising: 


These are the basic problems which the Commission faces 
in formal action against manufacturers of dental products. 
Solution of these problems is a matter of fundamental 
economics. Jf the Congress desires to buy for the public 
adequate protection in the dental product advertising field, it 
has it in rts power to do so. The Commission stands ready to 
carry out the required testing program, but lacks resources to 
do so. [Italics supplied.] 


Inadequate testing facilities and budgetary and manpower restric- 
tions are recurrent FTC excuses for its failure to take action against 
false and misleading advertising. 

The subcommittee believes that the observations in its report on 
the advertising of weight-reducing preparations °p. 20, H. Rept. No. 
2553, 85th Cong., 2d sess.) are relevant here and bear repetition: 


There must be additional moneys available for testing and 
personnel in the field of medical advertising. However, until 
Federal agencies apprise Congress of their operating prob- 
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lems, and the increasing magnitude of their responsibilities, 
additional funds cannot intelligently be previded—but the 
fault would seem to be with such agencies for failing to 
apprise the Congress of their difficulties by reason of lack 
of personnel and testing facilities. 


It should also be pointed out that the testimony of the American 
Dental Association contains a number of instances in which test data 
cited in advertising fails to support the advertised claims. In such 
instances, the need for clinical testing would apparently be obviated. 

Additionally, since the FTC is now requiring “each and or 
cigarette manufacturer to submit “competent scientific proof’ 
justify advertised claims, there would seem to be no valid reason as 
this same technique should not be made applicable to dentifrices, 
tranquilizer drugs, or to any other product in which scientific proof 
constitutes the basis for advertised claims. This could result in a 
much needed transfusion of vigor into FTC enforcement programs. 


3. Legislative changes 


Statutory amendments to enhance enforcement actions in the field 
of false and misleading advertising of dentifrices were proposed by 
several witnesses. 

Since consideration of legislative changes is within the purview of 
legislative committees, such proposals and suggestions are stated 
here, without subcommittee recommendation, for such action as said 
committees may deem appropriate: 

(a) Shifting the burden of proof.—It was proposed by the American 
Dental Association with respect to proceedings involving the adver- 
tising of dentifrices and other products involving therapeutic claims, 
that the burden of proof be shifted so that the advertiser would 
have to prove the validity of his advertised claims. (See also p. 21, 
H. Rept. No. 2553, 85th Cong., 2d sess.) 

(b) Transfer of ‘jurisdiction. —The American Dental Association 
suggested transferring jurisdic tion over the advertising of dentifrices 
from the Federal Trade Commission to the Food and Drug Admin- 
istration. (See also p. 21, H. Rept. No. 2553, 85th Cong., 2d sess.) 


VI. CONCLUSIONS AND RECOMMENDATIONS 


The FTC is not discharging its statutory responsibilities to halt 
or prevent deception in the advertising of dentifrices. 

The Commission should request scientific proof of advertised 
claims from dentifrice manufacturers as it is now doing with respect 
to claims advertised for cigarettes. 

3. The Commission should institute trade practice conference 
procedures without delay, with a view to effecting codes of fair 
advertising practices for dentifrices 

4. Consideration should be given by the appropriate legislative 
committees of the Congress to determine whether statutory changes 
are required for more effective enforcement action in the field of false 
and misleading advertising. 








ADDITIONAL VIEWS OF HON. CLARE E. HOFFMAN 


I can neither concur in nor dissent from a report I have never had 
an opportunity to see. 

This is one of four reports presented to the committee by the same 
subcommittee on Friday, August 15, 1958, and voted out without an 
opportunity having been provided members to peruse them. 

The chairman’s expressed policy is that members shall have sub- 
committee reports for a reasonable time prior to the meeting, but when 
the matter becomes an issue, the policy is honored in the breach rather 
than the observance. 

If the practicalities of the situation are such that investigations and 
reports must be churned out faster than members can keep up with 
them, then the committee has overextended itself and succeeding 
Congresses should take note and reduce appropriations to manage- 
able proportions. 

CiarE E. Horrman. 
I concur in the foregoing view. 
GLENARD P. Lipscoms. 
21 
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FALSE AND MISLEADING ADVERTISING 
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Avucust 18, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTY-NINTH REPORT 


SUBMITTED BY THE LEGAL AND MONETARY AFFAIRS 
SUBCOM MITTEE 


On August 15, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled 
“False and Misleading Advertising (Prescription Tranquilizing 
Drugs).”’ 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was approved and 
adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


I. INTRODUCTION 


In its examination of the efficiency of statutory enforcement 
activities of the Federal Trade Commission in the field of false and 
misleading advertising, the subcommittee, during the 2d session of 
the 85th Congress, initially studied and is reporting herein on the 
extent and effectiveness of enforcement actions of the Commission 
with respect to claims advertised for tranquilizing drugs which are 
available only on doctor’s prescription. Drugs obtained on prescrip- 
tion are generally known as ethical drugs. 

During the Ist session of the 85th Congress, the subcommittee 
examined into FTC efficiency in the field of false and misleading 
advertising with respect to claims advertised for filter-tip cigarettes 
and alleged weight-reducing preparations. 


1 
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Relevant statutory provisions 


In addition to the general enforcement authority on deceptive 
practices contained in section 5 of the Federal Trade Commission 
Act, section 12 (a) (1) of the act, contains enforcement authority 
specifically relating to false and misleading advertising as follows: 


It shall be unlawful for any person, partnership, or cor- 
poration to disseminate, or cause to be disseminated, any 
false advertisement— 

(1) By United States mails, or in commerce by any 
means, for the purpose of inducing, or which is likely 
to induce, directly or indirectly the purchase of food, 
drugs, devices, or cosmetics * * * 


Section 15 (a) (1) of the act defines “false advertisement” 


an advertisement, other than labeling, which is misleading 
in a material respect; and in determining whether any adver- 
tisement is misleading, there shall be taken into account 
(among other things) not only representations made or sug- 
gested by statement, word, design, device, sound, or any 
combination thereof, but also the extent to which the adver- 
tisement fails to reveal facts material in the light of such 
representations or material with respect to consequences 
which may result from the use of the commodity to which 
the advertisement relates under the conditions prescribed in 
said advertisement, or under such conditions as are custom- 
ary or usual. 


With specific reference to professional medical advertising, the 
section provides as follows: 
No advertisement of a drug shall be deemed to be false 
if it is disseminated only to members of the medical profes- 
sion, contains no false re presentation of a material fact, 
and includes, or is accompanied in each instance by truthful 


disclosure of, the formula showing quantitatively each 
ingredient of such drug. 


Il. BACKGROUND 


Despite the plethora of labor-saving gadgets, devices, and equipment 
and the many industrial and scientific advances that have occurred 
during the past 25 years, the human machine does not seem to have 
been equal to taking full advantage of the 40-hour workweek or the 
other benefits of our electronic and pushbutton age. 

The stresses of modern life have filled half of our hospital beds with 
patients suffering from mental or emotional disorders. It is esti- 
mated that 1 of every 10 persons in the United States will spend part 
of his life as a patient in a mental hospital—or as expressed in more 
personal terms by one subcommittee witness: 


Based on available figures it would not be unreasonable to 
estimate that well over half the families in the United 
States had at least one member in a mental hospital or 
under psychiatric care so that news about advances or 
dangers of treatment command a tremendous audience with 
intense personal interest. Until 5 years ago a great majority 
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of mental diseases could not effectively be treated either 
because no adequate treatment existed or because the avail- 
able techniques were so time consuming and expensive that 
only a handful of the hundreds of thousands of patients 
could even be treated. 


The economic loss to our country attributable to mental illness 
totals over $4 billion annually: 


Wauat Is THE OvERALL Direct Cost oF MENTAL ILLNESS IN THE UNITED STATES 
Topay? 


(Prepared by National Committee Against Mental Illness) 


1. It is estimated that mental illness costs annually approximately $4,172,- 
124,955. This includes: 
(a) Total maintenance expenditures of public mental hospitals 
for fiseal 1056, (43)... ..<-)- -absansspwidacisacasubeinast $662, 146, 372 
(b) Estimated cost of care and maintenance of 60,293 neuropsy- 
chiatric patients in Veterans’ Administration hospitals 
(1966) 20) ...5 Ji... da gn se deere ee eee 238, 000, 000 
(c) Veterans’ Administration compensation and pension pay- 
ments to veterans whose only or major disability was classi- 
fied as a mental illness or psychoneurotic disorder in 1956 
ROGUE TUMEE a0 .00-0 inst acaraevernnneinmeataaaeiciel 284, 240, 844 
Estimated cost of construction of new Veterans’ 
Administration hospitals for psychiatric and neuro- 
logic patients 1947-55 totals $121,184,229 (16). 
(d) Total amounts appropriated for new construction, additions, 
and renovations to mental hospital facilities, as reported by 
State authorities, as of November 1955 (15)___.-_------ 750, 000, 000 
(e) Expenditures of public institutions for mental defectives and 
epileptics (1953 latest year for which information is avail- 


UR) TIO in ears Fin cared Siaalitevr ceniateens inten eeideieeieiaaiiats 157, 908, 029 
(f) Cost of public assistance to mentally ill and defective persons 

OR rk se ak gece kn devudbe seen Ma catttseneaeen 18, 303, 360 
(g) 1955 loss in earnings of patients admitted to mental hospitals 

is 1954 (8). do beswnnd teh denkh 3668 6sdes GRO cee 2, 061, 526, 350 


The loss to the Federal Government in Federal 
income tax revenue on those lost earnings totaled 
$271,000,000 in 1955 (8). 


RO anatenthetdaeye-atevietewaneenme neem cal 4, 172, 124, 955 


The development and use of tranquilizing drugs in treating mental 


illness was described to the subcommittee in the following dramatic 
fashion: 


The development and successful application of the psycho- 
pharmaceuticals was a thermonuclearlike explosion which 
marked the end of one era and the beginning of another; and 
which may, in point of fact, be of markedly greater import in 
the history of mankind than the atom bomb since if these 
drugs provide the long-awaited key which will unlock the 
mysteries of the relationship of man’s chemical constitution 
to his psychological behavior and provide effective means 
of correcting pathological needs there may no longer be any 
necessity for turning thermonuclear energy to destructive 
purposes. 


The impact upon hospital population was no less dramatic: 


It is too soon to know whether we are really across the 
threshold but let me present the evidence for those who hold, 
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as do I, that a major event has occurred in the psychiatric 
field. 

In the 185-year history of the public mental hospitals in 
the United States, at the end of each year there were more 
patients in the hospitals than there had been at the end of 
the previous year. In 1956, which was the first year that 
the drugs were used on large scale, a simple statement of the 
facts is the most dramatic way of indicating what happened. 
The anticipated increase in the mental hospital population 
of the country was such that at the end of the year if the 
projection followed through there would be between 10,000 
and 12,000 patients more in mental hospitals than there 
had been at the beginning of the vear. 

Instead of the increase, there was actually a decrease of 
over 7,000 patients. In other words, the difference between 
the expected population and the actual population was 
almost 20,000 patients. 

Note that this was almost the first time anything like this 
had happened since records had been available. This 
was not an isolated phenomenon due to an abrupt change in 
1 or 2 States since in point of fact 43 of the 48 States had less 
patients than had been anticipated. In New York State 
where the anticipated increase had been between 2,000 and 
2,500 patients there was an actual loss from the hospital 
rolls of some 500 patients—a difference of roughly 3,000. It 
is impossible to prove that the drugs and the drugs alone were 
the cause of this unique reversal, and undoubtedly the en- 
thusiasm of hospital staffs who found for the first time they 
had means of treating patients on a large scale—success- 
fully—may have entered into the picture, but the burden of 
proof lies with those who say that the drugs had little or no 
effect in bringing about this remarkable change. 


Soon after their successful use in hospitals, the drugs were pre- 
scribed in private practice “on a gigantic scale.’ It was estimated 
that 35 million prescriptions for these drugs were written in 1956— 
that of 10 compounds most frequently prescribed in 1955, 3 were 
tranquilizers. 

III. THE PROBLEM 


Because of the great reliance on medical literature and professional 
advertising of pharmaceutical firms to the medical profession, many 
physicians felt that the busy practitioner, notwithstanding his pro- 
fessional training and sophistication, was susceptible to the lure of 
advertising extravagances contained in these media. 

The subcommittee was told that ‘any pharmaceutical which 
possesses potency invariably has side effects:”’ 


In the case of the psychopharmaceuticals there are 
similarly side effects but the vast majority of these, although 
they may be annoying, are not dangerous and to the best of 
my knowledge * * * are fully reversible when the medica- 
tion is discontinued, reduced, or supplementary drugs given 
to correct the side effects. There are rare side reactions 
which occasionally are dangerous (as they are with aspirin or 
any other drug). 
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or 


* * * However, if the physici ian is fully aware of these 
side effects and on the lookout for their occurrence, medica- 
tion can almost always be reduced or discontinued in time 
to prevent fatalities, so that if the physician is well informed 
and he recognizes the side effects early, he can avoid, in most 
cases, fatalities. 


Another witness outlined the injury that could ensue from extrava- 
gantly advertised claims and failure to disclose side effects in pro- 
fessional advertising. 


Some persons may ask what harm can come from abuses 
of the advertising of these drugs. It can come in several 
ways. In the first place, these drugs are expensive and 
much more so than the sedatives which they have partially 
replaced. If they are adopted in illnesses for which they 
offer no advantage over earlier sedative drugs or over an 
inert tablet with no pharmacological activity, patients, 
clinics and hospitals have obviously been put to unneces- 
sary expense. When the number of patients and pills 
becomes as great as it has, the wasteful expense can reach 
alarming proportions. 

Secondly, these drugs have important side effects and 
complications. Some of these we understand rather well. 
Others we know little about, and still others which may 
develop more slowly we may yet know nothing of. For the 
most past, side effects and complic ations of the drugs are 
mild. But some have been serious and where the possi- 
bility of serious effects exists caution becomes essential. 
One can rarely or never tell in which patient an unexpected 
and perhaps serious complicatic yn may arise. It follows that 
indiscriminate use of the drugs may mean for a few persons 
pe ‘rhaps, but still for an unnecessary few, harm which could 
have been avoided. 

Thirdly, excessive and artificial enthusiasm for these drugs 
promoted through undisciplined advertising can lead to a 
harmful oversimplification of psychiatric treatment. Care- 
ful studies show with increasing clarity that these drugs 
alleviate symptoms, but do not by themselves cure mental 
illness. Yet we rarely find this limitation emphasized in 
the pamphlets distributed by the manufacturers. When 
manufacturers, physicians and patients come to believe 
that presently available drugs of this group alone can cure 
mental illness, other necessary treatments such as psycho- 
therapy may be delayed or omitted altogether. Unfortu- 
tunately, just this happens rather often. We frequently 
observe patients who have received “tranquilizers” for weeks 
and months without any effort having been made to modify 
the patient’s fundamental disorder. As I said earlier, drug 
manufacturers are not alone to blame for this sort of medical 
practice. Yet one cannot avoid the impression that some 
of them have encouraged it through their advertising 
practices. 


H. Rept. 2668, 85-2 
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Commenting on the growth and sales promotion methods of the 
pharmaceutical industry, Dr. Joseph C. Garland, editor of the New 
England Journal of Medicine: 


As the pharmaceutical industry has become bigger business 
it has inevitably been drawn into an acceptance—perhaps 
not always willingly—of these promotional methods of big 
business, often in violation of that unique phenomenon 
known as good taste. Such methods carry with them a 
risk that the legitimate and erstwhile mutually respected 
partnership between pharmacy and medicine may turn into 
one in which medicine becomes a junior partner only to 
the big business of pharmaceutical manufacturing, with its 
large-scale exploitation of potent and consequently dangerous 
drugs. For agents that have a dynamic effect on physiologic 
functions may alter those functions adversely as well as 
favorably, and their availability carries with it an added 
responsibility for their use. 


Dr. Garland concluded on a humorous but pointed note: 


In summary, if I may speak for others as well as myself, 
we as physicians recognize and appreciate our ancient 
partnership and our friendly relations with our dynamic 
friends, the manufacturing apothecaries. We admire their 
scientific foundations and their genuine philanthropies and 
appreciate their cocktail parties, where our cups runneth over, 
but we stand a little in awe of the sinews that they have 
acquired. 

As editors we delight in the revenue from their adventures 
in competitive advertising, even as we seek to put restraints 
on its ultrapersuasiveness and keep it within the bounds 
that medical propriety and a sense of service to humanity 
have set. Our first duty is to the public, plainly enough, 
and so is theirs, for whereas much of modern advertising in 
general is designed to create a desire where there is no need, 
that of the drug business should still be patterned on the 


principle of responsibility to humankind. (NEJM, Dec. 5, 
1957.) 
The medical directors of pharmaceutical firms were concerned over 


advertising excesses in 1955 and adopted a code of advertising guides 
for ethical drug promotion. However, according to testimony re- 
ceived by the subcommittee, bec: ause of conflict between company 
scientific and sales personnel the code was not adop ted by the drug 
firms. In fact, over 3 years el: apsed before a code was finally adopted 
by their firms subsequent to the subcommittee’s hearings—and its 
adoption was attributed in one trade journal to the spotlight that the 
subcommittee had focused on this matter. 


IV. HEARINGS 


Following extensive consultation with outstanding psychiatrists and 
research experts, the staff presented its assembled data on professional 
advertising of prescription tranquilizing drugs to the subcommittee 
which unanimously resolved to continue its study of FTC efficiency, 
with hearings on the advertising of these drugs. 
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The hearings commenced on February 11, 1958, and continued for 
three additional sessions, concluding on February 26, 1958. 

Testimony was received from prominent medical research scientists, 
practicing psychiatrists, medical school professors, and key officials 
of the Food and Drug Administration and the Federal Trade Com- 
mission. Industry representatives and the Director of the National 
Institutes of Health, both invited to appear, filed statements after 
inclement weather forced postponement of their earlier appearances, 
and other commitments prevented their later appearances. 

The following is a list of witnesses who appeared before the sub- 
committee (in order of their appearance): 

Dr. Nathan S. Kline, director of research, Rockland State 
Hospital, New aa De Copier wet of Mental Hygiene. 

Dr. Frank J., Ayd, , practicing psychiatrist and medical 
researcher, Baltimore, Mia 

Dr. Leo Bartemeier, chairman, council on mental health, 
American Medical Association, past president of the American 
Psychiatric Association, and director of the Seton Institute, Balti- 
more, Md.; accompanied by Dr. Lauren A. Woods, associate 
professor of pharmacology, University of Michigan Medical 
School, Ann Arbor, Mich.; and Dr. Malcolm Phelps, president, 
academy of general practice, and member of house of delegates 
of the American Medical Association. 

Dr. J. Murray Steele, chairman, committee on public health, 
New York Academy of Medicine. 

Dr. lan Stevenson, professor and chairman, Department of 
Neurology and Psychiatry, University of Virginia, Charlottes- 
ville, Va 

Dr. Harry F. Dowling, head of the Department of Medicine, 
College of Medicine, University of Llinois. 

Albert H. Holland, Jr., Medical Director of the Food and 
Drug Administration. 

Hon. Sigurd Anderson, Commissioner, Federal Trade Commis- 
sion; accompanied by Earl Kintner, General Counsel; John T. 
lawughlin, Assistant General ¢ ‘ounsel; Harry Babcock, Director, 
Bureau of Invest igation; Frederick W. Irish, Division of Scientific 
Opinions; Charles R. Moore, legal adviser on deceptive practices; 
and nae P. Baxter, Chief, Division on Management and 
Organization. 

Statements were filed for the record by: 

Dr. Frederick F. Yonkman, vice president in charge of research, 
CIBA Pharmaceutical Products, Inc.; and 

Dr. Robert H. Felix, Director, National Institute of Mental 
Health. 


V. TESTIMONY 


(a) Non-Government witnesses.—Dr. Kline, the lead witness urged 
the subcommittee, presumably because of the publicity such disclo- 
sures would receive and the possible unsettling effect on patients as 
a result of such publicity, that “it would be not only inadvisable but 
highly improper and very much against the public welfare to name 
any drug as such.” 

The subcommittee acceded to Dr. Kline’s request. No reference 
was made during the hearings to brand name or company—all adver- 
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tising exhibits had masking tape to obliterate the brand name and 
manufacturer. 

Although Dr. Kline had written an editorial only 8 months earlier 
(June 1957) in the AMA Archives of Neurology and Psychiatry, on 
advertising excesses of questionable pharmaceutical firms, he felt that 
“the excesses which were indulged in by some of the pharmaceutical 
houses have virtually disappeared.”’ 


One of the worst offenders brought upon themselves the 
animosity of virtually everyone by resorting to promotional 
devices which were misleading and cheap and flimflam. 

The medical profession reacted so negatively against this 
that they reorganized the company. 


Minimizing excesses in current edvertising, Dr. Kline said that: 


At the present time, I think the promotional literature is 
quite circumspect. It may happen still occasionally that 
someone is quoted out of context, but I suspect at this point 
that it is by accident, rather than what one might consider 
design. I have a number of other documents showing the 
awareness of the industry itself on this point. They have 
set up a number of medical ethics committees to attempt to 
promote some self-regulation. 


Dr. Kline concluded that doctors were sophisticated enough not to 
take advertising extravagances at face value. 

He was most expansive in his praise of research that had been 
carried on by the pharmaceutical houses. 

Dr. Ayd, although praising ‘‘most” of industry, qualified his 
praise: 

I can tell you that most drug houses are anxious to learn the 
drawbacks of a drug as well as its assets. As a clinical 
investigator who has screened compounds for a representative 
number of drug firms, I can tell you that, to determine the 
significance of toxic effects, they encourage comprehensive 
evaluation of any that occur, providing any financial assist- 
ance or expert consultation necessary. 

They discourage glossing over or a casual attitude toward 
side effects. ‘They emphasize that to market a poor product 
or to fail to warn against a drug’s toxicity is contrary to their 
objective of serving the public welfare. As business people, 
they are loathe to promote any drug which serves no useful 
purpose. 

They realize that to do so means more than a financial 
loss. They cherish and seek the medical profession’s con- 
fidence and respect. 


However, he also pointed to the less ‘‘ethical’? among the ethical 
drug firms: 


Every profession and business has a minority more in- 
terested in goals other than the accepted ethical ones. 
These bring discredit to their colleagues. Unfortunately, 
the pharmaceutical industry has a few members who have 
resorted to a type of introductory ballyhoo and advertising 
foreign to the good taste that has characterized the industry 
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and which the medical profession considers proper for its 
tacit partner. 

They have not hesitated to market new drugs on which 
the clinical work done is sufficient to satisfy the safety re- 
quirements of the Federal Drug Administration, but hardly 
enough to establish the claims made for its clinical uses or 
its freedom from side effects. Furnished with this inade- 
quate clinical information, the copywriters for their ads, 
some of whom are obviously skilled in the dubious journal- 
istic art of omission, proceed to extoll the products assumed 
assets by blatantly stating that the new drug does not cause 
the dreadful, undesirable ‘liabilities of its predecessors. 


He related to a personal experience, involving suppression of adverse 


information submitted by him to a drug firm after clinical research 


on the firm’s product: 





I screened a compound for a particular firm. The initial 
promotional literature that they put on the market was so 
done without my knowledge. As a matter of fact, 1 heard 
of it by a phone call from a colleague in New York who said, 
“T must have misunderstood the statement you made at the 
particular medical meeting he was talking about, because of 
this advertising,” and he quoted the advertising to me. 

I said, ‘‘Well, that is taken completely out of context.” 

What had happened was that the firm took a part, or a 
portion of the report that I submitted to them on the com- 
pound, used that, which made the drug look quite good. 
But the other remarks I made about the drug which would 
not have made it look so good were completely left out. 

* * * they only quoted that portion in which I spoke 
about the therapeutic effects of the drug, which were 
quite good. When I pointed out that these therapeutic 
effects were obtained at some risk and hazard, that part was 
left out. All that was said was what would really constitute 
an endorsement of the product. 

i contacted the firm and voiced my protest about this. 
Representatives of the firm came to see me, and we discussed 
the pros and cons of the whole thing. What they did was 
drop me from all future advertising. 

However, the original one was sent out to, 1 would assume, 
the bulk of the practicing physicians in the United States, and 
there was no way of retracting, shall I say, X number, which 
is in the thousands, of course, of advertisements for promo- 
tional literature which contained these remarks which I 
considered incomplete. 

I have no objection to a firm using anything I have sub- 
mitted to them, because that is what I do the work for. 


But if they are going to do it, it should be done in toto or 
not at all. 


Under subcommittee questioning, on exhibits of’current tranquiliz- 


ing drug advertising, Dr. Ayd cited instances of failing to cite known 
side effects in advertising, advertising “no known contraindications” 

notwithstanding az _ evidence of same, references to lengthy bibli- 
ographies which failed to substantiate advertised claims, and, as well, 
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one instance where the company warned of drowsiness in the litera- 
ture on its tranquilizer but advertised ‘‘no impairment of physical 
efficiency.” 

Dr. J. Murray Steele, professor of medicine at New York University 
and chairman of a committee on public health of the New York 
Academy ot Medicine cited the findings of his committee in its exam- 
ination of tranquilizing drug advertising in 1956. 


an additional aspect of the situation is the extravagant and 
distorted literature which some of the drug houses are dis- 
tributing to the medical profession. Such literature may be 
misleading in two respects: First, it may recommend a 
product in such a way as to lead to, if not encourage, its 
indiscriminate use. 

Secondly, some manufacturers’ literature which is dis- 
tributed to physicians and pharmacists contain, too infre- 
quently, little or no mention of side effects and contrain- 
dications to the use of the tranquilizers. 


The study was made at the request of the Commissioner of Health 
of New York because of the “wide and indiscriminate use of these 
drugs outside, for the most part, of the psychiatric institutions” and 
because “‘the kind and type of advertising had stimulated the use of 
these drugs in many, many situations where one did not think the 
stimulation ought to point.”’ 

Dr. Steele referred to New York City experience of 99 cases of drug 
poisoning with 2 fatalities due to use of tranquilizers in 1956, and 170 
cases in 1957, with no fatalities recorded. 

He cited improvements in advertising since the appearance of his 
committee’s report, and since adverse comment in medical journals 
on tranquilizer advertising in late 1957. 

Dr. Stevenson praised the contribution of tranquilizers to psychi- 
atric treatment and joined Drs. Ayd and Kline in lauding the phar- 
maceutical industry for commendable restraint in its advertising. 
However, he said: 


Unfortunately, those who have not done so have raised in 
the minds of some physicians the question of whether all the 
drug manufacturers can adequately discipline themselves to 
the requirements of medical practice. For mental illness in- 
volves human suffering of a very high order, and the public 
has a right to expect greater caution in the advertisers of 
drugs than in those of automobiles and television sets. 


Dr. Dowling also called attention to the contributions of the drug 
firms: 

The pharmaceutical manufacturers deserve great credit 
for the wisdom they have shown in planning important re- 
search programs, for the technical know-how which has 
resulted in the manufactures of new and complex drugs, for 
their willingness to risk large sums in an attempt to find 
better remedies, and their readiness to support worthwhile 
research even though it may never bring them a single dollar. 
I believe that this same industry should be able to control the 
excesses of advertising and channel their communications in 
such a way as to inform the doctor properly about new drugs. 
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They do many things to contribute to this already, but 
unfortunately, if only a few companies resort to suggestive 
and misleading advertising it is necessary for the others, who 
constitute the great majority, to step up their advertising 
campaigns also or else lose the market. 


In discussing advertising abuses, Dr. Stevenson noted: 


This brings me to discuss some of the advertising practices 
to which critical physicians in general, and myself in particu- 
lar, take exception. Many of ‘the abuses, which we criticize 
are exceedingly subtle. They consist not of untruths, but of 
half or quarter or eighth truths presented in such a way that 
you can mistake them for the whole truths. And yet the 
manufacturer when questioned may righteously deny that he 
wrote anything but the truth and deny that he intended to 
distort the evidence. The more important offenses of ad- 
ol which occur to me are the following: 

) The presentation of data in advertising brochures 
isd hi is given an appearance of high scientific quality with- 
out in fact possessing this. For example, drug manufacturers 
frequently include in these brochures bibliographic references 
to ostensibly scientific publications to which the reader can 
turn for fuller details of the benefits claimed for the drugs. 
However, such bibliographies are frequently partially or 
completely spurious. They are heavily loaded with what 
we call “personal communications” (which means not pub- 
lished at all), with articles in foreign medical journals, and 
impressionistic, uncontrolled articles often of second-rate 
American journals. Moreover, from more substantial arti- 
cles, sentences may be taken out of context and made head- 
ings for an advertising brochure. Such headings catch the 
eye and impress the mind. If the reader does not consult 
the original article from which the sentence was extracted, 
he may never know that the physician thus quoted had also 
a great many qualifying reservations about the drug in ques- 
tion. Finally, I may mention the complete failure of such 
drug brochures to mention trials of the drugs which showed 
them to be less valuable, or of no value whatever. It may 
be argued that to ask this is to require too much of a man of 
commerce. Perhaps so, but then he should not disguise his 
material as if he were a man of science. For to use the lan- 
guage and manner of science surely carries with it the respon- 
sibility of practicing the total behavior of scientists which is 
to examine all kinds of results dispassionately. 

Many of the advertisements for these drugs offer a strange 
mixture of the quasi-scientifie presentation of data with a 
dramatic, frequently pictorial message. The words or pic- 
tures unfold a story of miserable ment suffering transformed 
into radiant happiness through, so they imply, the benefi- 
cent effects of the drug advertised. Much of the advertis- 
ing is pitched at a very low level of intelligence. It appeals 
direc tly to emotional symbols, frequently. unconscious, and 
bypasses the higher thought proéesses which should come 
into play i n judging the effectiveness of a drug. Presum- 
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Dr. Stevenson referred to the following examples of advertising 
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ably this kind of material would not be used if there were 
not grounds for believing in its effectiveness which fact is a 
disappointing reflection on the critical facilities of physicians 
to whom nearly all of it is addressed. 

(2) The advertising of the drug manufacturers frequently 
fails to give proper emphasis to complications and side 
effects of the drugs. Drugs which can in fact have quite 
serious complications may be presented as possessing only 
minor hazards when careful studies have shown this not to 
be so. In the heat of competition many companies brought 
out new drugs containing comparatively minor modifica- 
tions of compounds previously tested. They then claimed, 
frequently quite prematurely, that these drugs brought 
fewer side effects and complications than their predecessors. 
This kind of advertising can produce a temporary rush to a 
new drug on the part of uncritical physicians. 

(3) The advertising of the drugs can include a serious 
oversimplification of mental illness and its cure leading the 
unwary physician and patient to believe that the answer has 
already been found. 

Each of the various offenses I have listed has been com- 
mitted and it is not difficult to find examples, some of which 
I have brought with me. I will repeat, however, that al- 
though the offenses are serious and considering the human 
suffering involved, heartless and cynical, the number of 
offenders is small. 


abuses: 


He raised doubt as to the ability of doctors to evaluate advertising: 


I think under the heading of “examples of failure to em- 
phasize adequate harmful! side effects of drugs,’ I might 
mention drug A, which was marketed across the country 
after only two clinical studies had been published contain- 
ing negligible mention of side effects. Subsequently harm- 
ful side effects of this drug were published and—I know four 
references—and yet subs sue advertising of this drug 
have continued to neglect and minimize side effects. 

In other words, there has been no real picking up as to the 
rare, to be sure, but nevertheless important side effects. 

Another drug, the advertising of which I thought of since, 
was drug B, in which the advertising represents the drug as 
having negligible side effects, and complications. And yet 
a report—two reports by reliable investigators have de- 
scribed important and potentially dangerous side effects 
Again, the current advertising in my opinion doesn’t suffi- 
ciently emphasize the side effects. 


* * * T wish to emphasize that the excessive enthusiasm, 


of the few errant drug manufacturers could do no harm if it 
did not encounter easy acceptance by both physicians and 
patients. Physicians would like drugs which would help 
them do what they canndt yet do, cure all their patients. 
And many physicians cannot evaluate evidence bearing on 
the value of a drug, so that they may think a particular drug 
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much more useful thanitis. Patients even more eagerly hope 
for a pill which will solve their difficulties and cure their ills. 
Under the circumstances, therefore, we can hardly attribute 
all the evils of the misrepresentation of these drugs to the 
manufacturers alone. Others share the responsibility. At 
the same time, the medical profession must concern itself with 


eliminating all sources of distortion in the evaluation of these 
drugs. 


In this he was joined by Dr. Dowling: 


So-called ethical advertising is directed to the physician 
rather than to the layman. It is a fallacious, but neverthe- 
less frequently repeated statement, that as long as adver- 
tising is directed to this professional group it cannot mislead 
them because they have enough knowledge to be critical of 
the facts presented. I shall try to give my opinion as to why 
this is not true. In the first place, fundamental knowledge 
regarding the actions and toxic effects of drugs is needed 
and this knowledge cannot be acquired by a practicing phy- 
sician within a short period of time. Changes in medical 
treatment are taking place so rapidly that one method of 
therapy may be displaced by a completely different one in 
the space of a few years * * * 

Secondly, the rate at which new drugs are introduced is so 
rapid that the busy doctor cannot keep up with them unless 
clear, concise, and authentic information is given to him. 
When the information is incompletely presented, or is sug- 
gestive rather than factual, learning about the multitude of 
new preparations becomes impossible. Much of the early 
work on a new drug is of a preliminary nature and therefore 
the observations lack adequate controls * * * 

The third reason why the doctor can’t keep up is that the 
promotion of a drug sometimes antedates the publication in 
scientific journals of the facts upon which the physician can 
base his own opinion. References in advertisements to 
personal communications, rather than to articles in medical 


journals, prevent the doctor from getting the facts for 
himself. 


Dr. Dowling in his statement, combined praise of drug firms and 
criticism of drug-advertising abuses: 


What I am saying is that the pace of introducing new drugs 
has become so rapid that the channels for communicating 
solid facts cannot keep up. I do not believe that the 
responsible members of the pharmaceutical manufacturing 
i profession, and this includes most of the companies, want it 
this way, but the techniques of merchandising which are fami- 
liar elsewhere have gradually taken over in the field of the 
advertising of drugs to the physician. This should not be so. 
When we are dealing with something as important as good 
health and the difference between living and dying, we are 
dealing with something different than shoes and automobiles, 
and trips to Bermuda. 
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The subcommittee staff advised the Washington office of the 
American Medical Association of its hearings and asked for AMA 
representatives to present its views. Three representatives appeared 
including a psychiatrist who had expressed disinterest to the subcom- 
mittee staff several months earlier when an appointment with him was 
sought to discuss the subject matter of the hearings. He was AMA’s 
principal witness. 

He had no prepared statement—nor did the others who accompanied 
him. He said he was at the hearings to “assist the committee in any 
way I can.” 

He was not familiar with writings and activity on excesses in the 
evils of advertising of trang uilizer drugs, he was not familiar with the 
AMA survey to gage physicians’ attitude to advertising promotion 
nor with the code ethical drug promotion guides of advertising being 
drafted by the American Drug Manufacturers’ Association, nor with 
the advertising standards of Journal of the American Psychiatric 
Association. 

He conceded there had been ‘‘a great deal of advertising” of tran- 
quilizers but said he had ‘‘not been impressed with excessive advertis- 
ing.”’ He said, “it would be difficult for me, sir, to know what is exces- 
sive and what is not excessive.”’ 

He was not familiar with actions by the Food and Drug Administra- 
tion against excesses in tranquilizer drug advertising. 

He did not know from his ‘‘own personal direct knowledge, whether 
AMA had” taken an interest in the advertising or information fur- 
nished by the pharmaceutical houses to the medical profession. 

He finally conceded that he ‘‘was not as much assistance to the sub- 
committee as I would like to be * * *” 

All non-Government witnesses (except representatives of the 
American Medical Association who offered no recommendations) 
recommended transfer of jurisdiction over professional medical adver- 
tising from the Federal Trade Commission to the Food and Drug 
Administration principally on the basis of experience and adequacy of 
facilities. Dr. Yonkman, in his filed statement, summarized the 
reasons for this position, as follows: 


I see no reason for attempting to delegate responsibility 
to any other Federal agency. Only the Food and Drug 
Administration is medically staffed. I know that in their 
drug regulation they could well do with an increased budget, 
and I agree with Dr. Kline that salary levels should be 
commensurate both with their responsibilities and with 
salaries that prevail outside the Government. I might add 
that this is a common complaint, and not found only in 
Government agencies. But to diffuse responsibility among 
several agencies, to invite the intrusion into these areas of 
fundamental medical judgment by any governmental group 
which is neither medically staffed nor qualified to pass 
medical judgments would be extremely hazardous. It would, 
also, be duplication. But, more importantly, it might have 
two extremely unfortunate side effects of its own. It might 
impede the development of new drugs and the dissemination 
of knowledge about them to the medical profession, where 
such drugs might be effective in saving lives and alleviating 
human suffering. And should serious conflicts of opinion 
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arise between the agencies, it might endanger the confidence 
of the patient in his doctor, which the touchstone of effective 
medical treatment. 


(b) Government witnesses 
1. Food and Drug Administration 


Dr. Holland, Food and Drug Administration Medical Director, 
charged with determining safety of tranquilizers as ‘“‘new drugs” under 
the Federal Food Drug and Cosmetic Act, cited ‘“‘a few instances” in 
which FDA “felt that statements [in tranquilizer drug advertising] 
were being made by the firm which exceeded the terms or provisions 
of their new drug application.” The firms changed their advertising 
to eliminate features objectionable to FDA. 

The FDA jurisdiction with respect to advertising technically is 
limited to labeling. 

Noting that there are some circumstances where direct mail on new 
drugs might be considered as labeling, Dr. Holland explained: 


We have not set out to make any cases of this nature because 
to date we have had what, in my judgment, is a satisfactory 
degree—not a perfect degree, but a satisfactory degree—of 
voluntary compliance on the part of the responsible segments 
of industry in correcting or changing or modifying question- 
able advertising practices in those instances where they 
came to our attention, and we in turn called them to their 
attention. 


As to whether advertising in medical journals could be considered 
labeling, Dr. Holland said: 


It is conceivable that each journal ad, under some cir- 
cumstances, could be identified as labeling. Again we have 
not undertaken to make such a tenuous case, but, rather, 
have preferred the approach of going directly to the firm 
where unacceptable statements were involved. By and 
large, however, due to the construction of the law which 
enables this new drug procedure, and due to our limited 
staff and facilities, as well, and I think perhaps to some 
recognition of the responsibility of the pharmaceutical in- 
dustry in this country to do some of its own policing and to 
assume the responsibility for statements made in the names 
of their own firms and in the names of their own products, 
we have not been anxious to get into this field on a legal 
basis, in terms of bringing actions against firms for violations. 


Dr. Holland disagreed that physicians were being duped by ad- 
vertising excesses. 





“* * * it is my personal feeling that the medical profes- 
sion is not quite as easily misled by some of the practices of 
the industry as even the industry would like to believe.” 


2. The Federal Trade Commission 


Federal Trade Commission member, Sigurd Anderson, could recall 
‘no instances where the medical profession or any member thereof has 
complained that a drug advertisement disseminated exclusively to the 
profession contained a false representation of a material fact or that a 
drug did not contain a truthful disclosure of its formula.” 
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He stated further: 


He conceded that 
complaint but can 


I should point out, however, that were it to receive such 
complaints, the C ommission would probably apply standards 
different to those applied to advertising materials which are 
disseminated to the public. We w ould take into considera- 
tion the scientific training and the ability and experience of 
the members of the medical profession. It is clear that 
advertising materials which might deceive untrained lay 
people would not deceive doctors. Where drugs are obtain- 
able only upon medical prescription, therefore, the public 
interest would not require action by the Commission unless 
the medical profession had actually been misled or deceived 
as to a material fact. As noted, our records show no com- 
plaints of deception of doctors. 





own motion. 


He referred to FTC manpower difficulties. The Commission, 


said— 


There was some understandable differences 


has only two doctors and [ assure you that they are stacked 
up way beyond any load they can carry in other areas where 
we are conducting our investigations. Perhaps if we had 
doctors to examine as to the claim made in this type of 
advertising, we could do something, but at the present time 
I assure you we haven’t. It has not come to our attention and 
we have not been using our doctors for the examination of 
that type of advertising. 


the Commission need not wait for an outside 
-and does in other fields—initiate action of its 


he 


within the Commission’s 


testimony as to whether section 15 (a) (1) of the Federal Trade 


Commission Act, as amended, (see infra, p. 17) exempted profes- 


sional medical advertising from the Federal Trade Commission Act. 
The FTC’s General Counsel said: 


I will try to be as helpful as I can to the subcommittee. 
The courts have not construed this particular segment of the 
statute, nor has the Federal Trade Commission construed it 
inacase. Therefore, within the realm of legal speculation as 
to the meaning of it, we have searched the legislative history 
of the Wheeler-Lea amendment, as undoubtedly your staff 
has, and we find nothing in the legislative history which sheds 
any light upon the meaning of this particular clause. 

I am advised by a gentleman since retired from the Com- 
mission, who was quite active before the Congress on the 
Commission’s behalf, testifying with respect to the Wheeler- 
Lea amendment, that it is his impression that this clause was 
inserted at the request of the medical profession to set up a 
standard somewhat less stringent than that of the main part 
of the statute, and that the medical profession representatives 
at that time were moved to urge this clause upon the Congress 
on behalf of medical journals serving the profession. In that 
light, it would appear that a standard less stringent than 
that in the main part of the statute is intended. How much 
less stringent is the big question. 
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As I say, we are in the realm of speculation as to what this 
might mean or what the intent of the Congress might have 
been. This is in the nature of an appendix in the law. We 
sometimes get these little clauses in the law inserted during 
passage of legislation without any explanation in the legisla- 
tive history, and I think this is one of the instances of such an 
appendix of the law. It undoubtedly is designed to have 
some meaning, but its precise meaning is not too clear. 


The FTC’s Executive Director, in an exchange with the Chairman, 
gave his views as follows: 
Mr. Babcock: 


I do not say we do not have jurisdiction over advertising 
to doctors. Indeed, I say positively we do. I think it goes 
to the kind of representations made to doctors in advertising 
published in medical journals, or perhaps anywhere. We 
do have jurisdiction over false claims made to doctors. 

For example, here is an advertisement which represents 
that a product has been clinically tested and is now in 
common use in Johns Hopkins University for the cure of, 
let’s say, arthritis, and it is false from beginning to end. I 
would take that and we could and would summarily deal 
with it. There is no sanctuary in this section for that type 
of advertising. 

Let’s take a second illustration, where the formula of a 
product is misrepresented as containing many ingredients 
which are not there, or which are claimed to be there falsely. 
I would attack that as quickly. But if you want me to eval- 
uate claims made for the curative properties or the thera- 
peutic or palliative effects, then we are way over in the area 
that the learned doctor here gave such a fine talk about a 
little while ago. I think if the section means anything, it 
means that in that area we are not supposed to function, 
and it is more or less moot, as you heard here, because we 
have not been asked to function. 

But this committee asked outright would we or could we. 
In my opinion, this section gave sanctuary from our jurisdic- 
tion of that type of claim made in medical journals on the 
condition prescribed in the statute, and I would like the com- 
mittee to consider my thinking. It is that type of claim 
where we are not supposed to function. We are not to tell 


the doctor what he can and cannot do in the practice of his 
profession. 


Mr. Blatnik: 


Supposing a claim in the professional literature, Mr. 
Babcock is incorrect. * * * They cite all of the beneficial 


responses or reactions to the drug, but omit any contrary 
indication. 


Mr. Babcock: 
Well, since they are still in the area of the clinical claims 


or beneficial effects, in my judgment, we would be excluded 
from taking action. 
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Congressman Meader noted in the above connection that: 


It looks as though Congress put phraseology in the law to 
make somebody happy but, apparently, it didn’t accomplish 
very much. 

When questioned by the chairman as to whether jurisdiction over 
ethical drug advertising should be transferred to the Food and Drug 
Administration as recommended by non-Government witnesses, Com- 
missioner Anderson did not believe—his “own opinion’’—‘that it 
would serve any useful purpose in having divestiture of the Federal 
Trade Commission’s function over to the FDA.” 

Although the FTC has a “liaison arrangement”’ with FDA, he said, 
‘it has not been utilized in the tranquilizer field.” 





VI. COMMENTS 


1. The mission of the Federal Trade Commission 

The principal responsibility of the Federal Trade Commission in 
the field of false and misleading advertising is to protect the unwary 
rather than the wary. Admittedly, doctors by reason of their profes- 
sional training constitute one of the more literate and sophisticated 
segments of the populace—but testimony adduced before the sub- 
committee would throw some doubt on whether physicians generally 
are so sophisticated or literate as to be advertising resistant—or 
whether all have the time or experience required for analysis of 
advertising of ethical drugs contained in their professional journals 
or in direct mail advertising matter. 

Certainly this is not a field to have been completely ignored, as it 
has been by the FTC. 

2. Current advertising of tranquilizer drugs 

Several of the non-Government witnesses indicated that not unlike 
the advertising that accompanied the introduction of antibiotics, 
penicillin, etc., advertising excesses were most blatant in 1955 and 
1956 when tranquilizing drugs were first used on a broad scale—and 
that time, in addition to being a great healer, had resulted in modera- 
tion of advertised claims for these drugs. 

While some of the initial blatant excesses have undoubtedly sub- 
sided, the subcommittee heard sufficient testimony based on tran- 
quilizing drug advertising in current professional journals and direct 
mail advertising material to indicate that deceptive advertising 
of these drugs is still a serious problem. 

In addition, excesses in drug promotion were the cause of concern to 
the editor of the New England Journal of Medicine in December. 1957 
(see supra, p. 6) and apparently to the drug industry itself—witness 
the recently promulgated guide for ethical drug promotion, attributed 
by one trade journal to the public attention focused on this matter 
by the subcommittee in its hearings. 

In the field of ethical drugs especially, the public has a right to 
expect and demand a degree of responsibility as well as standards and 
practices different from those in the promotion of soap, television, and 
automobiles. 

The subcommittee is pleased to note some awareness of this respon- 
sibility in the ethical drug field, evidenced in the recent promulgation 
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by pharmaceutical manufacturers of advertising guides for ethical 
drug promotion. 


8. Compliance through voluntary action 


An economical and often efficient way to obtain adherence to the 
law is through voluntary action. The Federal Trade Commission 
has commendably sought to achieve this in many fields through its 
trade practice conference procedures—and wit th some degree of 
success. 

The recent promulgation of a code of advertising guides by ethical 
drug manufacturers would seem to make the time propitious for FTC 
to institute trade practice conference procedures to a code of fair 
advertising practice for ethical drug promotion. 


4. Legislative changes 


Statutory amendments to enhance enforcement actions in the field 
of false and misleading advertising were proposed by several witnesses 
or suggested by testimony received by the subcommittee. 

Since consideration of legislative changes is within the purview of 
legislative committees, such proposals and suggestions are stated 
here, without subcommittee recommendation, for such action as 
said committees may deem appropriate: 

(a) Professional medical advertising.—The uncertainty that exists 
within the Federal Trade Commission with respect to the meaning of 
statutory provisions (sec. 15 (a) (1) of the F nC Act) on deceptive 
professional medical advertising (see supra, pp. 5, 18) would appear 
to make desirable consideration by appropriate legislative com- 
mittees of the advisability of a clarifying amendment to section 
15 (a) (1) of the Federal Trade Commission Act. 

(6) Transfer of jurisdiction.—Virtually all witnesses heard by the 
subcommittee during the hearings suggested transferring jurisdiction 
over the advertising of tranquilizing drugs (and other drugs) from the 
Federal Trade Commission to the Food and Drug Administration. 
(See also p. 21, H. Rept. 2553, 85th Cong., 2d sess.) 

What little activity there has been to “police” professional medical 
advertising has been taken by the FDA as a kind of “additional 
duty.” 

VII. CONCLUSIONS AND RECOMMENDATIONS 


1. The FTC has not discharged its statutory responsibilities to 
— or prevent deception in the advertising of ethical tranquilizing 

ugs. 

2. The Commission should institute trade practice conference 
procedures without delay with a view to effecting codes of fair advertis- 
ing practices for ethical pharmaceutical firms. 

3. Consideration should be given by the appropriate legislative 
committees of the Congress to determine whether statutory changes 
are required for more effective enforcement action in the field of 
false and misleading advertising. 





ADDITIONAL VIEWS OF HON. CLARE E. HOFFMAN 


I can neither concur in nor dissent from a report I have never had 
an opportunity to see. 

This is one of four reports presented to the committee by the same 
subcommittee on Friday, August 15, 1958, and voted out without an 
opportunity having been provided members to peruse them. 

The chairman’s expressed policy is that members shall have sub- 
committee reports for a reasonable time prior to the meeting, but 
when the matter becomes an issue, the policy is honored in the breach 
rather than the observance. 

If the practicalities of the situation are such that investigations and 
reports must be churned out faster than members can keep up with 
them, then the committee has overextended itself and succeeding 
Congresses should take note and reduce appropriations to manageable 
proportions. 

Crare E. Horrman. 


I concur in the foregoing views. 


GLENARD P. Lipscoms. 
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Avucust 20, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


FORTIETH REPORT 


SUBMITTED BY THE LEGAL AND MONETARY AFFAIRS 
SUBCOMMITTEE 


On August 15, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled 
“Federal Role in Aviation (1958).” 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was approved and 
adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


I. INTRODUCTION 


Aviation hearings of the subcommittee held in June and July 1956, 
pointed out both organizational and operational deficiencies with 
respect to the role of the Federal Government in aviation activities. 
(See H. Rept. No. 2949, Federal Role in Aviation, 84th Cong., 2d 
sess. ) 

Many events of far-reaching significance in the field of aviation 
have occurred since those hearings—the VORTAC decision, the com- 
pletion of the Curtis report, the creation of the Airways Moderniza- 
tion Board, the accelerated pace of appropriations for traffic control 
and navigation equipment and facilities, and unfortunately the recur- 
rence of midair collisions with their terrible human and economic loss. 

Other events of far-reaching significance are about to occur— 
legislation (S. 3880) to overcome the ‘‘organizational jungle”’ referred 
to in the 1956 report of the subcommittee through the creation of the 
Federal Aviation Agency is awaiting signature of the President, exten- 
sion of Federal aid for airports is under House consideration following 
passage of similar legislation by the Senate, and commercial jet 
passenger planes are scheduled for operational use shortly. 


1 
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The subcommittee held hearings in May and July 1958 to review 
the economy and efficiency of current activities of Government 
agencies charged with responsibilities in the field of aviation with 
particular emphasis on the preparedness of these agencies for the 
acceptance of commercial jets into the aviation complex and on 
problems of air safety. 

The subcommittee addressed its attention to the operations of the 
Civil Aeronautics Administration, the Civil Aeronautics Board, and 
the Airways Modernization Board. 

Because of the pendency of legislation to realine Government 
aviation responsibilities, no testimony was received on matters in- 
volving changes in organizational structure. 

In these hearings the subcommittee concentrated on four principal 
subjects: 

1. Air safety. 

2. Implementation of the 1956 decision designating VORTAC as 
the common air navigation system. 

3. Status of the airways modernization plan, first drafted in 1955, 
to provide air navigation and traffic control facilities and equipment— 
and related administrative matters. 

4. Airports. 

In addition to the Government agencies whose operations are 
involved in the above matters, association representatives of private 
pilots, airline pilots, owners of business aircraft, the airlines and airport 
operators were invited to appear before the subcommittee. 


II. HEARINGS 


The hearings were divided into two phases. 

Phase I hearings on May 22 and 23, 1958, related to the discharge 
of Government responsibilities in the realm of air safety with particular 
attention to the Brunswick, Md., midair collision of May 20, 1958, 
between a Viscount and an Air National Guard jet, which occurred on 
the heels of the Las Vegas crash involving a DC-7 and a military jet 
plane. 

Witnesses at the phase I hearings were (in order of their appearance) 
as follows: 

Lt. Col. Edwin Warfield III, Chief of Staff, Maryland Air National 
Guard, accompanied by: 

Maj. James I. Considine, Assistant Chief of Staff; 

Lt. Col. Victor F. Kilkowski, commanding officer, 104th Fighter 
Interceptor Squadron; 

Maj. Joseph J. Maisch, Jr.; 

Clayton Dietrich, Military Department, State of Maryland; 

Col. Jack D. Blanchard, Chief of Operations, Air National 
Guard Bureau, Department of the Air Force. 

Mr. James B. Franklin, vice president, Capital Airlines, accom- 
panied by: 

Robert B. Hankins, general counsel; 
Capt. J. D. Smith, pilot, Capital Airlines. 

Hon. James T. Pyle, Administrator, Civil Aeronautics Administra- 

tion, Department of Commerce, accompanied by: 
Robert P. Boyle, General Counsel; 
David D. Thomas, Director, Office of Air Traffic Control; 
Joseph H. Tippets, Director, Office of Air Navigation Facilities. 
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Hon. James R. Durfee, Chairman, Civil Aeronautics Board, accom- 
panied by: 
Hon. Louis J. Hector; 
Hon. G. Joseph Minetti (members, Civil Aeronautics Board) ; 
Oscar Bakke, Director, Bureau of Safety; and 
Ross 1. Newmann, Assistant General Counsel. 

Hon. Elwood Quesada, Chairman, Airways Modernization Board, 
Chairman of the Air Coordinating Committee, and Special Assistant 
for Aviation to the President. 

Phase II of the hearings, held on July 22, 23, 24, 29, 30, and 31, 
1958, were addressed to Government activities in the broader spectrum 
of Government aviation activities. 

Witnesses at the phase II hearings were (in order of their appear- 
ance) as follows: . 

Hon. James T. Pyle, Administrator, Civil Aeronautics Adminis- 
tration, Department of Commerce; accompanied by: 

Robert P. Boyle, General Counsel; 

Joseph H. Tippets, Director of the Office of Air Navigation 
Facilities; 

David Thomas, Director of the Office of Air Traffic Control; 

Roy Keeley, Director of the Office of Flight Operations and 
Airworthiness; 

George Borsari, Director, Office of Airports; 

Paul Morris, Deputy Director, Office of Airports; 

Burleigh Putnam, Deputy Director, Flight Operations and 
Airworthiness; 

Bartholomew Spano, jet planning officer; 

A. D’Arcy, Chief, Program Control Staff, Office of Air Traffic 
Control; 

Herbert E. Dixon, Chief, Wage Administration Division, 
Personnel Office; and 

Phillip A. Hahn, Chief, Engineering Division Office of Airports. 

Hon. James R. Durfee, Chairman, Civil Aeronautics Board; 

accompanied by: 
Hon. Chan Gurney, Vice Chairman; 
Oscar Bakke, Director of Bureau of Safety; 
Franklin Stone, General Counsel; and 
Ross I. Newmann, Assistant General Counsel. 

Hon. Elwood R. Quesada, Chairman, Airways Modernization 
Board; accompanied by: 

Maj. Lawrence C. Wright, Director of Development; 
Lt. Col. Carl B. Fisher, Acting Technical Director; and 
Donald G. Schuler, executive officer. 

Gen. Milton W. Arnold, Vice President of Operations and Engineer- 
ing, Air Transport Association; accompanied by: 

Craig F. Timmerman, Director, Air Navigation-Traffic Control; 
and 
S. B. Poritzky, communications engineer. 

E. Thomas Burnard, executive director, Airport Operators Council, 
Inc., Washington, D. C. 

Max Karant, vice president, Aircraft Owners and Pilots Association. 

Capt. J. D. Smith, chairman, air traffic control committee, Air Line 
Pilots Association; accompanied by Thomas Basnight, air safety 
representative, Air Line Pilots Association. 
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William K. Lawton, executive director and secretary, National 
Business Aircraft Association, Inc., Washington, D. C.; accompanied 
by Richard W. Groux, assistant to executive director and secretary, 
National Business Aircraft Association, Inc. 


Ill. AIR SAFETY 
The Brunswick crash 

During the 1956 hearings of this subcommittee, considerable atten- 
tion was focused upon the i increasing hazard of midair collisions as*a 
result of outmoded and inadequate traffic control facilities. Shortly 
after those hearings commenced, the Grand Canyon crash occurred 
involving a midair collision between a United Airlines DC-7 and a 
TWA Super-Constellation. One hundred and twenty-eight persons 
perished in that crash. 

The midair collision between a Baltimore-bound Capital Airlines 
Viscount and the Maryland Air National Guard jet trainer T-33 
near Brunswick, Md., on May 20,1958, resulted in a loss of 12 lives. 
The crash aroused national concern. 

In April, only a month prior to the Brunswick crash, 49 persons 
were killed in a midair collision between a military jet (F-100F) and 
a United Airlines DC-7 near Las Vegas, Nev. 

Congressman Kilgore stated in opening the hearings that— 


the subcommittee is gravely concerned with the increasing 
frequency of midair accidents and the apparently faltering 
steps being taken to avoid them. Certainly a very serious 
question is raised as to whether this problem should be fur- 
ther aggravated by the introduction of commercial jet liners 
which will travel at speeds in excess of 500 miles per hour. 


In the Maryland incident, the military jet was operating under 
visual flight rules (VFR). The Viscount was operating under in- 
strument flight rules (IFR)—the flight being within the Golden 
Triangle (Chicago-New York-Washington) wherein operations of 
commercial airliners were conducted under IFR. All commercial 
flights are now conducted under IFR, a policy promulgated following 
the Brunswick crash. As one witness noted “all this progam does is 
reduce the possibility of two airliner aircraft’’ colliding. It does not 
protect the airliners from midair collision with nonairliners. 

The military jet pilot was accompanied by an Army National 
Guard private who “was permitted to take a ride, space being avail- 
able.”” While the flight was characterized in Maryland National 
Guard testimony before the subcommittee as “a flight to maintain 
air proficiency,’ the surviving jet pilot, in a transcribed interview 
with Maryland Air National Guard authorities, said that, “the pur- 
pose of the flight was indoctrination and orientation flight to develop 
interest in a possible cadet applicant.’’ According to the jet pilot, 
the crash occurred at 8,000 feet. A Maryland Air National Guard 
officer told the subcommittee— 


the jet pilot never saw another airplane or knew about 
another plane until a sheriff at the hospital said there was 
another plane involved. 


There was demand made as a result of the crashes, that all military 
flights be put under positive control. 
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Civil Aeronautics Administrator Pyle although noting the im- 
provement in CAA air traffic control system capacity in the 2 years 
since the hearings of the subcommittee said: 


2 years ago we were able to handle about 10,000 instrument 
flight plans a day, not too successfully in some instances 
but this was the order of magnitude. Now we are handling 
on the order of 17,000 instrument flight plans a day. * * * 
I think this is a significant i increase in capacity. 


However, he also said that despite this improvement, if CAA were 
required to handle the approximately 200,000 flights daily under 
[FR prior to implementation of the airways plan, the “‘system”’ would 
“break down.” 

The CAB Chairman later told the subcommittee while the increased 
IFR capacity above referred to “represents a commendable improve- 
ment in the total capacity of our system, it is still pitifully small in 
relation to our total activity.” 

And he continued— 


The reason is apparent * * * the CAA program for the 
establishment of air navigation facilities in 1955 was slightly 
over $3 million; in 1956, this program was increased to $23 
million. Out of the public awareness which the Grand 
Canyon tragedy aroused, there followed a great impetus to 
the air navigation facilities program. In 1957, the program 
for the establishment of air navigation facilities was again 
increased, this time to $75 million; still further increases were 
effected in 1958, when the program exceeded $146 million. 
The total facilities establishment program authorized for 
1959 is now $175 million. 


The Civil Aeronautics Administrator cited “limitations * * * in 
three ae areas to complete positive control.” 


nag of long-range radar equipment (40 will be in operation 
‘Bh July 1, 1959; it will require in excess of 100 ‘‘to blanket 
the country”’). 

2. Lack of communications facilities and equipment. 

Time required to recruit and train personnel to man the 
radar and communications equipment—2 to 2% years after per- 
sonnel are hired. 

Mr. Pyle cited a plan for positive control between 17,000 and 22,000 
feet, ‘“‘the first step in segregating jet aircraft from piston pressurized 
operation,”’ 

2. Segregate anilitary training operations from en route operations 
by means of a “restricted area concept.” 

3. Provide “reserved tunnels” for “high volume traffic” crossing 
airways. 

He hoped that the above program would be in effect— 

to a greater or lesser degree within 90 days. It may take 
longer * * * but it is somewhere between 3 and 6 months 


that we will have most of this program in operation and in 
effect implemented. 


H. Rept. 2679, 85-22 
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In the Washington air traffic control center which had the. Capital 
Viscount under radar surveillance, using military equipment of World 
War II vintage (referred to by the ALPA witness as ‘‘an old piece 
of antiquated military radar’). The CAA Director of the Office of 
Air Traffic Control told the subcommittee: 


* * * Tmmediately before the collision, the radar operator 
noticed either noise, interference or a weak target. He was 
not sure because it was ill-defined. He called Capital imme- 
diately and, while he was in the process of calling the air- 
plane, the radar target expanded in size as it would by reflec- 
tion due to the collision and it was observed. 

Now, we would not normally see a T-33 at this rate, but 
occasionally we do. We might if he were to turn or give 
some other good reflections; but straight on with a T-33, we 
would not expect to see him with this radar equipment. 


It was added that the new radar equipment would have been able 
to clearly detect the jet. 

Capital Airline witnesses reported two incidents of near misses 
involving military planes within only 2 days following the Brunswick 
accident. Both occurred as did the Brunswick crash in “VFR” 
weather. 

Captain J. D. Smith, testifying as a Capital Airlines pilot at the 
phase I hearings, said: 


I think the report that has recently been released by the 
CAB points out that practically ninety-some-odd percent of 
these incidents occur when for all intents and purposes there 
is not a cloud in the sky. 

I think this fact in itself clearly pinpoints the overall prob- 
lem, regardless of the speed of the aircraft; but aviation in 
general just is faced with a most serious obstacle as far as 
relying on “‘see and be seen.”” These hundred-some-odd inci- 
dents do not refer solely to airline aircraft; these include all 
phases of aviation. 


“Private” pilots take vigorous exception to the concept of full posi- 
tive control claiming that— 


present regulations are sufficient, if only someone would use 
them. Instead, sweeping, illogical, and hysterical proposals 
have been made, all of which do not deal with the cause of the 
accidents. 


The causes of these accidents, it is claimed, are pilot failure to “look 
out” and hazardous operation of high-speed aircraft. 

Proponents of complete positive control, said CAA Administrator 
Pyle, have to face up to the “facts of life’’: 


* * * if I may point out, whereas there are many points in 
favor of this point of view—namely, that the “see and be 


seen” is outmoded, and we subscribe to it, particularly in 
the high performance area—nevertheless the facts of life are 
that we have to keep these aircraft moving. We have to 
train these pilots. We have to get these diffiners from here 
to here. And until we can get the capability of doing this 
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job by other means, we have to use, with discretion, the ‘‘see 
and be seen” thing; or we just run into a hopeless logjam 
and will not move anything.” 

This is the area where we are trying to reduce our exposure. 
This is another area where this same problem comes up. We 
do not like to use it any more than we have to, but sometimes 
just to break the logjam it is a necessity. There is an expo- 
sure, let’s face it; but, on the other hand, if we use it with 
discretion and controllers and the pilots are careful, this 
is a device that can move more traffic than if we have to 
strictly abide by the IFR rules, which would requ're extensive 
and extravagant use of the airspace. When we get radars, we 
can leave it. 

“The President’s five-point program” 

Shortly after the Brunswick crash, on May 22, members of the 
House met with the President and General Quesada in an effort to 
arrive at measures to stem the recurrence of air crashes. Following 
the White House meeting, widespread publicity was given to “the 
President’s five-point program”’ to restrict certain activity of ee 
aircraft and also place military jet operations under positive control. 

In testimony before the subcommittee on May 23, a CAB witness 
testified that only a small part of the “five-point program”’ could be 
“accommodated today’’ because the IFR requirement would “satu- 
rate the system.’’ However, the CAB Chairman told the subcom- 
mittee that the “action taken by the President * * * is a very sub- 
stantial step toward the solution of some of these difficulties.” 

General Quesada also appearing on May 23, immediately after the 
CAB officials, told the subcommittee that the “five points’”’ contained 
“some of the things we would like to accomplish” and that these and 
other matters were to be included in discussions of Government 
aviation officials meeting later that day. The White House press 
release announcing that meeting noted that one of the purposes of the 
meeting was to “discuss ways and means of accelerating further air 
safety actions and to eliminate to the maximum degree possible midair 
collisions. * * *’ [Italic supplied.] 

The New York Times later noted that the existence of the program 
was “greatly exaggerated.” 

No press release to dispel the widespread impression that there was 
such a program ever came to the attention of the subcommittee. 


Safety measures since recent crashes 
As Chairman Blatnik noted: 


Nineteen hundred and fifty-eight has been a sobering year 
for aviation. Two crashes between military jets and com- 
mercial airliners took a terrible toll in human life and pro- 
vided unfortunate dramatization for Government failures 
to adequately plan for increase in the volume and speed of air 
traffic. If we use the lessons learned as a result of recent 
air accidents to avoid recurrence of past errors, we will at least 
resurrect some benefit from the human tragedy attending 
these crashes. 
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Mr. Pyle outlined safety actions that have been taken since the 


Maryland and Las Vegas crashes: 


Positive control: 


In cooperation with civil and military users of the airspace 
and pursuant to a special Civil Air Regulation adopted by the 
Civil Aeronautics Board, the CAA has participated in the de- 
velopment and has implemented the initial step of a positive 
traffic control program. This step, which was effective 
June 15, 1958, provides for positive control of all aircraft at 
altitudes of 17,000 feet mean sea level to 22,000 feet mean sea 
level, inclusive, on specified transcontinental routes between 
New York, N. Y., and San Francisco, Calif.; and between 
New York, N. Y., and Los Angeles, Calif.; and between 
Chicago, Ill., and Washington, D. C. * * * 


Flight separation : 


Civil Air Regulation 60.10 which will become effective on 
August 15, 1958, will provide 500 feet separation for all 
traffic below 29,000 and 1,000 feet separation for all traffic 
above 29,000 feet. Under this regulation VFR aircraft 
will cruise at odd or even thousand feet, plus 500 feet, de- 
pending on direction of flight. Aircraft operating on an 
IFR flight plan would normally be conducted at odd or even 
thousand foot levels, thereby normally providing at least 
500 feet separation between VFR and IFR flights. * * * 


CAA military-industry study: 


Additionally, a joint CAA/military-industry study was 
made and methods and procedures developed to segregate 
certain military jet activities from civil users of the airspace 
whenever possible and to the extent practicable. This is 
being accomplished through an orderly review of military 
bases to distinguish between those operators adaptable to 
general air traffic control procedures from those which are 
not. Airspace is being made available for both types of 
operations by increasing control capability for the first and 
providing reserved airspace for the second. To date, even 
though the number of bases reviewed are relatively few, the 
results are gratifying. While individual procedures applied 
may invoke some penalties on all users, the prime objective 
is obtained to a limited degree. Where the airspace users 
intermingle, arrangements are being made to provide for 
the exchange of traffic information. This, in itself, is a 
significant accomplishment. 


Flight tests: 


* * * With respect to flight test areas, regulations were 
also amended to require that flight testing of aircraft be 
conducted over open water or sparsely populated areas hav- 
ing very little air traffic and within a flight test area pre- 
scribed by the Administrator. Many flight test areas have 
been prescribed and are or will be adequately depicted on 
appropriate aeronautical charts. 
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Altimetry : 

Altimetry has long been a problem to the aircraft industry. 
Every effort is being made toward the development of a 
highly accurate instrument that may be used at all altitudes 
and under all conditions. On June 15, 1958, we implemented 
a program of providing pilots with current altimetry settings 
when in direct communication with air route traffic control 
facilities. In addition, we have been working closely with the 
Civil Aeronautics Board to establish a system whereby all 
pilots will use a standard altimetry setting when operating in 
the continental control area * * * 

IFR-VFR: , 

On July 1, 1958, the CAA placed into effect a very sig- 
nificant change in IFR operating procedures whereby air 
traffic control personnel will not initiate the issuance of 
“VFR conditions”’ restrictions to IFR flights except at the 
specific request of the pilot. This is in keeping with the 
positive control concept and compatible with military and 
industry programs for full IFR operations. * * * 

Traffic advisory service: 

Since June 23, 1958, the CAA, in cooperation with the 
CAB, has conducted an evaluation of FVR arrival and depar- 
ture radar traffic advisory service in the Indianapolis, Ind., 
terminal area. This service is intended to aid the pilot in his 
visual surveillance by calling to his attention a specific 
direction in which radar indicates possible conflicting traffic 
to exist. * * * [It is] anticipated [that this service] will 
shortly be expanded. 

Airspace Utilization 

Effective April 1, 1958, CAB issued a regulation (CAR 60-9) 
delegating to the CAA powers and responsibilities with respect to the 
designation of restrictions in the use of the airspace. Pursuant to 
this regulation, the Administrator has promulgated administrative 
procedures for handling this program. 

Under the regulation, the Administrator has authority to rescind 
present restricted area designations. The Air Transport Association 
contends to be “really effective” the regulation “should have directed 
the Administrator to reevaluate immediately the requirement for and 
the use of the present restricted areas. 


We are confident that a number of those recently desig- 
nated could be consolidated, some could be eliminated and 
others could be relocated in the vicinity of a better airway 
structure. 


ATA’s General Arnold said— 


I would estimate it would take staff work of 8 or 10 people, 
with top-secret clearances and considerable judgment, to 
work 8 hours a day approximately, for full weeks, for a 
period of a year and a half or 2 years, to get just the facts on 
all of these cases and to keep ‘them current and put them 
under surveillance in an attempt to reevaluate. It is a 
terrific thing. 
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_Airline losses on New York to Miami and Washington-Miami 
flights because of delays caused by restricted area designations were 
estimated at some $4,000 daily some months ago and are probably 
higher currently because of increases in missile firings in this area. 

No restricted area designations have been rescinded. Since the 
regulation became effective, CAA has been analyzing restricted areas 
on a case-by-case basis. 

Airspace over the A. P. Hill Army Reservation in Fredericksburg, 
Va., is restricted, yet it was contended it is a recreational area. 

ATA cited difficulties stemming from restricted areas in attempting 
to set up jet routes for domestic airline operations: . 


In setting up these routes, we found it necessary, in making 
them with optimum route structure, to violate approximately 
100 restricted areas—no prohibited areas, but approximately 
100 restricted areas—all of which are effective at 25,000 feet 
and above. We overpass some lower ones, but they do not 
bother us because this route structure is developed for 25,000 
feet and up. All of these are above 25,000 feet. 
Missiles 

General Arnold, calling attention to the problem of missiles—and 
their possible collision with airplanes said “‘one of these days we are 
going to have to file flight plans on missiles.””’ He added, ‘‘We would 
rather not invent problems, but the risk is there.”’ 

During phase I of the hearings, it was disclosed that CAB had 
asserted jurisdiction over the airspace insofar as it involves the firing 
of guided missiles, in a proposed rulemaking procedure. However 
the rule would not apply to the military services. 


Cockpit visibility 
In its report on the Brunswick crash, the Air Force Accident 
Investigation Board, cited as one of the contributing causes that— 


cockpit visibility restrictions in the Viscount and difficulty 
in observation from the T-—33 [military jet] at wide starboard 
angles contributed to the inadvertent collision. 


Changes in cockpit visibility standards are ‘‘being studied”’ by the 
CAA and CAB. 

AOPA’s Mr. Karant was extremely critical of cockpit visibility 
standards: 

The average transport airplane today has less cockpit 
visibility available to the pilot than does the average four- 
door automobile. A number of types of general aviation 
aircraft are also deficient this way. Most of the collision 
and near-miss problems with which we’re concerned involve 
transport types, yet nothing whatever is done to correct 
that hazard. Back in 1952, a committee (SAE Committee 7) 
of aircraft manufacturers and professional pilots drew up 
minimum standards of cockpit visibility for transport air- 
craft. We approved of those standards so much—although 
AOPA had not participated in this committee—that we 
formally recommended to our Goverrment that those 
standards be made part of cur Civil Air Regulations—not 
only for airline aircraft, but for our own as well. That was 
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6 years ago. The standards have not been adopted in the 
regulations. Instead, we learn to our amazement that one 
of the latest jet transports now going into production does 
not meet all these minimum visibility standards. 


CAB’s Mr. Bakke advised the subcommittee of CAB plan to review 
cockpit visibility standards: 

Revision of those standards is under consideration right 
now. 

We have in our proposed agenda for the 1958 Annual 
Airworthiness Review one item which includes reconsidera- 
tion of our present cockpit vision standards. 

The Annual Airworthiness Review is scheduled for the 
week of September 10. On this occasion, all of the manu- 
facturers and operators, and so on, come in and sit down with 
us to consider in great detail specifically what amendments are 
required. 

Certification of foreign manufactured aircraft 

Until “some 3 years” ago, foreign manufactured aircraft for use 
by domestic airlines, had to meet all of the certification requirements 
of the Civil Air Regulations. 

The CAB then adopted “a new part 10” of the Civil Air Regulations 
for the certification of foreign aircraft. 
» The CAB safety director, describing the new regulations, told the 
subcommittee ‘this part requires that the level of airworthiness 
required in part 4b be certified by the Administrator, but it gives 
the Administrator considerable flexibility in determining whether 
the airworthiness requirements or airworthiness level contemplated 
by 4b is met. 


It gives the Administrator, for instance, the capacity to 
determine when a technique other than that expressly 
required by Part 4b provides the same level of airworthiness, 
whether a different device will do substantially as we require. 


Mr. Bakke said CAA decisions in the foregoing connection are 
reviewed although “not in detail” and that there had been some 
instances of CAB disagreement with the CAA determination. He 
cited one matter, now pending for 9 months but ‘“‘not so serious—as 
to jeopardize the certification status of the airplane.” 


IV. IMPLEMENTATION OF VORTAC 


In the conclusions to its 1956 report, the subcommittee called for 
the resolution of the TACAN-VOR/DME controversy “without 
further delay”’: 


The vacillation that has marked the above problem is 
symptomatic of the lack of planning and direction in aviation 
matters within the Federal Government. 

The controversy should be resolved no later than October 
1, 1956, the ‘‘date’”’ (30 to 40 days after August 20) “prom- 
ised’? by the Under Secretary of Commerce for Transporta- 
tion in his appearance before the Subcommittee. Valuable 
time already lost can never be recaptured and little excuse 
exists for further procrastination in this matter. 
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True to the ‘‘promise”’ of the Under Secretary, the common system 
decision was made on August 30, 1956, VOR TAC was designated as 
the common system. 

The VORTAC decision means that the civil aircraft will use the 
azimuth portion (VOR) of the civil system plus the distance measuring 
part of TACAN (DMET)—and also that a complete TACAN will be 
used by military aircraft. Thus CAA ground VORTAC installations 
will require a complete TACAN unit plus VOR. 

In the 2 years since ee decision, which was made by the Air Co- 
ordinating Committee, 2 VORTAC units have been ‘installed and 
are operating. Some 23 units were installed since the May 1958 
hearings of the subcommittee. 

The current airways modernization plan calls for 258 VORTAC 
stations to be commissioned by July 1, 1959, 346 by July 1, 1960, and 
some 1,200 by 1965. 

The capital investment in ground based VORTAC equipment by 
1965 is estimated at $300 million (including cost to military), ex- 
clusive of maintenance and operation which is included in the current 
plan at approximately $200 million up through fiscal year 1963. 

During the 1956 hearings of the subcommittee, Air Force representa- 
tives testified that the then current military investment in TACAN 
was $77.4 million for ground and $113.6 million for airborne equip- 
ment. This is exclusive of approximately $260 million funded by 
appropriations for military research and development of TACAN for 
the period 1951-55. 

Although, Air Force representatives informed the subcommittee in 
1956 that— 


TACAN is now being produced on a broad industrial basis, 
has been thoroughly tested and can be produced in civilian 
configuration in time to meet their high performance aircraft 
requirements 
no units of the civil distance measuring portion of TACAN (DMET) 
have yet been produced. 


The CAA told the subcommittee that ‘one manufacturer has devel- 
oped DMET for use by general aviation.”” The AOPA witness, 
commenting on this statement, said, “This came as a surprise. We 
can’t find a record of such development, of any sort.” 

Although the AOPA witness characterized the VORTAC program 
as “nothing more thau a costly hypothesis” and the subcommittee 
has received various reports of unreliability and inaccuracy of both 
the azimuth and distance measuring portions of TACAN, CAA re- 
assured the subcommittee that “the program * * * is generally and 
quite specifically on schedule.”’ 

Mr. Tippetts, CAA Director of the Office of Air Navigation Facili- 
ties, conceded that there have been “difficulties” with TACAN units, 
both airborne and ground. 


He added: 


I would be dishonest if I did not say this is so. But this 
is true in any new electronic system. When you develop a 
new gadget, you go through a period of refinements and im- 
provements and each specification we write each year is an 
improvement over the previous year’s, and we try to improve 
on any deficiencies which we have observed. 
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Air Transport Association representatives commenting on VORTAC 
progress said: 


We believe that the progress is in keeping with the plans 
agreed to by the various interested agencies through the Air 
Coordinating Committee. 

We have kept ourselves informed of the difficulties en- 
countered—which always develop in connection with new 
types of equipment—and believe that nothing of a serious 
nature is ‘dicated. In fact, we feel that the CAA is 
deserving of commendation for its demonstrated ability to 
take the transition from a low-level establishment program 
to one twentyfold greater with efficiency and effectiveness. 


The Air Line Pilots Association representative told the subcom- 
mittee that ALPA was interested in participating in CAA tests of 
VORTAC equipment, had requested CAA permission to participate 
‘“‘as crew members or observers” but that CAA had not responded to 
the offer. 


V. AIRWAYS MODERNIZATION 


CAA Administrator Pyle told the subcommittee that the current 
plan to modernize airways facilities “between 1957 and 1963 will call 
for an expenditure of $1.248 billion.” 

When the first plan was announced in December 1955, it was referred 
to as a “5-year plan’’—later at the suggestion of the subcommittee, the 
plan was accelerated to 3 years. At present, each year, airways’ 
needs are projected for the forthcoming 5 years. 

However, under a 3-year plan, for instance, an additional 2 years 
would be required before all the equipment were acquired and at least 
another year to recruit, hire and train operating personnel. 

The Air Transport Association noted improvements ‘although 
belatedly so” in the airways system as a result of the implementation 
of the airways plan, although expressing impatience with the unsatis- 
factory progress of the radar beacon program—due to ‘‘manufacturers 
delays” and diffusion of early and current responsibilities among 
various agencies (Air Navigation Development Board, Airways 
Modernization Board, and Civil Aeronautics Administration). 

The Air Line Pilots Association did not believe that the “present 
rate of implementation of the plan was adequate.’”’ The ALPA 
witness referred to the need for accelerated procurement of airport 
long range, and airport surface surveillance radar, and radar trans- 
ponder (radar beacons, see above). 


Controller personnel 


Formal presentation of a “final agency proposal” on revisions of 
classification allocation standards for controllers was submitted on 
July 17, 1958, to the Civil Service Commission. 

This matter was “in process” during the 1956 hearings, having been 
“in process” since 1953. Following the 1956 hearings, standards 
were approved by the Commission on December 6, 1956, which pro- 
vided CAA “with an ample supply of candidates with reasonably 
satisfactory qualifications.” 

Mr. Pyle commenting on the 5-year delay on this said: 


* * * it became an extremely difficult problem to get 


across to the Civil Service Commission exactly what we were 
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doing in spite of repeated efforts on our part. There was 
a certain reluctance to get down and really find out what 
we were doing. 

I do not criticize them necessarily, but it did slow the 
thing up. 

Thanks to the efforts of Mr. Thomas and the Personnel 
Department, we finally were able to get across to them what 
was being done. We took them in airplanes, we took them 
around the countr y and we got our own people in and worked 
as a panel of experts—not at the management level, but 
at the working level. We actually got this thing down to the 
point where I “think we are going to get it done. 


Mr. Pyle said also that “the workload of air traffic controllers is a 
source of constant concern to the CAA and considerable study is being 
given to such items as providing lunch periods and short rest periods 
for controllers. [Italic supplied. ] 

Controllers work and “are expected to work” an 8-hour day without 
lunch and overtime “is not unusual.” 

No provision in the CAA budget is made for relief personnel. Many 
who carry lunch have no opportunity to eat it because of “the traffic 
runs.” 

Monthly turnover rate of controllers is 0.6 percent as against 2 
percent for the overall Government average. 

About the time of the Brunswick crash, there was reference in news 
reports to pressures suffered by controllers—one of whom was alleged 
to have suffered a “breakdown” because of the crash. 

Mr. Pyle noted, with respect to “‘relief’’ controller personnel: 

“We have to be realistic. We havea responsibility to the taxpayer,” 
citing a possible additional $30 million said to be required for relief 
controller personnel. 


He asked: 


How do we solve this problem with equity to the controllers 
and at the same time not be just extravagant in the expendi- 
ture of public funds? 


Currently, the National Flight Safety Foundation is doing a ‘Shuman 
engineering” study on CAA controller personnel—on working hours, 
etc. 

VI. AIRWAYS MODERNIZATION BOARD 


AMB was created on August 14, 1957 (Public Law 85-133), as a 
temporary (its authority expires on June 30, 1960) air traffic control 
and navigational research agency to be ine orporated into the proposed 
Federal Aviation Agency. The Board consists of a member from the 
Department of Commerce, a member from the Department of De- 
fense, and the Chairman. 

The Board represents the lone legislative result of the Curtis study, 
which it should also be noted prescribed in broad outline the essentials 
of a Federal Aviation Agency. 

The Board is an outgrowth of the Air Navigation Development 
Board, the agency create ed by agreement between the Department of 
Defense and the Department of Commerce, which was the subject of 
sharp criticism during the 1956 hearings because of its inability to 
arrive at decisions when its two member Boards disagreed. 
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AMB has embarked on a research program ‘designed to provide 
operstional improvements to the air traffic control system between 
1958 and 1963.’’ It has also begun “a long-term research and develop- 
ment program designed to meet aviation demands after the 1958 to 
1963 period.” 

The Board referred in testimony before the subcommittee—to some 
88 projects begun in fiscal year 1958—and as wel] to AMB acquisition 
of a National Aviation Facilities Experimental Center in Atlantic 
City, N. J., to test and evaluate various systems, devices and pro- 
cedures. 

The Board of its own motion has authority to transfer to itself 
functions of the Departments of Defense and Commerce with respect 
to matters involving research and development of the common 
system—and has done so in several instances. 

Of the $15.1 million available for research during fiscal year 1958, 
$12.6 million has been ‘‘let out” to industry. 

The Chairman of the Board is Hon. Elwood Quesada, who is also 
Special Assistant to the President and the Chairman of the Air 
Coordinating Committee. 


VII. AIRPORTS 
The Curtis report noted that— 


Of all elements in our national system of aviation facilities, 
airports have been the most neglected. Unless airport 
development is given the attention it deserves, airport 
capacity may well become the factor that limits capacity in 
the whole system. 


Mr. Burnard of the Airport Operator’s Council, commenting on 
the lack of available planning information to operators of airports 
said 

* * * even today in July 1958, with only a few months re- 
maining before jet transports are scheduled to go into 
service, few reliable facts have become available from any 
source on such vital matters as airports to be served, runway 
lengths, ramp handling, passenger and baggage loading and 
other terminal facilities needed. 


He added 


It was just last week that the CAA showed this committee a 
chart of United States communities to be served by jets in 
1959, 1960, and 1961. Such information has not previously 
been made available by the CAA for general distribution. 


Mr. Burnard cited difficulties in obtaining jet facilities data from 
CAA. 


* * * since October 1955, when Pan American Airways first 
announced their order for jets and then other airlines an- 
nounced their orders, shortly thereafter, we the Airport 
Operators Council have been trying to find out from the CAA 
and from the airlines, both through their trade association 
and individually, exactly what these aircraft are going to 
need in the way of airport facilities. 
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Among some of the things we have asked of the CAA were: “did 
they plan to change their TSON-6A runway criteria. * * *” 

Mr. Burnard said that members of his organization sent “a very 
comprehensive questionnaire to the airlines requesting information 
useful for [airport] planning purposes.”’ 

He said— 


the response has been somewhat sporadic and somewhat dis- 
appointing. 

Inquiries were also made of the aircraft manufacturers who 
indicated that generally speaking, the [jet] aircraft being de- 
signed and built were being designed and built for present 
airports. 


Referring to the lack of CAA planning: 


The CAA in January of 1956, when Mr. Lowen was Ad- 
ministrator, called a CAA jet-planning meeting, to which 
were invited manufacturers, airlines and airport operators. 
It is the only such meeting that has been held since the so- 
called jet age started, where the viewpoints of the various in- 
terested segments were expressed. 

As I understand it, there have been meetings with the air- 
lines and with the aircraft manufacturers from which they 
have derived certain information and they have produced 
their so-called jet-planning progress reports. 

But there is very little definitive information in those re- 
ports which make possible definitive airport planning. 


He referred to areas in which research was needed “urgently”’: 
(a) Runway and taxiway configurations. 
(b) Visual aids. 
(c) Ground traffie control. 
(d) Multiple airport configurations. 
(e) New airport locations. 
(f) Airport layouts. 

He continued, “‘we are still trving to find out from some authorita- 
tive source just how far apart parallel runways should be.’ 

He said that there was “insufficient coordination between the 
handling of airport problems and air traffic control and air navigation 
facilities problems.”’ Instead of being handled separately he urged 
‘“‘a systems approach” to airways and airport matters. 

He protested against constant enlargement of airports to accom- 
modate new aircraft as follows: 


As Mr. Curtis told the Society of Automotive Engineers 
last year, “‘there has been a decided tendency in the past to 
design and build maximum-performance aircraft on the 
assumption that somehow airports will be built to acom- 
modate them.’”’ He continued, and we wish to emphasize 
that ‘‘instead of demanding more and more concrete, the 
designers must make maximum use of the techniques like 
boundary layer and jet flap control to improve the takeoff 
and landing characteristics of our future planes.”’ 








FEDERAL ROLE IN AVIATION 17 


Mr. Burnard told of the urgency of the need for requirements infor- 
mation for airports: 


Because airports must be financed on a long-term basis of 
20 to 30 years, it is imperative to know reasonably well in 
advance what developments to expect in order to build in 
appropriate safeguards and expansion possibilities. It is a 
sad fact that among airport operators, each new major ter- 
minal development, which takes years to achieve, is dedi- 
cated with the realization that it is probably obsolete or too 
small on dedication day. After the aeronautical needs are 
determined it takes years to arrange the financing and con- 
struction. The airport facilities needed for the jets of 
tomorrow should have been known at least 3 to 5 years ago. 

It is because of the great lead time necessary to convert 
aeronautical needs into airport facilities, and the need for 
determining the probably useful life of a multimillion dollar 
development, that integrated systems planning must be done. 


Complaining of the failure of the national airport plan to include 
sufficient airports for general aviation, AOPA’s Max Karant said: 


As we have mentioned before, the airlines use about 8% 
percent of the country’s public and private civil airports. 
The remainder is used by general aviation exclusively. But 
at just those 588 airline-served airports, nearly 80 percent 
of the total persons flown into and out of those fields are 
carried by general aviation. Here are some _ typical 
comparisons: 

At. Lansing, Mich., with a population of some 92,000 
people, airline aircraft carried 69,976 passengers in and out 
last year. But general aviation aircraft carried just over 
142,000 persons. 

Austin, Tex., with a population of 132,000, had 134,102 
airline passengers last year, and 236,153 persons carried by 
general aviation. 

Yet the problems general aviation is having with our air- 
port system are much the same as the problems we have in 
other phases of aviation. Responsible Government officials 
almost automatically focus on the needs and desires of the 
commercial carriers, and pay little or no attention to the 
great majority of civil aviation. For example, the Civil 
Aeronautics Act of 1938 specifically empowers the Secretary 
of Commerce to plan for the orderly development of airports, 
airways, and other aids and facilities to serve all civil avia- 
tion. Instead, the Department of Commerce has repeatedly 
demonstrated the fact that it knows little or nothing about 
any civil aviation other than the commercial airlines, and 
cares considerably less. Most of the statistics quoted above, 
for example, are unknown to them. And yet, in order to 
plan for civil aviation, they should have been gathering such 
information themselves over the past several years. The 
result is that, even today, they are unable to plan an airport 
program for anyone but the airlines. There are some 17,000 
communities in the United States that should have a landing 
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area as part of the country’s overall air transportation 
system, but our so-called Federal airport system planning 
has never even given this a cursory consideration. Why, for 
the cost of one runway like that at Chantilly, we could have 
a network of suitable landing strips across the State of 
Michigan. 

AOPA looks upon the country’s civil airport system as 
just as vital a part of our transportation system as are the 
highway or waterway systems. We feel the country should 
have an active and dynamic airport program, one that 
reflects the fact that airports are needed for all American 
citizens who fly, not just the commercial carriers. 

At this point, however, it would seem that the first thing 
the Department of Commerce should do to carry out its 
statutory responsibilities is to immediately set up a fact- 
gathering program, then predicate whatever actual airport 
program they lay out on the facts they have gathered. 

Runway lengths 

At the 1956 hearings, engineering personnel from the major airframe 
manufacturers advised the subcommittee that their jets would provide 
equal service for the same distances required for present piston 
planes—without changes in runway lengths. However, it was also 
pointed out that new planes generate new traffic “demands.” 

CAA presented runway length data at that time based on 
information from the manufacturers as follows: 
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However, Mr. Pyle pointed out in the 2 years since our hearings, the 
weight and range of the planes have been Saeed. thus necessitating 
new runway requirements. 

A proposed revision of TSON-6A, CAA’s standard for runway 
lengths promulgated in 1947 is now being circulated for comment 
among users and other interested parties. It generally provides a 
25 percent increase in runway lengths over the 1947 standard, over 
twice CAA estimates earlier this year. 

Criticism was directed at CAA by the ALPA and Airport Operators 
Council for its failure to promulgate changes in runway length 
requirements. 

ALPA noted, for instance, that TWA has stated it will require a 
minimum of 12,500 feet of runway for its projected Chicago-Paris 
nonstop jet flight. The effective length of the longest runway at 
Chicago’s O’Hare Airport is 6,800 feet. 

It was suggested that despite conflicting or vague information from 
users and aircraft manufacturers, CAA could have obtained much of 
the information needed for airport jet planning from the military 
whose jets have been in operation for over 10 years. 


Airport separation 


It was stated by Mr. Pyle that the best technique for study of this 
problem is by use of a simulator: 


In other words we can simulate electronically and with 
the use of certain techniques aircraft operations of any 
kind—jet, military jet, civil jet, airline, etc. * * * 

Patterns of the airways are such that you cannot lay 
down any criteria. Even the 16-mile standard laid down 
in the Curtis report in actual fact might be too close under 
certain conditions and too far under other conditions. 


On this subject, the Curtis report (p. 60, Modernizing the National 
System of Aviation Facilities) said: 


The location of multiple airports in a metropolitan area 
will greatly influence their respective capacities. In fact, if 
airports are located too close together, they can hinder one 
another to the extent that two airports will have no more 
capacity during IFR weather than a single airport. 

Furthermore, it is desirable to develop one airport site to 
its maximum potential before constructing another airport. 
The greater the number of airports, the more complicated is 
the approach system, which must be utilized. 

The general operational criteria for airport location can be 
summarized as follows: 

(a) An airport should be developed to its maximum capac- 
ity with parallel runways before a second airport is con- 
structed. A second airport, or any others needed, should be 
located on either side of the first airport with the instrument 
runways of both airports parallel. 

(6) The recommended spacing between airports is on the 
order of 16 miles, although this figure must be finally deter- 
mined through operational experimentation. Existing air- 
port complexes have lesser spacing between airports and the 
air traffic control system must be developed to accommodate 
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these existing complexes. However, where new planning is 
being undertaken, a separation such as 16 miles is desirable 
with the undeoiendinns that each airport is to be developed 
on a multiple runway basis. 

(c) Airports along the extended center line of the instru- 
ment approach to another airport should be avoided, if pos- 
sible. If built, they should be located about 40 miles away 
from the existing airport. 

(d) Airport location must be consistent with the overhead 
airways traffic pattern and avoid creating unnecessary air- 
space problems. ‘Traffic flow to and from the airport 
should be considered and airports located to avoid unneces- 
sary cross traffic through terminal areas. 


a 


CAA’s 1949 Airport Design Manual provides: 


The minimum distance between airports for contact opera- 
tions should be equal to the sum of the radii of their traffic 
patterns. The radii of airport traffic patterns is as follows: 
Personal and secondary, 1 mile; feeder, 2 miles; trunklines 
and express, 3 miles; continental and larger, 4miles. Greater 
separation probably will be required if instrument operations 
are to be conducted. 

A study should be made of the existing or potential instru- 
ment traffic patterns for airports in the area and adequate 
separation between the airports should be provided to avoid 
conflicts in instrument approach patterns. 


During the 1956 hearings, CAA criteria on physical separation of air- 
ports was said to be 20 miles. 

It was then stated that the CAA member of the Airspace Panel on 
December 6, 1955, said that “any reduction in spacing below this 
figure would bring about compromise of the capability. of any two 
airports. This, of course, recognized that local conditions do not 
permit optimum spacing.” 

In response to questioning by Congressman Meader as to the results 
of studies to be conducted by the CAA, referred to in the subcom- 
mittee’s 1956 hearings (on p. 380) Mr. Pyle replied: 


After careful consideration of all of the available facts, we 
have reached the conclusion that airport separation by speci- 
fied distances, established as a set of standards, is not a valid 
approach in that such distances cannot be set down to effec- 
tively cover all ramifications that become involved when 
siting airports. 

The specifications of airports must vary in order to meet 
the specific problems encountered at a particular location; 
that is, airport size and configuration, type and volume of 
traffic that will be handled, and the relationship of the 
traffic patterns associated with each airport. 

The airport size and configuration is dependent upon the 
type of traffic that will be handled and the maneuvering 
characteristics and speeds of the aircraft involved. The 
larger and faster aircraft must be provided traffic patterns of 
sufficient size wherein operation can be safely conducted. 

As a traffic pattern is extended for the larger and faster air- 
craft, it is necessary that more distance be provided between 
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airports located in a terminal complex. The traffic flow, 
whether traffic patterns and approach procedures are parallel 
or converging dictates distances that must be used when siting 
more than one airport. These examples are used only to 
point out a few of the considerations that make the establish- 
ment of a standard criteria for siting airports impracticable. 


Messrs. Burnard, Smith, and Arnold all agreed that CAA could 
and should develop criteria for air port separation. General Arnold 
said such criteria should be flexible, ‘‘a minimum of from 12 to 15 
miles * * * certainly not 6.” 

The executive director of the Airport Operators Council considered 
airport separation “one of the vital problems that needs to be solved 
In order to assure that the greatest potential capacity from airports 
can be achieved in the future.”’ 

An AMB witness testified that: 


We have an Airports Ad Hoc Committee, which is made up 
of the four directors of the Airways Modernization Board 
and includes representatives from other Government agen- 
cies who have studied overall airport problems. They have 
proposed a program consisting of 18 projects, 94 tasks, 1 of 
which is a study of relative location of airports. 

This work has not yet been put into force, but is an item 
for board consideration at its next meeting. 

Self-sufficiency 

In testimony before the Senate Interstate and Foreign Commerce 
Committee, in opposition to S. 3502, which would increase and extend 
airport aid, the Under Secretary of Commerce noted that “airports 
have come a long way toward self-sufficiency.”’ He cited this in sup- 
port of his position. 

CAA officials when asked for the basis of the above statement, 
said, that no studies had been made but that annual financial reports 
received from ‘‘surplus” airports ‘‘show that more and more airports 
are self-sufficient”’ (but see infra, p. 23). This conclusion is based on 
operating income and statement exclusive of “debt service.” The 
latter item was not included in those reports. 


Visual aids 


CAA noted that centerline runway lighting systems are receiving 
detailed study. In response to subcommittee questioning, Mr. Pyle 
said, ‘“_pavement markings were being standardized.”’ 

In criticism of CAA lack of runway marking requirements, the 
ALPA witness said: 


They have no requirement that instrument runways or 
any other runway must have runway marking even though 
the Technical Standard Order for such marking has been in 
existence for many years and detailed facility requirements 
for ILS approaches are spelled out by the CAA. As we 
try to increase safety on the air lines a requirement for 
minimum standard runway marking on instrument runways 
seems to us to be obvious. 


The ALPA witness also criticized the CAA for its failure to endorse 
the centerline lighting system which he said has been adopted as a 
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worldwide standard. He also said the military had adopted this 
system but that CAA was refusing to finance the system with Federal 
airport aid funds. The subcommittee was told that the Washington 
National Airport lighting system was inferior to the centerline system. 

ALPA further criticized the lack of CAA requirement for minimum 
of friction coefficient or regulations on runway qualities or maintenance 
standards for runway surfaces. 

Criticism was directed at CAA and CAB for lack of requirements 
for airport crash and rescue facilities. 

One possible reason for failure to specify such a requirement is 

contained in the following remarks of CAB’s Mr. Bakke in reply to a 

question as to whether the CAB had conducted any study concerning 
the financial self-sufficiency of airports: 


* * * not directly and as a general objective. We have, 
however, within the past 5 years explored whether the Board 
should require certain fire-fighting and rescue equipment at 
airports as a condition for air carrier service. We circulated 
a notice of proposed rulemaking setting forth certain detailed 
standards and asked for comments on the technical validity 
of requirements in particular, and, among other things, the 
capacity of communities and counties, and what not, to meet 
these requirements. 

The response we got from this one proposal was very, very 
clear, I might just indicate it by way of comparison, that 
the standards which were proposed at that time—which 
were essentially in accord, alt though not identical with, the 
NFPA, the National Fire Prevention Association standards 
for airport fire protection—would have nearly, in terms of 
the annual budget required to furnish that fire-fighting equip- 
ment, exceeded the total budget for the maintenance and 
operation of approximately 87 percent of the airports of this 
country. 

Jet noise 


Despite the apparent optimism by aircraft manufacturers, CAA 
Administrator Pyle was not optimistic about the short-term prospects 
to ‘‘beat”’ the problem of jet noise. 


* * * the Civil Aeronautics Administration is conducting 
special studies on jet noise characteristics and its impact on 
communities in the vicinity of airports. It has investigated 
various measures that can be taken by the manufacturer, air- 
port and airline operators, and other interested groups, but 
has found no easy solution to the problem of reducing the 
noise without seriously affecting the power of the jet engine. 

The ideal solution would be the reduction of the noise at its 
source, but efforts in this direction so far have not produced 
significant results without an exceptional reduction in power 
output. In spite of these difficulties, however, the National 
Advisory Committee on Aeronautics, which has been hard at 
work on the fundamental technical aspects of this problem, 
is being urged to substantially increase its efforts in this 
direction * * *, 

In perspective, we have on our hands an extremely difficult 
problem with jet noise. The CAA and the industry are 
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working on it intensively. Industry hopes to attain the 
objective of keeping the noise levels for third parties no 
greater than they are now with piston engine aircraft. We 
are not at all sure that this can be accomplished at our 
present state of knowledge of noise and its suppression. A 
special study of the impact of noise on the United States air 
transportation system was developed and presented by CAA 
to the jet aircraft and engine manufacturers to urge con- 


tinued emphasis on jet aircraft noise suppression research 
and development. 


Mr. Pyle praised the aircraft manufacturers for expending large 
sums of money ($10 million in the case of Boeing) in research on jet 
noise. He was joined by the Airport Operators Council representa- 


tive, who also corroborated Mr. Pyle’s finding on the status of the 
program. 


The engine and airframe manufacturers are to be com- 
mended for their efforts to date to dampen the noise and 
annoyance of civilian jet transports. Test results on noise 
characteristics of the Boeing 707, however, have not yet 
been released, so it is premature to say whether or not they will 
be satisfactory. 

In this connection I might add that the Port of New York 
Authority announced last week, I believe, that, through 
arrangements with Pan American Airways, they will be 
operating some Boeing 707’s out of the New York airports 
at reduced takeoff weights on an experimental basis in the 
near future. 

This is to help both the airline and the authority gain 
experience on the aircraft’s operation and its noise effect on 
the community. 

But I do emphasize that it is at a reduced takeoff weight. 

A seriously complicating factor with jet noise is the fact 
that even when decibel reduction is achieved, human 
annoyance may still be high because of the character of the 
noise, just as the shriek of an engine whistle may be more 


annoying than the beat of a drum when both are at the 
same decibel level. 


VIII. COMMENTS, CONCLUSIONS, AND RECOMMENDATIONS 


The lack of a systems approach has been a serious deficiency in the 
Government’s solution of aviation problems and in aviation planning. 

Airways and airports are part of an integrated whole which cannot 
be viewed separately. 

The building of larger and heavier aircraft requires an air navigation 
system capable of handling their flight, air and ground communica- 
tions to support them in flight and on the ground, and airports to 
accept them. If any of these elements breaks down, the others are 
immedistely involved. In addition, of course, personnel is needed to 
man each of these elements. 

There are also other aspects of the systems approach. Thus, 
preemption of airspace affects the airlines in their route planning and 
economy of operation. Airports require joint action by the Civil 
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Aeronautics Administration and local authorities with respect to their 
planning, location, construction, alteration, and future requirements. 


The systems approach requires an interdependence of operations 
and plans for all facets of aviation. 


1. Acceleration of study to segregate military jets and civil airplanes 
recommended 


CAA Administrator Pyle advised the subcommittee of— 


joint CAA/military-industry study to segregate certain 
mnflitery jet activities from civil users. This is being accom- 
plished through an orderly review of military bases to 
distinguish between those operators adaptable to general air 
traffic control procedures from those which are not. Air- 
space is being made available for both types of operations by 
increasing control capability for the first and providing 
reserved air space for the second. 


. Pyle further advised the subcommittee: 


a date, even though the number of bases reviewed are relatively 
few, the results are gratifying. {Italic supplied.] (Supra, p. 12.) 


In view of the fact that the two most recent midair collisions 
involved military jet planes, it would appear that acceleration of this 
study should be given highest priority and it is so recommended. 


2. Consideration of revision of cockpit visibility standards required 


The inability of the CAA to effect complete positive control of all 
flights, means, as Mr. Pyle told the subcommittee in his “facts of life 
statement” (supra, p. 6) that the “see and be seen’? will continue to 
be very much a part of the system and that positive control is a 
hope that cannot be realized until such time as the needed equipment 
is obtained and operating personnel required, hired, and Gained. 

This makes cockpit visibility standards a matter of prime im- 
portance. 

The concern of the subeommittee in this matter also stems from the 
finding of the Air Force Accident Investigation Board (see supra, 
p. 10) citing the limited cockpit visibility of the planes involved as a 
possible contributing cause of the Brunswick crash. Further recog- 
nition of the current importance of ‘see and be seen”’ is evidenced by 
experimentation with luminous paint to make aircraft more easily 
visible. Military planes are now being painted with a fluorescent 
paint as are CAA planes and general aviation aircraft. 

CAB and CAA have this matter “‘under consideration.”” Concen- 
trated effort in this matter is required without delay. 


3. Immediate reevaluation of restricted areas of airspace recommended 


The suggestion for immediate reevaluation of all areas of restricted 
airspace should be given prompt and serious consideration by CAA. 

While defense considerations must not be overlooked, it is difficult 
to understand why airspace over the Army’s A. P. Hill Reservation 
near Fredericksburg, Va., is restricted, if as claimed, it is a recrea- 
tional area. 

Immediate request for justification for continuance of restricted 


area designation would enable the CAA to approach this subject on an 
overall rather than a piecemeal basis. 
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The inability to plan domestic jet routes because of the existence 
of current restricted airspace is another compelling reason why an 
immediate reevaluation should be considered. 


4. New vigor, better ‘pipeline’ to airport operators needed in airport 
planning 

Airport planning is a complex and protracted process at the local 
level. It involves extensive plans with respect to financing, land ac- 
quisition, statutory authority, and a multitude of related matters. 
Obviously all of this involves time—so much time, unfortunately, as 
one witness told the subcommittee that by the time the airport is 
built and ready to receive its first plane, it is either obsolete or too 
small. Airport planning is of such obviously vital importance and 
the Federal Government is the one place that effective planning in 
this field can be accomplished. 

Testimony was received that airport operators learned of communi- 
ties to be served by jets in 1959, 1960, and 1961 only by attendance 
at the hearings of the subcommittee. Difficulties in obtaining runway 
requirements (see infra item 5) for jets were also cited. 

Lack of communication between CAA and airport operators despite 
apparent continued efforts of the latter is an unfortunate void in an 
area where such communication is so necessary. This is a glaring 
weakness in the CAA operation. Overcoming this weakness seems 
to be merely a procedura! matter and should be accomplished at once. 

While it is understandable that distance between airports will vary 
with site location and exigencies, yet the seeming intransigence of the 
CAA to prescribe criteria for airport separation is difficult to under- 
stand. If a degree of infallibility not associated with other areas 
of human endeavor were demanded of CAA, one might suspect, that 
CAA resistance is attributed to the fact that such criteria might 
disclose past errors it has made in this field. 

The subcommittee is impressed by the agreement among representa- 
tives of the airlines, pilots and airport operators that such criteria is 
possible and desirable. Also, the Curtis report furnished a standard 
of airport separation. From the standpoint of overall future airport 
planning for airport aid, it would appear to be most desirable for 
CAA to have such criteria. 


5. Promulgation of revision of TSON-6A (runway lengths) required 

A problem related to that discussed in item 4, above, is that of 
runway requirements for jet operations. 

Airport operators told the subcommittee that they have not been 
kept informed of airport requirements for acceptance of jetplanes. 
The subcommittee also heard testimony that the airlines and manu- 
facturers provided no real assistance in this respect. Changes i 
weight and range for jet aircraft since our 1956 hearings have aa 
it difficult for GAA to promulgate a revision of TSON—6A (runway 
lengths). However, CAA should seek closer coordination with airlines 
and aircraft manufacturers and keep airport operators informed on 
matters affecting airport requirements. 

We cannot help fa conclude that CAA could have heretofore 
issued a revised TSON-6A, rather than be in the position, with 
commercial jet flights in possibly 2 months, of only now circulating 
a draft of the revision. 
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In view of the critical importance of this matter to airport opera- 
tions, a revision of TSON-6A (runway lengths) should be effected 
without further delay. 


6. Resolution of administrative matters required 


(a) The delay in agreement between the Civil Service Commission 
and the CAA on job standards for controllers which has been pending 
since 1953, is an example of poor Government administration. In 
1956 we heard that a solution was to be realized shortly. Two years 
later, the subcommittee heard the same hope repeated. We urge 
prompt correction of these problems. 

(6) CAA Administrator Pyle told the subcommittee of a pending 
study to determine whether controllers should have lunch periods 
and rest periods. 

There are difficulties in providing relief for controllers, An ex- 
perienced controller requires 15 minutes to familiarize himself with the 
traffic situation; his experienced “relief”? would also require that 
length of time. Some stations only have 1 or 2 men on duty on an 
8-hour shift. At larger stations, provision is made for “staggered”’ 
lunch periods. 

However, we cannot agree with the Administrator that the desire 
to make such “benefits” available to controllers conflicts with CAA’s 
obligation to the taxpayer merely because appropriations for additional 
personnel required for ‘relief’? would be considerable. 

As a matter of operating efficiency, it would seem obvious that the 
failure of such personnel to participate in what every other calling 
takes for granted, and the resultant effect on their mental and physical 


health, could seriously impair the efficiency of the air traffic control 
system. 





ADDITIONAL VIEWS OF 
HON. WILLIAM E. MINSHALL 


It should be noted that the undersigned as a member of the sub- 
committee never was presented with the final draft for examination 
before it was presented to the full committee and voted out. 


Wituram E. MINSsHALL. 


ADDITIONAL VIEWS OF CLARE E. HOFFMAN 


[ can neither concur in nor dissent from a report I have never had 
an opportunity to see. 
This is 1 of 4 reports presented to the committee by the same sub- 


committee on Friday, August 15, 1958, and voted out without an 
opportunity having been provided members to peruse them. 

The chairman’s expressed policy is that members shall have sub- 
committee reports for a reasonable time prior to the meeting, but when 
the matter becomes an issue, the policy is honored in the breach rather 
than the observance. 

If the practicalities of the situation are such that investigations and 
reports must be churned out faster than members can keep up with 
them, then the committee has overextended itself and succeeding Con- 
gresses should take note and reduce appropriations to manageable 
proportions. 

Ciare E. Horrman. 

I concur in the foregoing views. 

GLENARD P. Lipscoms. 
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the 85th Congress. The committee’s report is based on a study made 
by its Legal and Monetary Affairs Subcommittee. 

Witi1am L. Dawson, Chairman. 
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INTERNAL REVENUE SERVICE 


(Levies on Unemployment Compensation Benefits and Denial of 
Travel and Away-From-Home Expenses to Construction Workers) 


Avaust 20, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


FORTY-FIRST REPORT 


SUBMITTED BY THE LEGAL AND MONETARY AFFAIRS 
SUBCOMMITTEE 


On August 15, 1958, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled 
“Internal Revenue Service (Levies on Unemployment Compensation 
Benefits and Denial of Travel and Away-From-Home Expenses to 
Construction Workers).” 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


INTRODUCTION 


Following extended staff study, on June 24, 26, and 27, 1958, the 
subcommittee conducted hearings inquiring into the economy and 
efficiency of certain income tax procedures of the Internal Revenue 
Service in its administration of the tax laws with respect to the 
following areas of activity: 


(1) The levying on unemployment compensation benefits 
to satisfy delinquent income taxes, and 

(2) The disallowance of travel and away-from-home 
expenses to taxpayers while in pursuit of their trade. 
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Because of the large number of cases involving disallowance of 
construction worker expenses, the subcommittee heard testimony 
on item (2) above, only with respect to construction workers. 


LIST OF WITNESSES 


The following witnesses were heard by the subcommittee: 
June 24, 19658: 


T. Marx Huff, chairman, legislative committee of the Interstate 
Conference of Employment Security Agencies, and executive 
director, Mississippi Employment Security Commission ; accom- 
panied by, Samuel C. Bernstein, commissioner of placements 
and unemployment compensation, State of Illinois, vice chair- 
man of the legislative committee, and past president of the 
Interstate Conference of Employment Security Agencies. 

Raymond Munts, assistant director, department of social security, 
American Federation of Labor and Congress of Industrial 
Organizations, and Lee C. Williams, legal consultant, industrial 
union department, AFL-CIO. 


June 26, 1958: 


Hon. Newell Brown, Assistant Secretary of Labor; accompanied 
by Albert D. Misler, Assistant Solicitor of Labor; and Merrill 
G. Murray, Assistant to the Director of Bureau of Employment 
Security. 

Peter T. Schoemann, general president, United Association of 
Journeymen and Apprentices of the Plumbing and Pipe Fitting 
Industry of the United States and Canada, AFL-CIO; accom- 
panied by Martin F. O’Donoghue, general counsel of the 
Association. 


June 27, 1958: 


Richard Gray, president, building and construction trades depart- 
ment, AFL-CIO; accompanied by Louis Sherman, Esq., 
chairman, legal advisory committee, building trades depart- 
ment. 

Justin F. Winkle, Assistant Commissioner of Internal Revenue 
Service, in Charge of Technical Activities; accompanied by 
Thomas McP. Davis, Assistant Head of the Interpretative 
Division (Office of the Chief Counsel); Arthur B. White, Head 
of the Interpretative Division (Office of the Chief Counsel); 
David J. Gatzenmeier, attorney, Interpretative Division (Office 
of the Chief Counsel); Mrs. Renae R. Hubbard, attorney, 
Appeals Division (Office of the Chief Counsel). 


LEVIES ON UNEMPLOYMENT COMPENSATION PAYMENTS 


Prior to 1954, the Internal Revenue Code was interpreted to exempt 
unemployment compensation benefits from Federal levy. Revenue 
Ruling 54-171 provided: 


Notices of levy to collect delinquent Federal taxes should 
not be served upon a State employment commission for the 
purpose of reaching weekly benefits payable to an unem- 
ployed taxpayer. 
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Both the Internal Revenue Code of 1954 and the 1939 Code coa- 
tain substantially the same specific personal property exemptions 
from levy. 


a” unlike the 1939 Code, the 1954 Code provides in section 
6334 (c): 


No Oruer Prorerty Exempt.—Notwithstanding any 
other law of the United States, no property or rights to 
property shall be exempt from levy other than the property 
specifically made exempt by subsection (a). 


The property exemptions specified in section 6334 (a) do not include 
unemployment compensation benefits. 

The Service contends that the former exemption from levies on 
unemployment-compensation payments were nullified by the provi- 
sions of section 6334 (c) quoted above. In 1955, it issued regulations 
authorizing levies on unemployment benefits. 


State officials claim that section 3304 (a) (4) of the code, which 
provides— 


all money withdrawn from the unemployment fund of the 
State shall be used solely in the payment of unemployment 
compensations, exclusive of expenses of administration, and 
for refunds of sums erroneously paid into such fund * * *— 


precludes such levies, that section 6334 (c) relates to “any other law’’ 
[italics supplied], that section 3304 (a) (4) being part of the same law 
was not in conflict with section 6334 (c) and that unemployment bene- 
fits should therefore be exempt from levy. This position was rejected 
by the Service. 

As a matter of ‘‘mechanics,”’ a notice of levy is served on the State— 
not on the delinquent taxpayer—hence the contended applicability of 
section 3304. A levy only attaches to accrued benefits. Additional 
levies are required for benefits accruing after the date of the service 
of a levy. 

In reply to a subcommittee inquiry concerning a 1956 levy on 
unemployment benefits, the Director of the Collection Division of the 
Internal Revenue Service wrote on November 8, 1956: 


The taxpayer “is single, has no dependents and presently 
lives with relatives who supply his food and lodging * * * 
the action of the collection officer and officials of the Parkers- 
burg district office in this case is in our opinion consistent with 
the policy of the Internal Revenue Service with respect to 
the circumstances and procedure for the service of levy on 
unemployment compensation and other sources of so-cailed 
benefit income.” 


Recognizing that such levies could defeat the intended purpose 
of unemployment benefits, Service-prescribed policy on levies is 
as follows: 


* * * levy should be made on such types of income only in 
flagrant and aggravated cases, and then only with the prior 
approval of the Chief, Delinquent Accounts Receipts Branch, 
who must personally sign the notice of levy * * *. How- 
ever, the following factors should always be considered: 

(a) The amount of liability volved; 


H. Rept. 2680, 85-22 
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(b) The amount which may be obtained by service of a 
single notice of levy; 
fc) The possibility of collection from sources other than 
benefit income or by seizure and sale of property belonging 
to the taxpayer; and 
(d) Whether the taxpayer is relying upon this source of 
income as his means of chief support, and if so, whether 
deprivation of the amount which would be payable under the 
levy would cause undue hardship. It must be determined in 
each case whether levy action would result in actual hard- 
ship as distinguished from mere inconvenience to the tax- 
payer. 
Mr. Huff, representing the State agencies, pointed out that the 
Internal Revenue Service is not required to levy on unemployment 
benefits: 


It should be noted that while section 6331 of the Internal 
Revenue Code makes it lawful for the Secretary of the Treas- 
ury or his delegate to collect a delinquent tax through levy, 
he is not required todoso. The fact that the Internal Reve- 
nue Service has agreed to make levies only in aggravated 
cases is an admission that they could refrain from making 
levies in such cases. 


Commenting on the Internal Revenue Service policy directive, Mr. 


Huff said: 


Rather than applying the provision in the Internal 
Revenue Code only in extreme cases, the provision should not 
be applied at all to unemployment compensation. Even 
though the number of levies has been small except in one 
State we believe a single levy in a State is wrong in 
principle. 


In early 1957, the Interstate Conference of Employment Security 
Agencies sent a questionnaire to all State employment directors for 
complete information on these levies. Replies were received from all 
States and from Hawaii, Alaska, and the District of Columbia. 

Mr. T. Marx Huff, chairman of the legislative committee of the 
Interstate Conference of Employment Security Agencies and executive 
director of the Mississippi Employment Security Commission and 
Mr. Samuel C. Bernstein, commissioner of placements and unemploy- 
ment compensation of the State of Illinois, presented details of the 
responses to the conference questionnaire. 

Questionnaire responses indicated that, by March 1957, the Internal 
Revenue Service had made 151 levies in 27 States in amounts varying 
from $8 to $452. (The subcommittee had made details of this infor- 
mation available to the Service in May 1957.) The Internal Revenue 
Service testimony placed the total at 203 at the time of the hearings. 
Fourteen States complied with the levies; nine States refused to honor 
the levies but the Service took no action to establish its legal right 
to effect the levy 

In the latter connection, Mr. Winkle told the subcommittee: 


* * * we prefer not to undertake litigation against States 
if the matter can be worked out in some other way. 
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There are other factors that bear on that same point. In 
these instances, so far as litigation is concerned, many of the 
amounts involved are admittedly small. There is a ques- 


tion as to whether the litigation would be worthwhile for 
that reason; * * * 


Mr. Huff pointed out that all State laws exempt unemployment 
benefits from levy—that as a result of Federal policy— 


honoring one levy requires State agencies to go against ex- 
plicit provisions in their unemployment insurance laws. 


Fifty-two of the levies, one-third of the total, were made in the 
State of Virginia by the Richmond district office, which is 1 of 64 
Internal Revenue Service district offices. The Richmond office is 
part of the Cincinnati regional office, which alone accounted for 76 
of the 151 levies. In contrast, only one levy was ordered in the 
populous New York region (which includes New York, Puerto Rico, 
and the Virgin Islands) and one in the Boston regional office (which 
includes Maine, New Hampshire, Vermont, Massachusetts, Rhode 
Island, and Connecticut). 

Assistant Commissioner Winkle was unable to account for the ap- 
parent disparity of enforcement actions among the Internal Revenue 
Service regional offices. He said the central office had not conducted 
any audit to determine the reason for the disparity. 

Some expressions of protest against the levies by State officials 
contained in the replies to the questionnaire were: 


“In some cases it does not appear that they ar ‘flagrant’ 
as set out in the [IRS] rules and regulations, before resorting 
to levy against unemployment compensation. It appears 
that the IRS is taking the easiest method of collection and 
using the employment security agencies as their ‘collection 
agencies.’ ”’ 

“The right of the Federal Government to levy on the 
moneys is definitely challengeable.” 

“If any levies are made, we will not comply.” 


Mr. Bernstein, after advising the subcommittee that conference 
attempts to reverse Internal Revenue Service policy through adminis- 
trative means were rejected by the Commissioner of Internal Revenue, 
told the subcommittee of conference expectation that the Department 


of Labor would introduce legislation to specifically exempt unemploy- 
ment benefits from tax levies: 


We had expected the Secretary of Labor through the 
normal processes of the administration to recommend legis- 
lation of the type we are advocating now. For a while, we 
were practically assured it would have his full and whole- 
hearted support, but we have also learned indirectly that 
evidently the Treasury Department has prevented, through 
the Bureau of the Budget, the Department of Labor from 
actually initiating or sponsoring or supporting this legisla- 
tion, despite the fact that we are of the opinion that the 
Department itself is completely sympathetic with the 
objectives of this type of exemption. 
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Assistant Secretary of Labor Newell Brown affirmed his Depart- 
ment’s objections to the levies, but denied that the Department of 
the Treasury had prevented his Department from sponsoring legisla- 
tion. He stated: 


I think we approached it on the basis it might be handled 
in some different, less formal way * * * that administra- 
tively some solution to the problem might be found. 


He further stated the Labor Department’s objection to the levies: 


It appears to us that insofar as the objectives of the 
Federal-State unemployment insurance program is con- 
cerned, the attachment of unemployment compensation 
payments for tax liabilities is not desirable. Recent studies 
directed at determining the adequacy of benefits disclose 
that unemployment compensation benefits constitute all or 
almost all the income of most claimants when they are 
unemployed. Consequently, these benefits are urgently 
needed by unemployed workers and their families to help 
meet the basic necessities of their daily existence. 


TRAVEL AND AWAY-FROM-HOME EXPENSES FOR CONSTRUCTION 
WORKERS 


Early in 1956 a number of construction workers reported to the 
subcommittee that the Internal Revenue Service was refusing to 
allow as deductible income tax items, expenses incurred while they 
were employed away from home. The Internal Revenue Service was 
claiming deficiencies in some cases back to 1953. The complaining 
taxpayers stated that such expenses had never been a dibiades ques- 
tioned, and they expressed emphatic protest to the new practice. 

Deduction of travel expenses from gross income is provided for in 
section 162 (a) of the Internal Revenue Code of 1954 as follows: 


In computing net income there shall be allowed as deduc- 
tions * * * all the ordinary and necessary expenses paid or 
incurred during the taxable year in carrying on any trade or 
business including * * * travel expenses (including the en- 
tire amount expended for meals and lodging) while away from 
home in the pursuit of a trade or business. 


An identical provision is contained in section 23 (a) (1) of the 
1939 Code. This provision appears to be explicit with respect to 
construction workers who incur such expenses while “in pursuit of 
a trade and the courts have held repeatedly that they may deduct 
travel and related expenses while temporarily employed away from 
home (Schurer, 3 T. C. 544, 1944; Leach, 12 T. C. 20, 1949; Cooper, 
T. C. Mem. Dec. 1955; Stegner, T. C. Mem. Dec. 1955; Cooper, T. C. 
Mem. Dec. 1953; and Auer, T. C. Mem. Dec. 1952). However, in 1954 
the Internal Revenue Service proceeded to disallow such expenses 
on grounds that construction work was “‘indefinite” in duration—not 
“temporary” or that the claim failed to meet the tests set up in the 
Flowers case (Commissioner v. U. S. 326 U.S. 465, (1946). 

In disallowing these deductions, some IRS local offices used the 
following as ‘‘boilerplate’’ basis for the disallowance: 
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You contend that your employment was temporary and 
away from home. This argument misses the primary tests 
set up in the Flowers case! in that to be deductible, the ex- 
penses not only must be incurred in traveling for business 
purposes, but also must have a direct connection with carry- 
ing on the business of your employer. Since your employ- 
er does not require you to travel to perform your duties, the 
deduction claimed for travel expenses or expenses away 
from home may not be allowed. 


Actually the Flowers case held: 


* * * there must be a direct connection between the ex- 
penditure and the carrying on of the trade or business of the 
taxpayer or of his employer. [Italic supplied.] 

Application of the rule in the Flowers case to construction workers 
was questionable. 

Flowers, an attorney residing in Mississippi, was employed as gen- 
eral counsel by a railroad in Mobile, Ala. He preferred to continue 
his residence in Mississippi rather than move his family to Mobile and 
claimed deductions for his travel expenses to and from Mobile. The 
Court disallowed the deductions, holding that they were incurred as a 
matter of personal convenience, and not in connection with his or his 
employer’s business. Flowers was a permanent employee of the 
railroad. His determination to maintain his home in Mississippi was 
for his benefit—not one dictated by his employment. 

On May 4, 1956, following extended conferences between the sub- 
committee staff and Internal Revenue Service representatives, 
Commissioner Harrington wrote former Subcommittee Chairman 
Mollohan, agreeing that the Flowers case was inapplicable. His 
letter (see infra p. 14) reads in part: 


Thus, the Flowers decision and those taking a similar 
approach, to the extent they hold expenses are not “incurred 
in pursuit of business’ because the employer did not require 
the taxpayer to travel in order to perform his duties, do not 
constitute precedents to be followed in determining the 
deductibility of transportation and traveling expenses 
incurred by construction workers whose cases involve facts 
similar to those set forth in the second paragraph [see below] 
of this letter. * * * 


In the letter, the Commissioner set forth a factual pattern as a 
basis for allowing away-from-home deductions: 


It is understood that the following situation is typical of 
many such cases: A taxpayer (1) follows his trade as, for 
example, a welder; (2) is not regularly employed either for 
an indefinite period or at any single location; (3) is not an 
itinerant worker; (4) is a member of the local union in a par- 


‘Three conditions must thus be satisfied before a traveling expense deduction may be made under 
sec. 23 (a) (1) (A): 

(1) The expense must be a reasonable and necessary traveling expense, as that term is generally under- 
stood. This includes such items as transportation fares and food and lodging expenses incurred while 
traveling. 

(2) The expense must be incurred ‘“‘while away from home.” 

(3) The expense must be incurred in pursuit of business. This means that there must be a direct con- 
nection between the expenditure and the carrying on of the trade or business of the taxpayer or of his em- 
ployer. Moreover, such an expenditure must be necessary or appropriate to the development and pursuit of 
the business or trade’ (Commissioner v. Flowers, 326 U. 8. 468). 








S INTERNAL REVENUE: SERVICE 


ticular city; (5) maintains his residence in or near that city; 
(6) has a business reason for working elsewhere, such as a 
shortage of work in that city; (7) accepts employment else- 
where for various periods, none of which exceeds 1 year at 
any particular location; (8) procures such employment 
through his union; and (9) evidences an intention to treat 
the city in or near which his residence is located as his 
regular place of business or employment by keeping in touch 
with the employment situation there either through his 
local union or otherwise. * * * 

While the Service has not attempted to prescribe any 
specific period as representing a temporary period, employ- 
ment of anticipated or actual duration of a year or more at 
a particular location would strongly tend to indicate “in- 
definite’”” employment there and cases involving such an 
absence should be carefully scrutinized. * * * 

Accordingly, it is the opinion of this office that where the 
facts set out in the second paragraph [above set forth] of this 
letter are present, a construction worker will be able to estab- 
lish a ‘‘tax home’”’ (his usual place of employment or, in the 
absence thereof, his business headquarters) and will, there- 
fore, be entitled to deduct the ordinary and necessary 
traveling and transportation expenses occasioned by tempo- 
rarily pursuing his business away therefrom. 


The matter thus appeared to be equitably resolved. However, it 
appears that concurrently with the issuance of the May 4, 1956, 
letter, the Internal Revenue Service was preparing a case against 
Peurifoy et al.? on the same issue, arguing that travel expenses were 
not deductible. The Tax Court held in favor of Peurifoy. Internal 
Revenue Service did not acquiesce in the decision and appealed. 
The court of appeals reversed the Tax Court and the Supreme Court 
has now agreed to hear the case this fall. 

The May 4 letter was widely circulated by the building trades 
unions and was published in various tax service reports. However, 
the district offices of the Internal Revenue Service appeared to be 
unaware of the Commissioner’s letter and rather than abating, 
complaints continued to be received by the subcommittee in increasing 
numbers. 

These complaints were forwarded to the Commisstoner’s office. 
Though the Flowers case was no longer cited, Internal Revenue 
Service now contended that construction work was of indefinite dura- 
tion—not temporary. Some of the expenses disallowed involved 
periods of less than a year—despite the “presumption” quoted above 
with respect to employment of less than 1 year’s duration. 

3 The Peurifoy case involves members of the United Association of Plumbers and Pipefitters, James E. 
Peurifoy, Paul V. Stines, and John S. Hall. James E. Peurifoy owns his home at Kure Beach, N.C. He 
is a pipe welder and lives at home when local employment is available. The issue in this case involves 
20% months’ employment at Kinston, N. C., in 1952 and 1953. Expenses claimed total, $504.54. 

Paul V. Stines owned his home at Raleigh, N. C., in 1953 where his wife and child resided. From 1947 
to 1952 he had about 30 different employments. The employment involved 12% months during 1952 and 
1953 at Kinston, N.C. Expenses claimed total, $263.59. 

John 8. Hall, a welder, owned his home in Raleigh, N. C., in 1958. His wife and three children resided at 


this home. The issue in the case involves 844 months’ employment in 1952 and 1953. Expenses claimed 
total $532.14. 
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Mr. Winkle, testifying in behalf of Commissioner Harrington, 
justified the disallowances in such cases on the grounds that: 


It is not simply a matter of looking at the fact after the 
tax year is over and he has filed his return and showed he 
worked 6 months and, therefore, 6 months appears to be a 
relatively short period of time. Regardless of what the 
actual duration was it is also a matter of what was the 
anticipated duration. 


Congressman Westland observed at this point: 


You would have to be a psychologist and get him on a 
couch and ask him, “What were you thinking at the time 
you took this job?” You cannot do that. 


Trade union witnesses pointed out that construction labor and the 
pattern of construction employment differ materially from most other 
occupations. The construction worker usually works for several dif- 
ferent employers in the course of a year. He may have several 
separate employments with the same contractor in 1 year. The 
construction worker usually has a fixed home and local work area, 
but frequently he may have to work away from home when local 
construction activity declines. In addition, large construction proj- 
ects usually require the recruitment of manpower from outside the 
locality of the construction site. 

The employer-employee relationship is casual. Hiring is usually 
on the spot, and termination of employment occurs with little or 
no notice, and may be with or without caus. Though the con- 
struction trades are well organized, their union contracts with em- 
ployers contain no seniority provisions such as are common to such 
contracts in other industries because of the casual character of the 
employment relationship. Though a project may last for several 
years, few workers are continuously employed on the project. Crafts 
are needed at intermittent intervals and, as construction progresses, 
members of one craft will be laid off while members of another are 
being hired. 

Even the criterion of ‘“‘anticipated duration” appears to have been 
misapplied. The most glaring current example of the misapplication 
of the “‘indefinite’’ concept concerns construction workers employed in 
Greenland. The Internal Revenue Service regards employment of 
construction workers in Greenland as ‘‘indefinite”’ rather than ‘‘tem- 
porary’’ and considers Greenland the “home’”’ of these workers despite 
the following facts furnished to the subcommittee by the Corps of 
Army Engineers: 

1. Construction contracts in Greenland all have fixed and 
certain termination dates. 

2. The average duration of employment of construction 
workers in Greenland is 6% months. 

3. Approximately 1,500 employees have been employed im 
Greenland from May until November in each of the past 3 vears. 
A small cadre of not more than 100 workers are employed «: ring 
the winter months. 

One Wisconsin construction worker signed an agreement to work 
on military bases in Greenland. This agreement required 8 months’ 
employment before the construction company would pay for his trans- 
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portation to Greenland and return. His actual employment was 9 
months. Deduction for travel expense was disallowed by the Mil- 
waukee office on grounds that the assignment was “indefinite.” 

An Iowa worker stated that he 





took a job in Greenland for 3 months until there was work 
at home. When I took this job I was out of work for 10 
weeks. 
The district director in the Des Moines office disallowed the expenses 
because— 


“* * * 9 taxpayer who is working at his post of duty is not 
considered to be traveling away from home. The term 
‘home’ as used by the Internal Revenue Code means the 
business location, post of duty, or station of the taxpayer. 
Thus, a taxpayer who accepts employment in Greenland, 
although he maintains a permanent home for his family in 
the states, is not ‘away from home’ for income-tax purposes 
because his employment is of indefinite nature.” 


Other instances referred to in subcommittee testimony of the failure 
of Internal Revenue Service district offices to comprehend and adhere 
to os May 4, 1956, ruling include the following: 

Although the ruling by its very terms has no relevance to 
cea Ww orkers, the Milwaukee office in disallowi ing away-from-home 
expenses in one instance noted that: 


The ruling dated May 4, 1956, issued by the Commissioner 
of Internal ~ Revenue submitted with the amended return 
with reference to the allowance of traveling expenses to 
itinerant workers does not apply to your case. [Italic sup- 


plied.] 


2. The North Carolina district office in disallowing these expenses 
wrote one taxpayer as follows: 


Mr. X was employed by six separate companies, and these 
were in Philadelphia, New York, Delaware, Island Park, 
North Belmont, North Carolina, Pittsburgh, during one 
year and he chose to live in the area where employ ed while 
maintaining a home in China Grove, N. C., for the family. 
The expense is not deductible for tax purposes but is a 
personal expense. 

While home to an an individual ordinarily means the place 
where he and his family live, the term has a different mean- 
ing for the purpose of “deducting traveling expenses. Your 
home for this purpose is your place of employ ment, regardless 
of where you maintain your place of family r -esidence. 


Chairman Blatnik referring to the provisions of section 162 (a) of 
the 1954 Code (see p. 6 supra), stated during the hearings: 


This language seems simple to me. These are the exact 
words in the code of 1939: “A deduction shall be allowed 
for traveling expenses, including the entire amount expended 
for meals and lodging while away from home in the pursuit 
of a trade or business.”’ 
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Plain, simple language. On the basis of that you allowed 
these deductions until 1953. The same language is in the 
code of 1954. Now we get all wrapped up in what is the 
difference between “temporary” and “indefinite.” It says 
all expenses, “including the entire amount expended for 
meals and lodging while away from home.” Is that not plain 
inglish? How ‘do you make a Federal case out of this 
thing? Can you answer that? I will tell you frankly, we 
have many men that work in northern Minnesota who are 
used to tough, hard labor and rigorous climate, and working 
in the mines underground. They go to Greenland for 6 
months and then find they cannot get a tax deduction, and 
they are mad. They are not half as mad as I would be if I 
were in their place. 

They have been getting deductions for this all except these 
last 5 years. It all seems to emanate from the Service itself 
and some interpretation they make. 


The subcommittee was also concerned with the varying interpreta- 
tion of the law among the 64 district offices on this issue. 

Mr. Martin O’Donoughe, general counsel for the United Associa- 
tion of Plumbers and Pipefitters stated that his wa gg had 
received no complaints from the northeastern part of the United 
States and that travel deductions apparently were being allowed by 
Internal Revenue Service offices included in that area. He later 
indicated in a letter to the subcommittee that some 48 district offices 
were not following the May 4 ruling. 

Assistant Commissioner of Internal Revenue Justin Winkle, stated 
with respect to the apparent disparity in application of the May 4 
ruling: 

We found that 59, as I recall it, out of our 64 offices went 
on re¢ roid as definitely saying they were following it. As to 
the other 5, I understood from the other 5 it was not overly 
clear. 

Mr. Davis, of the IRS Office of Chief Counsel, gave some indication 
of the basis for the disparity, as follows: 


I think it should be made clear, Mr. Chairman, that this 
tuling, although as Mr. Winkle testified, it is pretty generally 
being followed, does not have the standing of an official rul- 
ing. The field offices are not obliged to follow it. They 
are doing it, I take it, because they think it wise to do so. 


Mr. Winkle added: 


* 


* * it is not an official expression of the Service’s posi- 
tion in the same sense as a published ruling, but they will 
use it as a guide * * *. The difference perhaps in many 
cases may be the difference between T'weedledum and 
Tweedledee. 
TAX ADMINISTRATION 
1. In view of State resistance to levies on unemployment compensa- 
tion benefits, rather than permit States to ignore Federal tax levies, 
the Internal Revenue Service should have expeditiously resolved the 


H. Rept. 2680, 85-23 
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legal issue raised by the States, by suit, if necessary. The Service did 
nothing to resolve this issue. 

H. R. 13549 now awaiting signature of the President, recently 
passed by the House, contains (in see. 406) a provision * to exempt 
unemployment compensation benefits from levy through amendment 
of section 6334 (a) of the 1954 Code. (See supra, p. 3.) Enactment 
of this bill will resolve this issue in accordance with the wishes of the 
States. 

The lack of Internal Revenue Service central office supervision 
over its field operations is apparent from the inability of Service offi- 
cials to explain to the subcommittee the disparate number of levies in 
1 of its 9 regions—one-half of the total levies, and this despite the fact 
that the subcommittee made this information available to the Service 
over a vea "avo. 

The disparity in levies raises question also as to the Service policy 
directive (see supra, p. 3) with respect to these levies. 

TI * one witness, questioning the rationale of the directive, told 
the subcommittee: 


It is understood that levies are not made in cases where 
they would result in hardship for the taxpayer, 1. e., when he 
has no other assets or sources of income. If he does have 
other assets and income, we presume that the levy would be 
placed upon them rather than upon the unemployment 
insurance benefits. If, in keeping with this principle, levies 
are made upon une mployme nt insurance benefits, we would 
assume that no other such property or income exists, and, 
therefore, that the claimant is completely dependent upon his 
benefits to cover the cost of his basic necessities of life. 
How is it possible then for the levy to avoid causing hard- 
ship, an effect which according to the instructions of the 
Internal Revenue Service should prevent issuance of the 
levy? 


Another instance of lack of central-office supervision is obvious 
in the lack of uniformity of rulings on away-from-home expenses of 
construction workers. 

Mr. Winkle —— that 59 of the 64 district offices were following 
the ruling of May 4, 1956. The ‘se results were not based on audits 
by the central office. but rathet upon the statement by « ‘ach office - 
response to a central-oflice questionnaire shortly before these hearing 
Apparently, this disparity was unknown to the central office at 
received re plie s to the que stionnaire 

The alleged widespread adherence to the May 4, 1956, ruling in- 
dicated in the responses to the questionnaire, is open to serious doubt, 
in view of the volume of complaints received by the subcommittee 
from many parts of the country and information from the building 
trades unions indicating nonadherence by 48 district office 


FINDINGS AND CONCLUSIONS 


1. With all due respect to the efforts of the Commissioner of In- 
ternal Revenue to secure payment on delinquent taxes from all sources, 
rather than levying upon unemployment compensation benefits, it 
appears to the subcommittee that he would do well to apply the per- 
sonnel of his agency to areas of tax collection assuring greater revenue. 


‘ The bill incorporates the substance of a bill (H. R. 13072) introduced on June 23, 1958. 
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(a) The questionable legal status of the levies, (b) the deprivation 
of benefits to the unemployed at a time of severe economic distress, 
(c) the low return of the levies, (d) the objections of the States, and 
(e) the disagreement of the Department of Labor—have placed the 
Internal Revenue Service in an unrewarding, inefficient, and em- 
barrassing situation. This is especially so in view of the acknowledg- 
ment by the Service of its discretion with respect to levies on unem- 
ployment compensation benefits. 

The Internal Revenue Service is remiss in having failed to dis- 
seminate the May 4, 1956, letter ruling to its field offices, and, after 
more than 2 years, in having failed to issue a comprehensive ruling on 
away-from-home expenses, as promised in said ruling. The difference 
between such a letter ruling and a formal ruling published in Treasury 
bulletins was described by Assistant Commissioner Winkle as the 
difference between “Tweedledum and Tweedledee.”’ 

We do not believe that the 64 district offices of the Internal Revenue 
Service should be permitted to operate as autonomous units, each 
making its own interpretations of the tax laws and administering them 
without audit. This lack of coordination by the central office results 
in disparate and discriminatory practices and a bedlam of confusion. 
The disallowance of away-from-home expenses and levies upon un- 
employment compensation benefits should not depend on the fortuity 
of where a taxpayer files his tax return or where he resides at a given 
time. 

The obvious lack of direction and supervision from the Internal 
Revenue Service central office in the two areas here examined may 
typify the whole field of Federal tax administration. 

If uniformity of treatment under the Federal tax laws is to be 
achieved, then the Commissioner of Internal Revenue must devise 
procedures to effectuate this end without delay. 

The subcommittee proposes to look further into administrative 
practices which adversely affect the economy and efficiency of the 
operation of the Internal Revenue Service. 

3. Following the hearings, the subcommittee received a letter from 
Commissioner Harrington dated July 18, 1958, which reads in part: 


After carefully reviewing the current situation as a whole, 
we are forwarding copies of the May 4, 1956, letter, together 
with copies of the travel-expense portion of the statement 
filed on behalf of the Service with the subcommittee, to all 
regional commissioners and all 64 district directors’ offices 
with instructions that, pending the issuance of any further 
advice on the subject, the 1956 letter should be followed to 
the extent applicable in the disposition of cases involving the 
deductibility of away-from-home expenses of construction 
workers and similar employees. Such action represents the 
adoptions of an interim audit policy, in the interest of a 
greater degree of uniformity, pending the decision of the 
Supreme Court in the Peurifoy case and further study of the 
problem with the aid of such clarification of the law as the 
opinion of the Court may provide. 


While this action may be commenda)le, it occurs 2 years too late. 











EXHIBIT 


TREASURY DEPARTMENT, 
Orricr oF CoMMISSIONER OF INTERNAL REVENUE, 
Washington, May 4, 1956. 
Hon. Ropert H. Mo.ionan, 
House of Representatives, Washington, D. C. 

My Dear Mr. Mo.ionan: This is in further reference to your 
letter of March 21, 1956, concerning the deductibility of traveling 
expenses incurred by ironworkers and others employed on construction 
work. In our letter of April 11, 1956, we stated our general rule on 
this question and advised you we would write you further. 

It is understood that the followimg situation is typical of many 
such cases: A taxpayer (1) follows his trade as, for example, a welder; 
(2) is not regularly employed either for an indefinite period or at any 
single location; (3) is not an itinerant worker; (4) is a member of the 
local union in a particular city; (5) maintains his residence in or near 
that city; (6) has a business reason for working elsewhere, such as a 
shortage of work in that city; (7) accepts employment elsewhere for 
various periods, none of which exceeds 1 year at any particular loca- 
tion; (8) procures such employment through his union; and (9) evi- 
dences an intention to treat the city in or near which his residence is 
located as his regular place of business or employment by keeping in 
touch with the employment situation there either through his local 
union or otherwise. 

Generally speaking, a taxpayer’s ‘home’ for purposes of the 
traveling expense provisions of the Internal Revenue Code is his place 
of business or employment. A more accurate description of ‘‘tax 
home” in the case of nonitinerant construction workers is the city or 
general area in which they usually work. 

However, if such a taxpayer’s employment is temporary and so 
widely scattered that there is no particular city or other reasonably 
confined area in which he usually works, then his business head- 
quarters may be considered as his ‘‘tax home.’”’ Such factors as the 
location of a taxpayer’s residence, thé place where he makes his 
employment contacts, and the locality to which he returns on the 
termination of temporary employment, should be taken into consider- 
ation in determining whether a taxpayer has such a business head- 
quarters. 

Itinerant workers are those who customarily move from one job to 
the next, do not maintain a fixed place of abode, and are not regularly 
associated with any particular locality. Their “tax home”’ is wherever 
they happen to be working. ‘There is no basis upon which they can 
establish any other locality as a business headquarters for tax purposes 

There is a well recognized difference between “indefinite”? employ- 
ment and “temporary” employment. Henry C. Warren v. Commis- 
sioner (13 'T. C. 205); John D. Johnson v. Commissioner (8 'T. C. 303). 
Employment is temporary or indefinite depending upon whether 
its termination can be foreseen within a fixed and reasonably short 
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period of time. Employment which is originally temporary may 
become employment of indeterminate duration. Arnold P. Bark v. 
Commissioner (6 'T. C. 851). While the Service has not attempted 
to prescribe any specific period as representing a temporary period, 
employment of anticipated or actual duration of a year or more at a 
particular location would strongly tend to indicate “indefinite”’ 
employment there and cases involving such an absence should be care- 
fully scrutinized. 

A taxpayer who is employed for an indefinite period at a particular 
business location is ‘at home” there. But a taxpayer who is only 
temporarily employed at a particular business location may be “away 
from home,” provided he can show that he has a “tax home” else- 
where. 

The decision of the Supreme Court in Commissioner v. Flowers (326 
U.S. 465 (Ct. D. 1659, C. B. 1946-1, 57)), involves a taxpayer with 
employment for an indefinite period at a regular post of duty. There, 
the expenses were incurred for transportation between the taxpayer’s 
residence and his regular post of duty and for living expenses incurred 
at that post of duty. The Court said that such expenses were not 
“incurred in pursuit of business’”’ because the employer did not require 
the taxpayer to travel in order to perform his duties and, therefore, 
concluded that such expenses were nondeductible living and personal 
expenses. 

It is recognized that the employment of construction workers is of 
necessity composed of a series of jobs, the duration of which may 
depend upon the size of the project but more often is governed by the 
Jength of time required to complete the particular phase of the project 
on which the taxpayer is employed. In cases involving construction 
workers, therefore, the facts may show that the taxpayer (1) has a 
“tax home’ (his usual place of employment or, in the absence thereof, 
his business headquarters) and (2) is temporarily employed away 
from such “tax home.”’ 

Where the expenses involved are those incurred for transportation 
between the “tax home” and a temporary employment location (or 
between temporary employment locations) and for meals and lodging 
at such a temporary location, they are “incurred in pursuit of busi- 
ness.” (For the tax treatment of expenses incurred by a construction 
worker who, on intervening nonworking days, sometimes returns to 
his family and residence from his temporary place of employment, see 
the next to the last paragraph of Rev. Rul. 54-497, C. B. 1954-2, 75, 
and the answer to the second question appearing on p. 4 of Publication 
No. 300 entitled ‘Deductions for Traveling and Transportation 
Expenses.’’) 

Thus, the Flowers decision and those taking a similar approach, 
to the extent they hold expenses are not “incurred in pursuit of 
business”? because the employer did not require the taxpayer to travel 
in order to perform his duties, do not constitute precedents to be 
followed in determining the deductibility of transportation and 
traveling expenses incurred by construction workers whose cases 
involve facts similar to those set forth in the second paragraph of this 
letter 

Accordingly, it is the opinion of this office that where the facts set 
out in the second paragraph of this letter are present, a construction 
worker will be able to establish a “tax home” (his usual place of 
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employment or, in the absence thereof, his business headquarters) 
and will therefore be entitled to deduct the ordinary and necessary 
traveling and transportation expenses occasioned by temporarily 
pursuing his business away therefrom. 

If a construction worker has a city or general area where he usually 
works, it is clear that such place constitutes his ‘‘tax home” and serves 
as the point of origin for determining his traveling expenses while 
“away from home.”’ 

If a nonitinerant construction worker has no particular city or other 
reasonably confined area where he usually works, the. cumulative 
effect of all the facts set out in the paragraph referred to will, it is 
believed, show that the taxpayer has a business headquarters which 
may be considered his “‘tax home.’”’ There may be situations, how- 
ever, where the facts in a particular case differ somewhat from those set 
out in such paragraph. In these instances, it will be necessary for the 
appropriate examining and reviewing officers to exercise sound judg- 
ment in arriving at a conclusion as to whether, in the light of the 
principles set forth above, the expenses are allowable. 

A copy of this letter is being transmitted to the regional commis- 
sioner, Cincinnati, Ohio, for his guidance in deciding cases involving 
deduction of traveling expenses claimed by construction workers. 

We appreciate your concern on this subject and believe you will be 
interested to know that the national office of the Internal Revenue 
Service has, for some time, been studying this difficult question with a 
view to publishing a comprehensive revenue ruling in that connection. 

Very truly yours, 


Russe_t C. HARRINGTON, 
Commissioner. 





MINORITY VIEWS 


The majority report presents a distorted picture of the administra- 
tion of the Internal Revenue Service by selecting two items out of 
context and making it possible to draw the inference that the Internal 
Revenue Service has suddénly cracked down in an abusive fashion on 
wage earners. 

The subcommittee did not review the entire field of administration 
of tax laws. It did not even review the much narrower area of en- 
forced collection of income taxes as against all types of property 
nor the disallowance of business expenses, including travel expenses 
generally. It confined its interest only to the attachment of un- 
employment compensation benefits and the disallowance of travel 
expenses for construction workers. Yet the majority reaches this 
amazing conclusion: 


The obvious lack of direction and supervision from the 
Internal Revenue Service central office in the two areas here 
examined may typify the whole field of Federal tax ad- 
ministration. [Italics supplied.] 


It should hardly be necessary to describe as irresponsible such 
speculative characterization based on a total lack of evidence. 


UNEMPLOYMENT COMPENSATION BENEFITS 


The Internal Revenue Code of 1954 changed the law with respect 
to exemptions from levy and, as interpreted by the Internal Revenue 
Service, provided that no property except that specifically covered 
in section 6334 (a) should be exempted. Section 6334 (a) exempted 
wearing apparel, schoolbooks, fuel, provisions, furniture, personal 
effects, books and tools of a trade, business, or profession. After 
adoption of the Internal Revenue Code of 1954, the Service issued a 
regulation to carry out its interpretation of the law. The regulation 
prepared by pe ‘rsonnel in the Technical Planning Division, is explained 
in the following testimony of Justin F. Winkle, Assistant Commis- 
sioner of Internal Revenue in charge of Technical Activities, on 
questioning by Representative Meader (p. 225-231): 


Mr. Meaper. Before you go on to the policy, Mr. Winkle, 
I have always been interested in what I regard as a very 
important but little known phenomenon—the operation of 
the bureaucratic mind, I = it. We have a tendency to say, 
‘Washington did this,’ or, “The Internal Revenue Service 
did this.”’ 

I would like to get down to individuals. How would this 
Treasury regulation be promulgated? Who would be the 
individual responsible for germinating the idea and carrying 
it through, so that it actually got written into a regulation 
that was issued to the public? 
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Mr. Winkte. I think I can best explain that, Mr. Meader, 
by telling you very briefly exactly what the process is that 
leads up to the issuance of a final regulation. 

The regulation program under the 1954 Code was so heavy 
that the job of initially preparing the regulations was par- 
ticipated in by both the Office of the Chief Counsel and the 
Office of the Assistant Commissioner, Technical, which is the 
position I occupy. 

Mr. Mraper. And did you occupy that position at the 
time this regulaiion came out? 

Mr. Winkie. In 1955] am not certain, sir. I assumed the 
position in 1955. It was late in the year and I would not 
be certain whether I was in the position at that time or not. 
I think I was, as I recall it. 

Mr. Meaper. The date of the Railroad Retirement Act 
was in August. 

Mr. Puapincer. The act itself. 

Mr. Meaper. So it had to be after August. 

Mr. WINKLE. If it was after August, then in all likelihood 
I was in the job at the time. 

In any event, a draft of the regulations is prepared in my 
Division. Then it is sent to the Office of the Chief Counsel 
of the Service. 

As you can guess, there are numerous conferences back and 
forth as to the regulations during the course of their develop- 
ment, and finally when a draft has been prepared and agreed 
upon, it is forwarded by the Commissioner to the Treasury 
Department, because the law requires that tax regulations, 
although they are promulgated by the Commissioner, must 
receive the approval of the Secretary of the Treasury. 

If the Treasury has some questions relating to the regula- 
tions, there are further conferences, and finally, when all of 
the problems have been ironed out, we issue what is called a 
proposed regulation under the Administrative Procedure 
Act, and we prepublish it in the Federal Register and solicit 
comments on it. 

The comments when they are received are very carefully 
gone over, and if there are requests for a public hearing, those 
requests are granted. 

We are required to do that under the Administrative Pro- 
cedure Act. 

Finally, after the hearings have been conducted and the 
suggestions all considered, a final regulation is promulgated 
and that becomes the official regulation of the Department. 

Mr. Meaper. Apparently the attachment of unemploy- 
ment compensation benefits is founded upon this Treasury 
Regulation 301, and the 1954 Code and the committee’s ex- 
planation of it; is that correct? 

Mr. WINKLE. Yes, sir. I think that is correct. 

Mr. Meaper. It is a change from the policy of the Service 
under the 1939 Code? 

Mr. WINKLE. Yes, stemming—at least, it is our position— 
from the statute itself. 
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Mr. Meaper. Now, I want to find out who originated the 
idea that now unemployment compensation benefits should 
be levied upon? 

Mr. Winxte. I do not know that I could tell you that in 
terms of any one individual, Mr. Meader. My thought 
would be that it stemmed from something like this: When it 
came time to prepare a regulation interpretative of that 
section, the section was considered in the fight of the com- 
mittee reports and it was concluded that it was the intention 
of the Congress in enacting the section, with particular 
reference to the “‘notwithstanding” clause, thereby to do 
away with the exemptions from levy that had previously 
obtained, and to confine those exemptions only to such as 
were spelled out in the statute. 

My thought would be that the statute and the committee 
reports spoke for themselves on that point. 

Mr. Meaper. Apparently this originated somewhere in 
your shop—this new attitude with respect to unemploy- 
ment-compensation benefits. 

Mr. Winkte. That is correct. The origination of it 
undoubtedly did. 

Mr. Meaper. It did not come down from above? 

Mr. WINKLE. No, sir. 

Mr. Meaper. From the Treasury, or the Secretary of the 
Treasury, or the General Counsel of the Treasury Depart- 
ment, or the Commissioner of Internal Revenue? 

Mr. WINKLE. NO, sir. 

Mr. Meaper. And you did not originate it yourself? 

Mr. Wrinkte. Not personally. No, sir. 

Mr. Meaper. So it was some one of your subordinates 
that had to do with the preparation of these regulations? 

Mr. Wrnkte. As a matter of originating the thought that 
this statute was such as to permit us to levy on unemploy- 
ment compensation, yes. 

Mr. Meaper. Now, what Division under your charge 
would that come from? 

Mr. WinNKLE. That would be the Technical Planning 
Division. 

Mr. Meaper. The Technical Planning Division? 

Mr. WinktLE. Yes. 

Mr. Meaper. Who was in charge of that Division at the 
time this regulation was generated? 

Mr. Winkiz. That was either a Mr. W. A. Wells, who has 
since retired, or a Mr. John W. S. Littleton, who is presently 
head of the Division. 

Mr. Meaper. How long have those gentlemen been in 
the Internal Revenue Service? 

Mr. Wink.e. They are both long career men. 

Mr. Meaprr. What I am trying to get at—and maybe it 
appears to you, Mr. Winkle, and I am going to come right 
out with it—is that there seems to be a suggestion here that 
may have political overtones; namely, that prior to the 
Republicans taking over the administration, unemployment 
benefits were exempt from levy, but now that the Republicans 
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have come in they want to be abusive to the little fellow so 
they have attched these unemployment-compensation benefits. 

I would like to ask you whether that is true or not. 

Mr. Winkte. I think on that score, sir, I can say this: 
That the position of the Service that unemployment com- 
pensation benefits are subject to levy under the 1954 Code, 
while they were not subject to levy under the 1939 Code, 
stemmed from the interpretation of the 1954 Code. 

Mr. Meaper. And wherever the thought originated, it did 
not originate from any of the top layer of political ap- 
pointees of this administration? 

Mr. WINKLE. It originated in the normal processes of 
preparing the regulations, which is considerably down the line 
in the Internal Revenue Service. 

Mr. Meapnr. The thought occurred to me that if there 
were any political significance to this change in ruling, 
that anyone unfriendly to this administration holding over 
from a prior administration might have brought this out for 
the purpose of embarrassing this administration. Do you 
think that is possible? 

Mr. Winkie. Would you repeat that question? 

Mr. Meraper. Well, so that I state it the same way, I will 
ask the reporter to read it. 

(Whereupon the question of Mr. Meader was read by the 
reporter.) 

Mr. Wrinxue. I can only say this: Speaking for the 
Internal Revenue Service, as far as we are concerned—and 
I am confident that I speak for my people in this—when we 
are up against a situation of this kind what we endeavor to do 
is construe the law as we see it. JI have served under both 
administrations as Assistant Comissioner. 


Unemployment compensation benefits were not the only such 


benefits upon which the Internal Revenue Service levied. 


This is 


likewise explained after a question by Representative Meader, in 





Mr. Winkle’s testimony as follows: 


Mr. Meaper. * * * Mr. Winkle * * * do you have any 
personal recollection of what happened at the time, and 
whether unemployment compensation benefits were specifi- 
cally in mind when this regulation was issued? 

Mr. WINKLE. To the best of my recollection, Mr. Meader, 
the matter of unemployment benefits came up incident to a 
discussion of a number of other types of benefits that had 
previously been exempted from levy. 

Mr. Meaper. What are some of the others? 

Mr. WINKLE. Mr. McGraw, do you have a list of the 
other benefits? 

I am informed, Mr. Meader, that some of the other 
benefits where we took the position that we had no authority 
to levy on them under the 1939 Code, but did take the 
position that we had authority to levy on them under the 
1954 Code, embraced such benefits as social security benefits, 
GI benefits, railroad retirement benefits—as to which a 
special exemption was later enacted—and crop subsidies. 
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It should be noted that the representatives of railway labor unions, 
when they became aware that the Internal Revenue Service intended 
to levy on railroad retirement and unemployment-compensation bene- 
fits, bestirred themselves and in the next Congress were successful in 
obtaining passage of a law, August 12, 1955, expressly exempting 
railroad-retirement benefits from levy (Public Law 84-383). 

It is worthy of note that the day before our hearings an amendment 
to the Internal Revenue Code expressly exempting unemployment 
compensation benefits from levy was introduced by Representative 
Herlong, of Florida, a member of the Ways and Means Committee, 
H. R. 13549. This provision, which passed the House July 31, 1958, 
in title IV, section 406, of the amendments to the Social Security Act, 
expressly exempted unemployment-compensation benefits from levy. 

The significance of all this evidence is that the fault, if any, leading 
to the abuse found by the majority report lies with the Congress 
itself and particularly with the Ways and Means Committee of the 
House of Representatives which originates all revenue legislation. 

The Internal Revenue Code of 1954, was reported out of the Ways 
and Means Committee and passed the House of Representatives on 
March 18, 1954, by a vote of 340 yeas, 79 nays (208 Republicans, 
131 Democrats for and 5 Republicans, 74 Democrats, 1 Independent 
against). 

The fault, if any, lies with the Congress either because the con- 
eressional intent was clear that unemployment compensation benefits, 
railroad retirement benefits, social security benefits, GI benefits, 
and crop subsidies were intended by the Congress to be subject to 
levy or the Congress, by inept and unskillful draftsmanship used 
language which was ambiguous on this point, permitting the inter- 
pretation set forth in the regulation of the Internal Revenue Service. 

There is no showing that the interpretation of the Internal Revenue 
Service was arbitrary or capricious or proceeded from political motives; 
there is no evidence that the personnel of the Internal Revenue Service 
were anything but diligent and efficient in carrying out their responsi- 
bilities under the statute. Thus, the criticism of the committee falls 
squarely upon the Congress itself and specifically upon the Ways and 
Means Committee of the House of Representatives and its staff. 

The Government Operations Committee has broad jurisdiction to 
investigate the economy and efficiency of the executive branch of the 
Government, but it is not seemly for the committee to criticize 
the Congress itself or any other committee of the Congress, nor is it 
within its province to determine legislative policy with respect to 
taxation. For these reasons we could not subscribe to the findings 
and conclusion of the committee criticizing the Internal Revenue 
Service with respect to their regulation regarding the attachment of 
unemployment compensation benefits. 

As individual Members of Congress, and in our own right in deter- 
mining national policy, we are strenuously opposed to the attachment 
of unemployment compensation benefits. Neither the Congress nor 
the Internal Revenue Service should have sought to attach such 
benefits. 

However, as members of the Government Operations Committee 
as distinguished from our individual capacities as Representatives, 
we do not think it is appropriate to join in a conclusion which in- 
evitably in its proper setting must reflect discredit upon the Congress 
or upon a sister committee of the House of Representatives. 
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TRAVEL EXPENSE OF CONSTRUCTION WORKERS 


The majority report seeks to leave the impression that, starting in 
1953, the Internal Revenue Service singled out construction workers 
and abusively adopted the practice of disallowing deductions for their 
away-from-home travel and living expenses. 

The majority achieved this distortion by the simple expedient of 
closing its eyes and by refusing to inquire into the Internal Revenue 
Service’s practices with respect to the away-from-home expenses of 
those in other trades and professions—traveling salesmen, lawyers, 
corporation officials, dollar-a-year men, and others. 

Business expenses present a difficult question of law and fact on the 
facts of each case. This type of question is hardly one for a committee 
such as ours charged with reviewing efficiency and economy of execu- 
tive operations. It is rather a question for the courts and is in fact 
under litigation in the Peurifoy case, shortly to be considered, as the 
majority notes, by the Supreme Court. 

Curiously, the majority criticizes the Internal Revenue Service for 
pressing for a court decision, a ruling which may well clarify an area, 
admittedly hazy, and affect substantially the amount of revenue the 
Government will receive, an item not to be discounted in this period of 
explosively rising Federal expenditures. It is somewhat surprising 
that a committee concerned with efficiency and economy in the 
activities of the Internal Revenue Service should so roundly condemn 
the Internal Revenue Service for diligence or even zeal in the protec- 
tion of the Government’s interests. 

The question before the subcommittee is the point in the spectrum 
at which a “boomer” becomes a “construction worker away from 
home.”’ 

No one claimed the travel and living expenses of the “boomer” 
should be deductible. 

What is a “‘boomer?”’ 

Mr. Richard Gray, president, Building Trades Department, AFL- 
CIO, defined a ‘‘boomer”’ as follows: 


Mr. Gray. A boomer is a fellow that likes to travel to get 
experience, or for many different reasons. You couldn’t 
anchor him in one place because he wouldn’t stay, even if 
the work was there. He would pick up and go someplace 
else, because they like to travel. But they are a small 
minority of the building tradesmen. 

Mr. Meaper. As I understand it, Mr. O’Donoghue or 
Mr. Schoemann were not pleading the case of the boomer. 

Mr. Gray. No. 

Mr. Meaper. And I take it you are not either. 

Mr. Gray. No. 


The majority report implies that a change in attitude occurred in 
1953. On this point, the testimony indicates as follows: 

Mr. Thomas McP. Davis, Assistant Head of the Interpretive 
Division, Office of the Chief Counsel, Internal Revenue Service, 
testified : 


Mr. Davis. May I say, Mr. Blatnik, that it is not correct 
that construction workers’ deductions were challenged for 
the first time in 1953 and later years. We have had litiga- 
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tion with construction workers back in the forties, some of 
which we won and some of which we lost. There were not 
as many cases, undoubtedly, as there have been recently. 

* * * x * 

Mr. Meaper. I was interested in your statement that 
this was not a change in policy which occurred in 1953. 

Mr. Davis. So far as 1 know, sir, it is not in any sense. 

Mr. Meaprr. How do you explain, according to the testi- 
mony of these other witnesses, that they got along all right 
until about that time and then all these complaints start 
rolling in? 

Mr. Davis. I am sorry. I cannot explain them any more 
than Mr. Winkle can. I think some of the things he has 
said tend in a way to explain it. 

Mr. Maver. You are referring now to the speeches made 
by the Commissioners? 

Mr. Davis. The speeches, and the fact that there has 
been a lot of different types of and new types of construction 
activity in recent years. 

Mr. Meaper. There was certainly a lot of construction 
during World War II. The Defense Plants Corporation 
built over $15 billion worth of new plants, so there must 
have been a lot of traveling around. 

Mr. Davis. That is true, but I think it is true also—and 
Mr. Winkle, you may correct me on this—that the Internal 
Revenue Service was somewhat undermanned during those 
years. 

Mr. Winkie. That is quite true. The manning situation 
was very severe in the forties, as could be expected, of course. 
We had all we could do to make token audits at the time. 

Mr. MinsHa.u. But there was no word passed down the 
line, “The heat is on. Let’s be more strict in looking at 
some of these deductions in 1953,” or any other year. 

Mr. WinkLeE. There definitely were no instructions issued 
in 1953 or any other year, so far as I am aware, that instructed 
the field to conduct a drive or campaign on the away-from- 
home expenses of construction workers. 

Mr. MinsHauu. Then why do some of these fieldmen and 
your audit men who go over returns say they have been 
instructed to look at certain facets of certain returns more 
carefully than they have been in the past? Where do they 
get those instructions? 

Mr. Winkte. This can happen. 

Mr. MinsHAa.u. What do you mean it can happen? How 
can it happen? 

Mr. WINKLE. May I explain, sir? We have, as I said 93 
million returns of all kinds and varieties that come in every 
year. We have some 51,000 people who handle those and 
also the litigation aspects, and alcohol and tobacco tax, and 
a myriad of other functions. The general policy, as I have 
said, is to try to get a balanced type of enforcement, to tr 
to give sufficient emphasis to each income bracket and eac 
type of business, and so forth, so that every taxpayer can 
feel reasonably convinced that there is a broad sweep of 
_enforcement. 
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Mr. Justin F. Winkle, Assistant Commissioner of Internal Revenue, 
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We audit somewhere between 3 million and 3% million re- 
turns a year out of a grand total of 93 million. True enough 
a goodly percentage of the 93 million do not require much 
audit because the withholding tax takes care of them ade- 
quately or for the most part adequately. But when a 
district director is classifying his returns for audit—and 
that is done by experienced individuals, and there are many 
techniques used, including just judgment and sight audit 

Mr. MinsHatyt. What do you mean by “sight audit’’? 

Mr. Winxte. To pick up a return and notice, for example, 
that there is a very sizable deduction taken on it for enter- 
tainment expense, or travel expense, or something like that, 
that seems to be disproportionate to the income of the indi- 
vidual. Quite conceivably in a district office when a return 
of that kind is selected for audit and it is audited, and as a 
result of the audit it is concluded that a deficiency is in order, 
then quite conceivably the Chief of the Audit Division in 
terms of the—he ordinarily employs his manpower in a bal- 
anced kind of way but at the same time, as I indicated in 
my statement, in a way which will also produce dollars for 
the revenue—in terms of the deficiency may conclude, ‘“‘Well, 
I think maybe we ought to take a look at a few more of these 
cases. This looks like a pattern developing here.”’ 

That could happen, but it could happen in the case of any 
other area as well as construction workers. But the point 
I am making is that there has been nothing issued from Wash- 
ington to our field offices to the effect that they should 
conduct a drive, or campaign, or crack down on the away- 
from-home expenses of construction workers; but what I have 
explained could happen incident to the normal audit 
processes. 





testified on the subject as follows: 


Mr. Meaper. I had a question to which Mr. Winkle did 
not quite complete the answer. I think he said there were 
releases of speeches made in 1952, 1953, and 1954. 

Mr. WINKLE. Yes, sir. 

Mr. Meaper. Do you have copies of those? 

Mr. Wink eE. I think I do, sir. 

Mr. Mraper. Who made the speech in 1952? 

Mr. WINKLE. The 1952 item was a release. It was not a 
speech. It was made by Commissioner Dunlap, and the 
date of the release was February 26, 1952. 

Mr. Meraper. I would like to have those for our record. 
I do not want to put them in the record, but just in the files. 
The only thing that has been referred to as being the cause 
of any change of administration in the field services was these 
releases by Commissioners, apparently before and after the 
change of administration. 

What did the 1952 release say on this point? 

Mr. Winkie. This is headed ‘Treasury Department, 
Bureau of Internal Revenue, for immediate release, Tuesday, 
February 26, 1952.” 


INTERNAL REVENUE SERVICE 


“Commissioner of Internal Revenue John B. Dunlap said 
today that special attention will be given to excessive and 
unreasonable expenditures claimed as deductions in tax 
returns. From official as well as outside sources reports are 
reaching the Bureau of numerous instances of excessive 
business expenditures, particularly those relating to lavish 
travel and entertainment expenses, executive expense allow- 
ance, business gratuities, and disguised remuneration in the 
form of personal living items furnished to corporate officials. 
Excessive expenditures for advertising, research and develop- 
ment and repairs and maintenance have also been reported. 
Commissioner Dunlap stressed that if allowed to flourish, 
such abuses threaten serious inroads on the revenue and 
would undermine taxpayer morale. 

‘“‘Agents of the Bureau of Internal Revenue have been 
instructed to examine carefully any items of this character 
claimed as deductions in taxpayers’ returns. To be de- 
ductible, such items must be both ordinary and necessary, 
and must be reasonable in amount in the light of existing 
circumstances in each case. In addition, full substantiation 
of the expenditures will be required. Experience gained 
during World War II will enable the Bureau to segregate 
reasonable from unreasonable deductions more effectively. 

“Tn furtherance of an effective program of enforcement in 
this area, representatives from selected field districts are 
meeting with Bureau of Internal Revenue and other Treasury 
Department officials for a discussion of all aspects of the 
subject. The results of special case studies which have 
been made in recent months are being discussed with a view 
to formulating the most effective methods of insuring that 
each taxpayer bears his fair share of the costs of the defense 
effort.” 

That was thte 1952 release. 

Mr. Meaper. February 26, 1952; is that correct? 

Mr. WINKLE. Yes, sir. 

Mr. Meraper. Now, the effect of that is really to be an 
instruction to the field offices everywhere? 

Mr. Wink.e. The effect of this is, and this was undoubted- 
ly implemented by some internal issuance that corresponded 
with it—the effect of it was to instruct the agents to give 
careful attention to the types of expenses that were being 
talked about. 

Mr. MinsHatu. That is what I asked you about a moment 
ago. What is this internal issuance you talked about? Does 
that not come under the category of, ‘‘Let’s give extra care- 
ful scrutiny to these things’? In other words, ‘“The heat 
is on.” 

Mr. WinKLE. An internal issuance ordinarily concerns 
itself with techniques, and so forth. For example, if it was 
decided to conduct a drive against racketeers, the internal 
issuance would state that and point out the various audit 
and investigative techniques that should be used. That is 
why it is considered an internal issuance. 
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Mr. Meaper. In the light of that release which you have 
just read, would it be unfair to say since the law has not 
changed, and other than these releases or speeches there 
have been no rulings or releases made administratively by 
the Internal Revenue Service, that if there were a decision 
to crack down on these travel expenses which has changed 
the attitude of the Service in allowing them, that occurred 
in 1952, in February, when that release was issued; and if 
there was any policy change, or any crackdown it came 
before this administration took office? - 

Mr. Winkie. I think that assumes something, Mr. 
Meader, that I am not certain of. That is why I said a 
moment ago that the only thing we could find that might 
possibly have suggested to the field that more effort should 
be put in this as well as in other areas was the emphasis 
that was being given in 1952, 1953, and 1954 on the expense 
situation in general. 

Now it was aimed, as you can see from the types of 
expenses we have been talking about here, at the abuses 
in the executive expense allowance, lavish entertainment, 
and so forth. 

CONCLUSION 


We yield to no one in the desire to uphold and strengthen the 
Government Operations Committee in its very important duty of 
examining the activities of the executive branch of the Government 
with respect to their economy and efficiency and to ferret out waste, 
extravagance, neglect, stupidity, incompetence, and wrongdoing. 

The Legal and Monetary Affairs Subcommittee has the responsi- 
bility for this investigative activity with respect to various agencies 
including the Internal Revenue Service. The fact that no instances 
of wrongdoing were found but rather only instances which proved, if 
anything, excessive zeal and excessive efficiency, raises the question 
of whether or not the majority and the committee staff understand 
the nature and purpose of the Government Operations Committee. 

The staff and the majority of the committee have failed to call 
attention to any wrongdoing, waste, or neglect in enforcing tax laws. 
Thus, it may be assumed that, at least, there were no such flagrant 
examples of improper conduct as to warrant the attention of the 
committee. This, of course, could not be said of the Internal Revenue 
Service under the prior Democratic administration, many of whose 
high officials were convicted and are serving prison sentences for 
various types of improper activities. 

CiarE E. Horrman. 

R. Water RIrexLMAN. 
GEORGE MEADER. 
GLENARD P. Lipscoms. 
Victor A. Knox. 
Witiram E. MINsHALL. 
Epwin H. May, Jr. 


(Minority views prepared by Mr. Meader, ranking minority mem- 
ber of the Legal and Monetary Affairs Subcommittee.) 





REPLY TO MINORITY VIEWS BY HON. JOHN A. BLATNIK 


As chairman of the Legal and Monetary Affairs Subcommittee, I 
feel compelled to reply to the irrelevant and unwarranted minority 
attack on our report. 

During the hearings, attempts to attribute political connotations 
to actions of the Internal Revenue Service were repeatedly made 
by the gentleman from Michigan—and without success. He is 
seeking to accomplish in the minority additional views what he 
unsuccessfully attempted during the hearings. 

The report scrupulously avoids political considerations. It is 
concerned solely with the administration of the tax laws by the In- 
ternal Revenue Service in two areas—levies upon unemployment 
compensation benefits to satisfy delinquent tax Viability and away- 
from-home travel and living expenses of construction workers. In 
these 2 fields, the lack of supervision and control by the central 
Internal Revenue Service office and the lack of uniform procedures 
in applying the tax laws were the principal matters for which the 
subcommittee sought explanation—and found none, except Internal 
Revenue Service inefficiency. 


LEVIES ON UNEMPLOYMENT COMPENSATION BENEFITS 


One deficiency noted by the subcommittee in its consideration of 
the above matter was the failure of the Service to take action to 
resolve the question of the legality of these levies, raised by the 
States. Internal Revenue Service inactivity continued even when 
several States refused to honor the levies. 

In addition, Internal Revenue Service officials were unable to explain 
the wide disparity in the number of levies issued by its nine regional 
offices. It was unable to explain, for example, why one regional office 
accounted for more than one-half of the total number of levies issued. 

I might add that the subcommittee furnished the Internal Revenue 
Service with a statistical “breakdown” of these levies, and held con- 
ferences with revenue officials on this matter over 1 year ago. At 
that time, information on this matter was made available by the sub- 
committee to Service officials. 

In much the same fashion as the minority belabored political im- 
plications of the hearings—and with the same lack of success—the 
minority attempts to place the blame for Internal Revenue Service 
deficiencies on a sister committee and the Congress. (See pp. 21 and 
22.) 

The only criticism expressed in the report and the only criticism 
intended with respect to levies are those leveled at the Internal 
Revenue Service in failing to resolve the legal issues raised by the 
States, in the failure of the central office to exercise control and super- 
vision, and the involvement of the Internal Revenue Service in an 
area of collection activity usually costing more than it yields—the 
same reason assigned by revenue officials for preferring ‘not to under- 
take litigation against States” to enforce the levies. 
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DISALLOWANCE OF TRAVEL AND ‘‘AWAY-FROM-HOME”’ EXPENSES 


The disallowance of travel and away-from-home expenses for con- 
struction workers was called to the attention of the Internal Revenue 
Service by the subcommittee in early 1956. As a result, the May 4, 
1956, letter ruling was issued by the Commissioner. 

There would have been no nec essity for hearings on this subject if 
the May 4 ruling were adhered to by the field offices of the Internal 
Revenue Service. Following issuance of the May 4 ruling, complaints 
continued to be received by the subcommittee. There were all re- 
ferred to the Service. However, the complaints persisted in such 
numbers and indicated such lack of understanding of the contents of 
the ruling, or unawareness of its existence, that hearings became neces- 
sary to determine the source of the difficulty. 

The minority’s understanding of the May 4 ruling and of the juris- 
diction of the subcommittee in “this regard is also somewhat wanting. 
According to the minority, “‘the question before the subcommittee is 
the point in the spectrum at which a boomer becomes a construction 
worker away from home.”’ (See p. 22.) 

Neither the May 4 ruling nor the hearings were concerned with 
“boomers,’’ who are itinerant workers without a “fixed” home. In 
every instance that has come to the attention of the subcommittee, a 
construction worker with a fixed home was employed at a point away 
from his home. 

The principal questions before the subcommittee were matters of 
inefficient administration—the failure of the Service to disseminate 
the May 4 ruling to its field offices and the consequent disparity in 
assessment actions among its various offices. In addition, the failure 
of the Service to issue a ‘‘comprehensive”’ ruling on these expenses, as 
it promised in the May 4 ruling over 2 vears ago, was also questioned 
by the subcommittee. 

In the hearings on these expenses, the gentleman from Michigan 
again belabored political issues. He questioned Internal Revenue 
Service officials concerning a 1952 release in which the Commissioner 
of Internal Revenue called for “special attention” to “lavish travel and 
entertainment expenses,” ‘‘executive allowances,” “disguised remun- 
eration in the form of personal living items furnished to corporate 
officials,”’ etc., but was unable to wean an admission that this release 
was responsible for ‘any [IRS] policy, change or any crackdown”’ on 
construction worker expenses. (See p. 26.) 


CONCLUSION 


. In its conclusions, pointing to ‘‘the obvious lack of direction and 
jagbicot in the two areas [levies and away from home expenses] 
here examined,’ the report states that this lack “may typify the whole 
field of Federal tax administration.”’ 

The suggestion that the Service actions in the two fields covered in 
the report ‘“‘may typify” its actions in other tax collection matters is 
based on an accumulation of 2 years experience involving numerous 
cases handled by the Service in these fields—hardly, ‘‘a total lack of 
evidence,” as contended by the minority. (See p. 17.) 

. The minority would apparently bar us from holding hearings on 
at above matters Bret . a review of “the entire field of the admin- 
istration of tax laws’’—or prior to a review of ‘“‘enforced collection of 
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income taxes” or “the disallowance of business expenses * * * gen- 
erally.” 

These “refinements” in committee procedures, not heretofore raised 
by the minority with respect to any investigation conducted by the 
subcommittee, would mean for instance that sweeping investigations 
of agency activities would be required before hearings could be held 
on deficiencies in a specific field. We have neither the funds, the 
staff, or the inclination to mdulge the whims of the minority in 
inefficient. excursions. ; 

It is difficult to take this minority suggestion seriously. 

The efficient and intelligent approach is to investigate other areas 
of activity following disclosures of inefficiency. The subcommittee 
has done this previously, and without minority objection, in its 
examination into the efficiency of Government agencies in halting or 
preventing false and misleading advertising, and as the report notes 
(last 3 paragraphs of item 2 on p. 13 supra) it intends to follow the 
same procedures with respect to tax matters. 

3. The statutory responsibilities of the Government Operations 
Committee under the Legislative Reorganization Act of 1946 include 
“studying the operation of Government activities at all levels with a 
view to determining its economy and efficiency.”’ 

The subcommittee neither found nor alleged any evidence of wrong- 
doing within the two areas covered in the report. However, it has 
called attention to the lack of Internal Revenue Service efficiency in 
administering the tax laws. One entire section of the report is de- 
voted to inefficiency in tax administration and the conclusions are 
exclusively devoted to this subject. 

In the light of the information developed at the hearings and referred 
to in the report, it is difficult to perceive how the actions of the Internal 
Revenue Service in these two matters can be characterized by the 
minority as ‘excessive zeal and excessive efficiency’’—whatever these 
may mean. 

In seeking to apparently limit the investigation of the subcommittee 
to those involving wrongdoing or “to flagrant examples of improper 
conduct” (see p. 27), the minority views reflect a singular lack of appre- 
ciation or knowledge of the function of the Government Operations 
Committee. 

4. One immediate result of the hearings was the letter from the 
Commissioner (see p. 19) advising me of the dissemination of the 
May 4 ruling to all regional and district offices and its application 
‘pending the decision in the Supreme Court in the Purifoy case.” 

Similar action 2 years ago could have obviated the necessity for 
hearings on this matter. 

5. It is a gesture of dispair that resorts to such matter as contained 
in the last sentence of the minority views. 

The self-invested Republican crown of righteousness, now some- 
what tarnished by recent revelations, apparently fits too tightly. 

Possibly the subcommittee should investigate why instances of 
wrongdoing of officials of the present administration have not been 
handled with the same zeal that this administration has lavished on 
improprieties in previous administrations. 

6. At no time during any stage of the hearings were any references 
made to political considerations by the majority. Only the minority 
sought repeatedly to inject political issues—as in their additional 
views. 





30 INTERNAL REVENUE SERVICE 


The majority attempted to clarify two situations which had origi- 
nated over 2 years ago, without resolution by the Internal Revenue 
Service. 

7. The subcommittee actively sought the assistance of its minority 
members in drafting a factual report on the activities of the Internal 
Revenue Service. It is indeed unfortunate that the minority members 
did not see fit to make known their objections at the time the report 
was considered. 
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